O.CS.  OVERSIGHT  OF  1978  AMENDMENTS— PART  2 


HEARINGS 

BEFORE  THE 

SELECT  COMMITTEE  ON  THE  OUTER 
CONTINENTAL  SHELF 

HOUSE  OF  REPRESENTATIVES 

NINETY-SIXTH  CONGRESS 


FIRST  SESSION 
ON 


OVERSIGHT  ON  THE 

OUTER  CONTINENTAL  SHELF  LANDS  ACT 

AMENDMENTS  OF  1978 


JULY  9,  23,  AUGUST  1,  SEPTEMBER  17,  1979,  WASHINGTON,  D.C. 
AUGUST  29,  30,  1979— SAN  FRANCISCO,  CALIF. 


Printed  for  the  use  of  the  Select  Committee  on 
the  Outer  Continental  Shelf 


O.CS.  OVERSIGHT  OF  1978  AMENDMENTS— PART  2 


HEARINGS 

BEFORE  THE 

SELECT  COMMITTEE  ON  THE  OUTER 
CONTINENTAL  SHELF 

HOUSE  OF  REPRESENTATIVES 

NINETY-SIXTH  CONGRESS 

FIRST  SESSION 
ON 

OVERSIGHT  ON  THE 

OUTER  CONTINENTAL  SHELF  LANDS  ACT 

AMENDMENTS  OF  1978 


JULY  9,  23,  AUGUST  1,  SEPTEMBER  17,  1979,  WASHINGTON,  D.C. 
AUGUST  29,  30,  1979— SAN  FRANCISCO,  CALIF. 


Printed  for  the  use  of  the  Select  Committee  on 
the  Outer  Continental  Shelf 


Yn,  dHi/3  lOis^H 


p-f  •    3 


U.S.   GOVERNMENT  PRINTING  OFFICE 
55-419  O  WASHINGTON  :  1979 


SELECT  COMMITTEE  ON  THE  OUTER  CONTINENTAL  SHELF 
JOHN  M.  MURPHY,  New  York,  Chairman 


MORRIS  K.  UDALL,  Arizona 
ABRAHAM  KAZEN,  Jr.,  Texas 
JOHN  B.  BREAUX,  Louisiana 
GERRY  E.  STUDDS,  Massachusetts 
WILLIAM  J.  HUGHES,  New  Jersey 
MARTIN  A.  RUSSO,'  Illinois 
GEORGE  MILLER,  California 
JOHN  F.  SEIBERLING,  Ohio 
BO  GINN,  Georgia 
LEO  C.  ZEFERETTI,  New  York 
DAVID  E.  BONIOR,  Michigan 


EDWIN  B.  FORSYTHE,  New  Jersey 
DON  YOUNG,  Alaska 
TRENT  LOTT,  Mississippi 
DAVID  F.  EMERY,  Maine 
ROBERT  L.  LIVINGSTON,  Louisiana 
JERRY  LEWIS,  California 


Carl  L.  Perian,  Chief  of  Staff 

Lawrence  J.  O'Brien,  Jr.,  Chief  Counsel 

C.  Grady  Drago,  Minority  Counsel 

TiA  Gregory,  Chief  Clerk 


(II) 


'  Resigned  Oct.  23,  1979. 


CONTENTS 


Hearings  held —  ^^^^ 

July  9,  1979 1 

July  23,  1979 135 

August  1,  1979 331 

August  29,  1979,  Briefing,  San  Francisco,  Calif 479 

August  29,  1979,  San  Francisco,  Calif 523 

August  30,  1979,  San  Francisco,  Calif 1003 

September  17,  1979 1399 

Statement  of — 

Adam,  Maurice,  Chief,  OCS  Operations  Section,  Department  of  the  In- 
terior    499 

Ballentyne,  Richard,  Chief,  Tract  Selection  and  Evaluation,  Department  of 

the  Interior 499 

Bates,  Lawrence  J.,  senior  vice  president,  American  Bureau  of  Shipping  ...  237 
Behr,  Peter,  former  State  senator,  Main  Conservation  League  Board  of 

Directors,  Inverness,  Calif 1007 

Prepared  statement 1010 

Bell,  Henry  H.,  Chief,  Office  of  Merchant  Marine  Safety,  U.S.  Coast  Guard..  186 

Prepared  statement 209 

Bruskotter,  J.  F.,  manager,  exploration  and  production,  regulatory  affairs. 

Shell  Oil  Co 401 

Burton,  Representative  John  L.,  Democrat  of  California 532 

Charter,  Richard,  Friends  of  the  Coast,  Bodega  Bay,  Calif 1007,  1322 

Chasis,  Sarah,  senior  staff  attorney,  Natural  Resources  Defense  Council....  425 
Christoff,  Joseph  A.,  management  assistant.  Energy  and  Minerals  Division, 

General  Accounting  Office 14 

Clausen,  Hon.  Don,  a  Representative  in  Congress  from  the  State  of  Califor- 
nia   534 

Prepared  statement 535 

Cronk,  Peter,  Comdr.,  manager.  Outer  Continental  Shelf  Safety  Project, 

U.S.  Coast  Guard  186 

De  Falco,  Paul  Jr.,  regional  director.  Environmental  Protection  Agency  ....  510 

De  Vail,  Norm,  supervisor,  County  of  Mendocino 570,  600 

Prepared  statement 604 

Dragonetti,  John,  conservation  manager.  Western  Region  Conservation 

Division,  U.S.  Geological  Survey,  Department  of  the  Interior 499 

Emmrich,  Herb,  Head  of  the  Environmental  Assessment  Division,  Depart- 
ment of  the  Interior  504 

Farr,  Sam,  supervisor,  Monterey  County,  Monterey,  Calif 1333,  1357 

Prepared  statement 1359 

Feinstein,  Dianne,  mayor,  Santa  Barbara,  Calif 997 

Fergus,  Mike,  information  officer.  Department  of  the  Interior 504 

Fischer,  Michael,  California  Coastal  Commission 623 

Prepared  statement 628 

Forsythe,  Hon.  Edwin  B.,  a  Representative  in  Congress  from  the  State  of 
New  Jersey: 

Opening  statement  of  July  9,  1979 5 

Opening  statement  of  August  1,  1979 335 

Fox,  Gregory,  senior  energy  adviser,  California  State  Office  of  Planning 

and  Research  646 

Prepared  statement 649 

■  Pages  1003—1424  are  in  part  3. 

(Ill) 


IV 

Statement  of — Continued  Page 

Giacomini,  Gary,  supervisor,  Marin  County,  San  Rafael,  Calif 1333 

Prepared  statement 1343 

Gleason,  Gene,  chief  investigator,  Select  Committee  on  the  Outer  Continen- 
tal Shelf 138 

Gracey,  Vice  Adm.  James  S.,  U.S.  Coast  Guard 479 

Supplemental  statement 492 

Grant,  William,  Bureau  of  Land  Management,  Manager,  Pacific  OCS 

Office,  Department  of  the  Interior  504,  538 

Prepared  statement 507 

Green,  Gary,  Marine  Geologist,  U.S.  Geological  Survey,  Department  of  the 

Interior 499,  602 

Griffith,  T.  Vincent,  Legislative  Attorney,  Office  of  Congressional  Rela- 
tions    14 

Grader,  William  F.  "Zeke"  Jr.,  general  manager  and  counsel  for  the  Pacific 

Coast  Federation  of  Fishermen's  Associations 1371 

Hedlund,  Erik,  supervisor,  Humboldt  County,  Eureka,  Calif 1333,  1349 

Heller,  Barbara,  Deputy  Under  Secretary,  Department  of  the  Interior 538 

Prepared  statement 546 

Herz,  Dr.  Michael,  executive  vice  president.  Oceanic  Society,  Santa  Cruz, 

Calif 1007 

Prepared  statement 1017 

Jacob,  Susanna,  chairman.   Environmental  Action  Committee  of  West 

Marin,  Point  Reyes  Station,  Calif 1007,  1318 

Johnson,  Jesse  P.,  vice  president,  Atlantic  Richfield  Oil  &  Gas  Co 338 

Prepared  statement 359 

Joseph,  James  A.,  Under  Secretary,  Department  of  the  Interior 102 

Prepared  statement 102 

Kash,  Don,  Chief,  Conservation  Division,  U.S.  Geological  Survey,  Depart- 
ment of  the  Interior 186 

Prepared  statement 187 

Keene,  Barry,  State  senator  from  the  State  of  California 1376 

Koenigshofer,  Eric,  supervisor,  Sonoma  County,  Sonoma,  Calif 1333,  1352 

Krahl,  Richard  B.,  Chief,  Branch  of  Marine  Oil  and  Gas  Operations,  U.S. 

Geological  Survey,  Department  of  the  Interior  186 

Kupper,  Kurt,  supervisor.  County  of  San  Luis  Obispo 570 

Langenkamp,  R.  Dobie,  Deputy  Assistant  Secretary,  Oil,  Natural  Gas,  and 

Shale  Resources,  Department  of  Energy 61,  538 

Prepared  statement 541 

Lawton,  Robert  H.,  Acting  Director,  Leasing  Policy  Development  Office, 

Department  of  Energy 61 

Lyon,  Fred,  supervisor,  County  of  San  Mateo 570 

Prepared  statement 579 

McClendon,  Bernard,  supervisor,  Del  Norte  County,  Cresant  City,  Calif 1333 

Prepared  statement 1348 

McClure,  Carl,  Audit  Manager,  Energy  and  Minerals  Division,  General 

Accounting  Office  14 

McCullough,  Douglas,  Deputy  Director,  Energy  and  Minerals  Division, 

General  Accounting  Office 14 

McCurdy,  conservation  coordinator  of  Loma  Prieta  Chapter,  Sierra  Club  ..  1215 
Menard,  Dr.  H.  William,  Director,  U.S.  Geological  Survey,  Department  of 

the  Interior 1400 

Prepared  statement 1405 

Murdock,  Capt.  Ernest  L.,  Chief  Marine  Safety  Division,  12th  Coast  Guard 

District 479 

Murphy,  Hon.  John  M.,  chairman.  Select  Committee  on  the  Outer  Conti- 
nental Shelf 275 

Nanz,  Robert  H.,  vice  president.  Western  Exploration  and  Production 

Region,  Shell  Oil  Co 338 

Prepared  statement 368 

Nilsson,  Karen;  Bill  Leland,  joint  statement  from  the  Peninsula  Conserva- 
tion Center  and  the  Committee  from  Green  Foothills 1215 

Norton,  Craig,  president,  Monterey  Drilling  Co.,  vice  president.  Interna- 
tional Association  of  Drilling  Contractors 672 

Ogle,  Burdette  A.,  president.  Ogle  Petroleum 672 

Prepared  statement 684 

O'Leary,  John  F.,  Deputy  Secretary,  Department  of  Energy 61 


V 

statement  of— Continued  Page 

Prepared  statement 62 

Panetta,  Hon.  Leon  E.,  U.S.  Representative  from  the  State  of  California....      999 

Patton,  Gary  A.,  Santa  Cruz  County  supervisor 1377 

Reynolds,    Albert,    director    environmental    research.    County    of   Santa 

Barbara 570 

Prepared  statement 588 

Robertson,  Hope,  project  director.  Environmental  Policy  Institute  425 

Robinson,  George,  regional  director,  U.S.  Geological  Survey,  Department  of 

the  Interior 499,  538 

Prepared  statement 499 

Rose,  Theresa  Stamey,  Wade,  California  State  Office  of  Planning  and 

Research  646 

Ross,  Heather,  Deputy  Assistant  Secretary,  Department  of  the  Interior 102 

Shapiro,  Michael,  assistant  general  counsel.  Coastal  Zone  Management, 
National  Oceanic  and  Atmospheric  Administration,  Department  of  Com- 
merce        495 

Sheehan,  Kenneth  E.,  vice  president,  American  Bureau  of  Shipping 237 

Sidenberg,  Lois  S  998 

Silcox,  John,  general  manager.  Exploration,  Chevron  Oil  Co 672 

Prepared  statement 678 

Sinclair,  Lt.  Comdr.  Terry  W.,  Planning  Staff  (CZM),  12th  Coast  Guard 

District 479 

Spaulding,  A.  O.,  vice  president,  general  manager.  Western  Oil  &  Gas 

Association 672 

Prepared  statement 673 

Sprague,  John  W.,  Associate  Director,   Energy  and  Minerals  Division, 

General  Accounting  Office 14 

Straughan,  Dr.  Dale,  Alan  Hancock  Foundation,  University  of  Southern 

California 672 

Prepared  statement 689 

Taylor,  Tim  R.,  Supervisory  Management  Auditor,  Energy  and  Minerals 

Division,  General  Accounting  Office 14 

Wallace,  Sidney  A.,  counsel.  Merchant  Marine  and  Fisheries  Committee, 

Rear  Admiral,  U.S.  Coast  Guard,  retired 138 

Prepared  statement 138 

Wilhelmson,  Dick,  Head  of  the  Study  Staff,  Department  of  the  Interior 504 

Wolfe,  Nelson,  Save  Our  Shores,  Santa  Cruz,  Calif 1007,  1069 

Prepared  statement 1072 

Wood,  Paul,  secretary-treasurer.  Pacific  Coast  Federation  of  Fishermen's 

Associations 1367 

Additional  information  supplied  by — 

Atlantic  Richfield  Co.:  Response  to  the  House  Select  Committee  on  the 

Outer  Continental  Shelf 361 

Boyle,  Stephen  R.:  House  Committee  on  Outer  Continental  Shelf  Policy  for 

August  29,  1979,  meeting  1001 

Burns,  Kathryn  A.:  Article  on  "The  West  Falmouth  Oil  Spill:  Hydrocar- 
bons in  the  Salt  Marsh  Ecosystem" 1076 

Coast  Guard:  Development  of  a  vessel  traffic  separation  scheme  for  the 

central  and  northern  coast  of  California 485 

U.S.  Coast  Guard:  Henry  H.  Bell's  answers  to  questions  by  the  Select 

Committee  on  the  Outer  Continental  Shelf 215 

Energy  Department: 

Leasing  Liaison  Committee: 

Agenda  for  meeting  of  July  18,  1979 94 

Memorandum  of  understanding  on  use  of  bidding  systems  85 

Oil  exploration  relations  between  the  United  States  and  Vietnam 560 

Environmental  Policy  Institute:  Views  on  the  5-year  leasing  program  for 

theOCS 467 

Exxon  Co.,  U.S.A.: 

Baltimore  Canyon  well  tests  starts  658 

Comments  on  draft  proposed  5-year  OCS  leasing  schedule 419 

Basin  ranking 421 

OCS  ranking  by  oil  and  gas  potential 422 

Fischer,  Michael:  Background  on  proposed  offshore  northern  Califor- 
nia petroleum  lease  sale 635 

Friends  of  the  Earth:  Comments  on  the  5-year  OCS  leasing  schedule 475 


VI 

Additional  information  supplied  by — Continued  Page 

General  Accounting  Office: 

Appendix  B — Memorandum  of  understanding  between  the  Depart- 
ment of  the  Interior  and  the  Department  of  Energy  concerning  the 
establishment  and  use  of  production  goals  for  energy  resources  on 

Federal  lands  51 

Federal  leasing  policy — "Is  the  Split  Responsibility  working?"  15 

Giacomini,  Gary: 

Photographs  of  oil  spill 1339 

Statement  of  opposition  to  lease  sale  53  offshore  drilling  1337 

Hedgpeth,  Joel  W.: 

August  1979  article  for  Bureau  of  Land  Management  on  a  summary  of 
knowledge  of  the  central  and  northern  California  coastal  zone  and 

offshore  areas 1053 

Emeritus  professor  of  oceanography,  Santa  Rosa,  Calif.,  on  "As  Blind 

Men  See  the  Elephant":  The  dilemma  of  marine  ecosystem  re-  ~ 

search  1030 

OCS  Project  workshop.  May  31,  19^^^  1050 

Herz,  Dr.  Michael:  April  1979  paper  by  Symposium  on  "The  Early  Life 
History  of  Fish  on  Effects  of  Inherent  Parental  Factors,  Including 
Pollutant   Uptake   on   Game   to   Condition   and   Viability   in   Striped 

Bass" 1024 

Hume,  Ellen:  Article  from  Los  Angeles  Times  of  March  21,  1979,  on 
"Andrus  May  Delay  Offshore  Oil  Leases — Imperial  Valley  Also  Could  Be 

Exempted  From  160-Acre  Limit" 652 

Interior  Department: 

Bureau  of  Land  Management — "Andrus  Appoints  Scientific  Commit- 
tee of  OCS  Advisory  Board" 611 

Memorandum  of  August  10,  1979,  to  Tom  Reed  on  request  for  informa- 
tion by  staff  of  the  OCS  Select  Committee  on  the  OCS 549 

Proposed  5-year  OCS  leasing  program 106 

September  1978,  northern  California  OCS  environmental  studies  plan, 

fiscal  year  1979 1084 

State  of  California  recommendation  on  Interior's  draft  proposed  5-year 

OCS  leasing  program 548 

Jacob,  Susanna:  Testimony  for  hearing  on  lease  sale  No.  53  to  House  Select 

Committee  on  the  Outer  Continental  Shelf 1320 

Kupper,  Kurt:  Concerns  expressed  relative  to  OCS  lease  sale  No.  53  and  the 

national  5-year  OCS  lease  schedule  573 

Menard,  Dr.  H.  William:  Article  on  OCS  sale  No.  59  call  area  is  extended..     1415 
Merchant  Marine  and  Fisheries  Committee:  Slides  and  photos  of  Ranger 

One  and  Ranger  Three  151,  165 

Nanz,  Robert  H.: 

Six  attachments: 

Proposed  OCS  oil  and  gas  lease  sale  schedule 370 

Proposed  OCS  schedule 371 

Alaskan  OCS  areas  and  dates  for  next  proposed  sale 372 

Production  from  new  discoveries  on  Alaska  OCS 373 

Proposed  accelerated  OCS  sale  schedule  Alaska 374 

Alaskan  OCS  sales  delayed 375 

National  Academy  of  Sciences:  "The  Tropospheric  Transport  of  Pollutants 

and  other  Substances  to  the  Oceans"  1217 

Natural  Resources  Defense  Council  Inc.: 

Comments  on  Department  of  the  Interior's  proposed  5-year  leasing 

program  proposed  March  9,  1979 449 

Testimony  to  Ad  Hoc  Select  Committee  on  OCS 461 

Response  to  written  questions  posed  by  the  Ad  Hoc  Select  Committee 

on  Outer  Continental  Shelf 441 

Shell  Oil  Co.: 

Two  attachments: 

Oceanographic  studies 384 

Environmental  studies 385 

Comments  to  Congressman  Livingston's  question  No.  6 386 

Comments  on  30  CFR  parts  250.35  and  252 389 

Comment  on  30  CFR  part  250  405 

Government  contracts  on  OCS  matters 380 

OCS  rankings  by  oil  and  gas  potential 423 

Questions  of  Mr.  Murphy  and  response 376 


VII 

Additional  information  supplied  by— Continued  Page 

Smith,  Patricia  L.,  Allan  E.  Gatzke,  Scott  T.  McCreary:  Community  Level 

Environmental  Impacts  of  Decentralized  Solar  Technologies 1238 

Stevens,  Payson  R.:  Oceans  magazine,  July  1979,  "Sea  Sense— OCS  Leasing 

Process"  1019 

U.S.  Geological  Survey:  Approval  and  inspection  process  for  OCS  Oil  and 

Gas  Operations 192 

Vielvoye,  Roger:  Article  from  Oil  and  Gas  Journal  of  June  25,  1979  on 

"Spills  Worsen  Problems  in  Global  Oil  Movements"  652 

Wallace,  R.  Adm.  Sidney  (ret.): 

Report  on  "Ranger  One"  Collapse 267 

*      Attachment  1,  Brochure  on  Ranger  One 273 

Attachment  2,  chairman's  statement  to  Marine  Board 275 

Attachment  3,  Search  and  rescue  file,  Ranger  One  incident  277 

Attachment  4,  Convening  order.  Marine  Board 285 

Attachment  5,  Parties  in  interest 287 

Attachment  6,  List  of  witnesses 291 

Attachment  7,  List  of  exhibits 294 

Attachment  8,  List  of  personnel  on  Ranger  One  at  time  of  inci- 
dent       308 

Attachment  9,  Data  on  mobile  offshore  drilling  units 309 

Attachment  10,  Major  rig  mishaps 315 

Attachment  11,  Coast  Guard  safety  advisory  to  operators  of  off- 
shore drilling  units 320 

Attachment  lOA,  (5  enclosures): 

Summary  of  MODU  casualty  reports 321 

Safety  advisory  notice 324 

Rapidraft  letter 326 

New/old  crude  oil  definition  327 

Statement  for,  and  hearing  of,  on  Range  I 328 

Western  Oil  and  Gas  Association:  Statement  before  the  Department  of  the 
Interior  in  Los  Angeles,  Calif.,  on  June  7,  1979,  on  proposed  OCS  emission 

regulations  '^02 

Analysis  and  recommendations  pertaining  to  the  Department  of  the 

Interior's  proposed  OCS  source  emission  threshold  limits 721 

Comments  on  the  Department  of  Interior's  proposed  OCS  emission 

regulations '^51 

Costs  of  mathematical  modeling  and  meteorological  monitoring  for 

assessments  of  air  quality  effects  of  OCS  development 975 

Critique  of  the  Carb  definition  of  California  Coastal  Waters  and 
discussion  of  the  Sea  Breeze/General  circulation  in  Southern  Cali- 
fornia       847 

Critique  of  the  regulatory  proposal  to  impose  PSD  significance  levels 
and  EPA's  36-hour  traveltime  concept  on  emissions  from  the  Outer 

continental  Shelf 943 

History  and  analysis  of  the  California  air  quality  standards  for  sulfur 

oxides ^^82 

Wolfe,  Nelson: 

Article  from  Geological  Survey  Circular  730  on  "Geologic  Appraisal  of 
the  Petroleum  Potential  of  Offshore  Southern  California:  The  Bor- 
derline Compared  to  Onshore  Coastal  Basins"  1083 

Comments  by  Karen  Delaney  on  the  proposed  5-year  leasing  schedule..     1074 
Wood,  Deborah,  Associated  Press:  Article  from  Santa  Barbara  News  Press 
of  Aug.  27,  1979,  on  "World  Crude  Oil  Production  Sets  Record  for  6 

Months" 999 

Communications  submitted  by — 

Ainley,  David  G.,  Ph.  D.,  letter  of  September  11,  1979  to  Hon.  John  M. 

Murphy 1387 

Alban,  Barbara  E.,  letters  dated: 

July  3,  1979,  to  Bradford  Lundborg 1389 

August  13,  1979,  to  John  M.  Murphy 1388 

Andrus,  Cecil  D.:  Letter  of  November  14,  1979,  to  Hon.  John  M.  Murphy...     1396 
Bankston,  G.C.,  letters  dated: 

April    6,    1979,    to    Chief,    Conservation    Division,    U.S.    Geological 

Survey  416 

July  5,  1979,  to  Chief,  Conservation  Division,  U.S.  Geological  Survey  ..      394 

Barbero,  Al:  Letter  to  Hon.  John  M.  Murphy  of  Sept.  18,  1979  611 

Barker,  C.  D.:  Letter  of  November  19,  1979,  to  Hon.  John  M.  Murphy 698 


VIII 

Communications  submitted  by — Continued  Page 

Bates,  Lawrence  J.,  letter  of  July  26,  1979,  to  Hon.  John  M.  Murphy 257 

Beinecke,  Frances,  letters  dated: 

May  11,  1979,  to  Frank  Gregg 457 

June  4,  1979,  to  Hon.  Cecil  Andrus 459 

Bell,  Henry  H.,  letter  of  August  28,  1979,  to  Hon.  John  M.  Murphy 214 

Connors,  Peter  G.:  Letter  of  August  29,  1979,  to  Hon.  John  M.  Murphy  with 

enclosure 1385 

Cragwell,  J.  S.  Jr.,  letter  of  June  20,  1979,  to  Adm.  John  B.  Hayes 222 

Cranston,  Alan;  Burton,  Phil;  Burton,  John;  Waxman,  Henry;  Patterson, 
Jerry: 

Letter  of  July  23,  1979,  to  Cecil  Andrus 651 

DiBona,  C.  J.,  letter  of  July  23,  1979,  to  Hon.  Cecil  D.  Andrus 424 

Drago,  Bud,  memorandum  of  June  5,  1979,  to  file  in  re  legislative  history  of 

DOE  authority  to  issue  regulations  under  Public  Law  95-372 7 

Faber,  Phyllis,  letters  dated: 

August  30,  1979,  to  House  Select  Committee  on  OCS 1208 

September  10,  1979,  to  Hon.  John  Murphy 1386 

Forsythe,  Edwin  B.,  letters  dated: 

March  19,  1979,  to  Cecil  D.  Andrus 11 

April  23,  1979,  to  Cecil  D.  Andrus 9 

June  20,  1979,  to  James  T.  Mclntyre,  Jr 6 

Fuchs,  Barbara,  letter  of  August  30,  1979,  to  Committee  on  OCS 1207 

Gage,  Mike,  letter  of  August  28,  1979,  to  Hon.  John  M.  Murphy 1353 

Get  Oil  Out,  Inc.:  Memorandum  for  meeting  of  August  24,  1979,  to  House 

Committee  on  Outer  Continental  Shelf  Policy 1001 

Greene,  Deni,  letter  of  May  31,  1979,  to  Hon.  Cecil  Andrus 547 

Gross,  David  B.,  letter  of  August  21,  1979,  to  Hon.  John  M.  Murphy 376 

Hancock,  Daniel  R.,  letter  to  Dr.  Joel  W.  Hedgpeth  of  September  21,  1978  1061 
Harrison,  Robert:  Letter  of  July  20,  1979,  to  Chief,  Conservation  Division, 

U.S.  Geological  Survey 750 

Hedgpeth,  Joel  W.,  letter  of  August  30,  1979,  to  House  Select  Committee  on 

the  OCS 1062 

Howe,  William  S.,  Jr.:  Letter  of  August  30,  1979,  to  House  Select  Committee 

on  the  Outer  Continental  Shelf 1380 

Keene,  Don,  memo  of  May  26,  1978,  on  regional  studies  plan  coordination 

meeting 1191 

Loftis,  John  L.,  Jr.,  letters  dated: 

April  16,  1979,  to  Hon.  Cecil  D.  Andrus 418 

July  6,  1979,  to  Hon.  Cecil  D.  Andrus 424 

July  31,  1979,  to  Hon.  John  M.  Murphy 417 

Mayfield,  John,  letter  of  September  10,  1979  to  Congressman  John  Murphy.  1382 

McCloskey,  Maxine,  letter  of  August  27,  1979,  to  Hon.  John  Murphy  1382 

Murphy,  Hon.  John  M.,  Hon.  Gerry  E.  Studds,  Hon.  William  J.  Hughes, 
Hon.  George  Miller,  Hon.  Leo  C.  Zeferetti,  Hon.  Bo  Ginn,  Hon.  David  E. 
Bonior,  Hon.  Don  H.  Clausen:  Letter  of  September  19,  1979,  to  Cecil  D. 

Andrus  1391 

Murphy,  John  M.,  letter  to  Hon.  James  T.  Mclntyre,  Jr.,  dated  June  20, 

1979 6 

Nanz,  Robert  H.,  letter  of  August  20,  1979,  to  Hon.  John  M.  Murphy 376 

Obrebski,  Steven,  Ph.  D.,  letter  of  August  27,  1979,  to  Committee  on  the 

Outer  Continental  Shelf 1381 

Osmer,  Frank  E.,  letter  of  September  5,  1979,  to  Hon.  John  Murphy 1383 

Otteman,  L.  G.,  letter  of  July  6,  1979,  to  chief.  Conservation  Division,  U.S. 

Geological  Survey 395 

Pierson,  Aileen,  letter  of  September  3,  1979,  to  Hon.  Jack  Murphy 1387 

Price,  Phyllis:  Letter  of  September  5,  1979,  to  Hon.  John  M.  Murphy..  1388 
Reynolds,  Albert  F.: 

Letter  of  August  16,  1978,  to  William  E.  Grant 599 

Letter  to  Director,  Bureau  of  Land  Management  599 

Scarborough,  Adm.  R.  H.: 

Letter  of  May  10,  1979,  to  Dr.  H.  William  Menard 221 

Letter  of  November  15,  1979,  to  Hon.  John  M.  Murphy 493 

Shore,  Beth,  letter  of  August  30,  1979,  to  Committee  on  the  OCS 1386 

Spaulding,  A.  O.:  Letter  of  September  28,  1979,  to  Hon.  John  M.  Murphy..  701 

White,  Mark,  letter  of  July  3,  1979,  to  Bradford  Lundborg 1389 

Wilhelmsen,  Dick:  Memo  of  May  24,  1978,  on  summary  of  preliminary 
meeting  with  the  State  of  California  concerning  BLM's  regional  environ- 
mental study  plans  for  southern  and  northern  California 1187 

Yager,  David:  Letter  of  March  19,  1979,  to  Secretary  Cecil  Andrus 597 


OUTER  CONTINENTAL  SHELF  OVERSIGHT 

HEARINGS 


MONDAY,  JULY  9,  1979 

House  of  Representatives, 
Select  Committee  on  the  Outer  Continental  Shelf, 

Washington,  D.C. 

The  committee  met,  pursuant  to  notice,  at  10:09  a.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  John  M.  Murphy 
(chairman)  presiding. 

Present:  Representatives  Murphy,  Breaux,  Hughes,  Miller,  Sei- 
berling,  Bonior,  Livingston  and  Lewis. 

Staff  present:  Carl  L.  Perian,  chief  of  staff;  Lawrence  J.  O'Brien, 
chief  counsel;  Thomas  R.  Kitsos,  majority  counsel;  C.  Grady  Drago, 
minority  chief  counsel;  Kate  Bonner,  research  assistant;  Tom  Tack- 
aberry,  professional  staff;  Sherry  Steffel,  minority  counsel;  Carla 
Kish,  interior  committe  liaison. 

The  Chairman.  The  committee  will  come  to  order. 

Today  the  Select  Committee  on  the  Outer  Continental  Shelf  is 
embarking  on  its  eighth  and  perhaps  most  important  oversight 
hearing  on  the  implementation  of  the  Outer  Continental  Shelf 
Lands  Act  Amendments  of  1978. 

The  committee  will  focus  on  what  I  have  characterized  as  a 
"national  embarrassment"  in  OCS  management — that  is,  the  com- 
plete failure  of  the  Department  of  the  Interior  and  the  Department 
of  Energy  to  work  together  to  accelerate  the  development  of  oil  and 
gas  on  the  Outer  Continental  Shelf.  This  intolerable  lack  of  inter- 
agency coordination,  brought  out  during  the  formulation  of  the  5- 
year  leasing  plan  and  the  development  of  regulations  regarding 
alternate  bidding  systems,  evidenced  itself  during  previous  over- 
sight hearings  and  has  been  dramatically  documented  by  the  June 
4,  1979  report  of  the  General  Accounting  Office.  The  ranking  mi- 
nority member  and  I  requested  this  GAO  study  with  full  expecta- 
tions that  it  would  confirm  our  own  suspicions,  and  it  is  safe  to  say 
that  our  worst  fears  have  been  substantiated. 

Today  we  have  brought  together  the  Department  of  the  Interior, 
the  Department  of  Energy,  and  the  General  Accounting  Office  to 
investigate  the  coordination  problems  described  by  the  GAO  and  to 
consider  some  of  their  recommendations  to  resolve  this  longstand- 
ing and  detrimental  jurisdictional  conflict. 

In  addition,  the  committee  will  consider  the  proposed  5-year 
leasing  program  recently  submitted  to  the  Congress  by  the  Depart- 
ment of  the  Interior. 

In  view  of  our  increasing  dependence  on  foreign  imports,  contin- 
ued price  increases  on  the  part  of  OPEC,  and  current  gasoline 
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shortages,  the  acceleration  of  our  OCS  oil  and  gas  leasing  program 
is  more  important  than  ever  before.  The  Department  of  Energy  has 
estimated  that  of  the  U.S.  share  of  undiscovered  reserves,  some  65 
percent  of  the  total  oil  will  be  found  offshore.  The  Congress  passed 
the  OCS  Lands  Act  Amendments  of  1978  in  order  to  expedite  OCS 
exploration  and  development  in  an  orderly  and  environmentally 
sound  manner.  The  energy  crisis  dictates — and  the  public  de- 
mands— a  concerted  effort  on  the  part  of  the  administration  to 
carry  out  the  OCS  program  and  to  implement  the  OCS  legislation 
with  dispatch.  Bureaucratic  bickering  and  jurisdictional  squabbles 
are  impediments  which  the  Nation  can  neither  afford  nor  tolerate. 

The  conference  committee  on  S.  9  went  to  great  lengths  to  recog- 
nize the  respective  responsibilities  of  the  Department  of  the  Interi- 
or and  the  Department  of  Energy  regarding  the  OCS  program,  in 
light  of  the  Department  of  Energy  Organization  Act.  In  general, 
DOI  has  the  responsibility  for  leasing  and  managing  public  lands 
on  the  OCS,  except  those  responsibilities  explicitly  transferred  to 
Energy  by  the  DOE  Act,  which  include  setting  production  rates; 
fostering  competition;  implementing  alternative  bidding  systems; 
establishing  due  diligence  requirements;  and  specifying  the  proce- 
dures, terms,  and  conditions  for  the  acquisition  and  disposition  of 
Federal  royalty  interests  taken  in  kind.  In  addition.  Energy  is  to 
give  DOI  30  days  to  comment  on  regulations  to  be  promulgated 
under  its  new  responsibilities;  Interior  is  to  afford  DOE  30  days  to 
disapprove  any  term  or  condition  of  a  Federal  lease  to  be  issued 
concerning  the  areas  of  DOE's  authority;  and  upon  such  disapprov- 
al, DOE  is  to  detail  the  reasons  for  that  disapproval,  and  the 
alternatives  which  would  be  acceptable  to  DOE.  Furthermore,  the 
DOE  Act  established  a  Leasing  Liaison  Committee  as  a  forum  for 
interagency  cooperation. 

The  jurisdictional  lines  between  DOE  and  DOI  regarding  the 
OCS  are  clear  cut;  and  Mr.  Forsythe  and  I  have  expressed  that 
view  in  a  recent  communication  to  the  Director  of  0MB  in  regard 
to  DOE's  issuance  of  their  proposed  new  bidding  system  regula- 
tions— which  we  feel  are  long  overdue  and  should  be  issued  without 
further  delay. 

The  June  4,  1979,  GAO  report  bluntly  states  the  following: 

Our  analysis  indicates  that  the  initial  coordination  efforts  between  the  Depart- 
ments are  not  working  smoothly.  The  Departments  differ  on  the  use  of  Energy's 
production  goals,  on  the  framework  and  context  of  regulations,  and  on  the  general 
responsibilities  of  each  Department  on  leasing  matters.  The  Leasing  Liaison  Com- 
mittee has  not  been  effective  in  resolving  these  conflicts. 

The  GAO  report  elaborates  on  this  paucity  of  coordination  and 
cooperation,  and  points  to  resultant  delays: 

The  one  area  where  the  Departments  attempted  to  clarify  their  respective  roles 
and  responsibilities  was  on  the  development  and  use  of  production  goals.  The 
Departments  entered  into  a  memorandum  of  understanding  covering  production 
goals.  The  memorandum's  language,  however,  was  vague  and  subject  to  different 
interpretations.  As  a  result  conflicts  continue  between  the  Departments  as  to  how 
production  goals  are  to  be  used.  *  *  * 

*  *  *  Energy  is  developing  regulations  dealing  with  production  rates,  competition, 
alternative  bidding  systems,  diligence  and  royalty-in-kind.  ♦  *  ♦  none  of  which  have 
been  finalized.  We  found  that  both  Departments  are  interpreting  their  responsibil- 
ities differently,  delays  have  been  experienced  in  implementing  these  regulations. 


Concerning  the  formulation  of  the  5-year  leasing  program,  GAO 
further  states: 

*  *  *  Energy  developed  OCS  production  goals  and  provided  them  to  the  Interior. 
These  goals  were  not  used  in  developing  the  schedule  announced  by  the  Interior  in 
March  1979.  As  a  result,  no  relationship  exists  between  the  draft  lease  schedule  and 
production  goals. 

The  following  citation  from  the  GAO  report  vividly  demonstrates 
the  interagency  conflict  and  suspicion  that  plagues  the  implemen- 
tation of  the  OCS  Act: 

Energy  officials  do  not  agree  with  Interior's  comments  (on  production  goals). 
Interior,  they  believe,  is  more  concerned  with  retaining  jurisdiction  over  leasing 
than  the  attainment  of  national  energy  policy. 

Finally,  according  to  the  GAO,  the  Leasing  Liaison  Committee 

has  been  grossly  ineffective  in  resolving  the  interagency  problems 

that  have  arisen: 

To  date,  the  committee  has  assumed  more  of  a  ceremonial  function  than  a 
problem-solving  function.  Important  issues  between  the  Departments  have  either 
not  reached  the  committee  or  were  too  slow  in  reaching  the  committee. 

Hopefully,  we  can  leave  this  hearing  today  resolved  to  eliminate 
the  jurisdictional  obstacles  which  have  stymied  the  progress  of  our 
OCS  program,  and  have  caused  unnecessary  delays,  in  promulgat- 
ing regulations  for  the  use  of  alternative  bidding  systems,  which 
has  served  as  a  basis  for  citizen  groups  to  challenge  our  offshore 
leasing  program. 

The  second  and  related  focus  of  today's  session  is  to  examine  the 
proposed  5-year  leasing  program  which  was  recently  submitted  to 
the  Congress  by  Secretary  Andrus  as  a  requirement  of  section  18  of 
the  1978  OCS  Lands  Act  Amendments. 

On  March  9,  1979,  Secretary  Andrus  announced  the  submission 
of  the  draft  proposed  5-year  leasing  schedule  to  the  Governors  of 
affected  States  for  review.  This  draft  schedule  called  for  26  sales, 
an  average  of  5  per  year,  including  9  in  the  Gulf  of  Mexico;  2  in  the 
North  Atlantic,  Georges  Banks  area;  2  in  the  South  Atlantic;  2  in 
the  Mid-Atlantic  Baltimore  Canyon  area;  4  offshore  California;  and 
7  offshore  Alaska. 

In  his  April  Energy  message.  President  Carter  called  for  in- 
creased exploration  and  development  on  the  OCS.  Accordingly,  to 
comply  with  that  directive,  the  revised  June  plan  adds  four  sales, 
raising  from  26  to  30  the  number  of  sales  over  the  5-year  period. 

The  May  hearings  of  the  Select  OCS  Committee  addressed  the  5- 
year  leasing  program  in  light  of  the  President's  call  for  accelerated 
development  on  the  OCS.  At  the  hearing  it  was  brought  out  that 
too  little  emphasis  in  the  March  plan  was  placed  on  high  potential 
areas,  particularly  in  Alaska,  principally  due  to  environmental 
considerations.  Also,  some  high  potential  areas  were  not  scheduled 
until  late  in  the  5-year  period  and  would  not  contribute  to  our 
energy  supplies  until  the  mid-1990's.  In  addition,  it  was  pointed  out 
that  a  large  proportion  of  the  sales  on  the  March  schedule  were 
proposed  for  the  Gulf  of  Mexico,  where  over  4,000  exploratory  wells 
have  been  drilled,  and  we  cannot  expect  to  find  the  truly  large 
reserves  needed.  The  OCS  oversight  hearings  also  brought  out  the 
administrative  constraint  that  the  Department  of  the  Interior 
could  handle  a  maximum  of  six  lease  sales  per  year. 


The  June  plan  attempts  to  provide  a  mixture  of  lease  sales 
among  proven  oil  and  gas  producing  areas  and  frontier  areas, 
calling  for  an  average  of  six  sales  per  year.  The  proposed  June 
schedule  provides  for  6  sales  in  the  Atlantic,  11  in  the  Gulf  of 
Mexico,  4  off  California,  and  9  off  Alaska.  The  June  plan  continues 
the  emphasis  on  the  Gulf  of  Mexico,  where  over  one-third  of  the 
sales  are  to  be  held,  while  somewhat  accelerating  the  development 
of  offshore  lands  in  Alaska.  Of  the  total  of  four  additional  sales, 
two  are  in  the  mature  Gulf  of  Mexico  area,  and  two  are  in  frontier 
areas  offshore  Alaska.  Although  a  Cook  Inlet  sale  was  dropped,  it 
was  replaced  by  another  Alaska  sale.  One  demonstration  of  the 
effort  to  accelerate  development  in  Alaska  is  the  fact  that  the  very 
high  potential  St.  Georges  Basin  sale — formerly  a  contingency 
sale — has  been  advanced  about  25  months.  Still,  areas  of  high 
interest  to  the  industry,  such  as  the  Bristol  Basin,  were  not  includ- 
ed. 

In  a  major  development  regarding  the  proposed  leasing  program, 
the  Secretary  of  the  Interior  has  decided  that  an  environmental 
impact  statement  will  be  prepared  on  the  proposed  schedule.  A 
draft  EIS  should  be  available  in  August  1979,  and  the  final  state- 
ment in  January  1980. 

The  Department  of  the  Interior  claims  that  the  proposed  June 
program  is  compatible  with  the  OCS  production  goals  developed  by 
the  Department  of  Energy,  something  we  must  evaluate. 

Members  of  this  committee  have  continued  to  express  concern 
over  the  pace  of  the  OCS  leasing  program.  The  March  draft  plan 
failed  to  adequately  accelerate  OCS  exploration  and  development, 
and  fell  short  of  DOE's  recommended  production  goals.  In  view  of 
administrative  constraints,  the  new  June  schedule  of  six  sales  per 
year  appears  to  represent  a  reasonable  effort  to  accelerate  leasing 
in  high  potential  areas,  particularly  offshore  Alaska. 

Hopefully  today's  witnesses  will  act  to  reassure  the  American 
people  by  providing  some  indication  that  these  two  agencies  are 
back  on  track.  We  can  hardly  restore  the  confidence  of  an  impa- 
tient public — languishing  on  gas  lines  as  we  meet — unless  we  move 
to  remedy  the  problems  uncovered  by  this  committee  and  GAO. 

Congressman  Livingston? 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  the  hearing  we  are  holding  today  is  an  attempt  to 
find  a  solution  to  the  problems  that  have  stunted  the  implementa- 
tion of  the  1978  amendments  to  the  1953  Outer  Continental  Shelf 
Lands  Act. 

These  problems  were  not  only  uncovered  in  the  7  days  of  over- 
sight hearings  held  by  the  Select  Committee  on  the  Outer  Conti- 
nental Shelf,  but  were  detailed  and  confirmed  in  the  recent  GAO 
report  that  was  requested  by  you  and  my  ranking  minority  mem- 
ber from  New  Jersey,  Mr.  Forsythe. 

Mr.  Chairman,  at  this  point  I  ask  permission  to  insert  Mr.  For- 
sythe's  opening  statement  in  the  record. 

The  Chairman.  Without  objection,  so  ordered. 

[The  following  was  received  for  the  record:] 


Opening  Statement  of  Hon.  Edwin  B.  Forsythe  of  New  Jersey 

Mr.  Chairman,  On  March  29,  1979,  the  House  approved  the  resolution  reconstitut- 
ing this  committee  as  a  Select  Committee  on  the  Outer  Continental  Shelf.  In  doing 
so  the  House  retained  a  vital  tool  in  ensuring  that  our  nation's  last  energy  frontier, 
the  OCS,  is  developed  in  an  orderly  and  accelerated  manner. 

In  reconstituting  this  Committee,  the  House  retained  the  Members,  staff,  and 
records  that  from  April  of  1975  through  September  18,  1978,  had  seen  the  develop- 
ment and  ultimate  passage  of  the  1978  OCSLA.  As  a  result,  this  Committee  is  in  a 
very  unique  position  regarding  the  OCS  Act  and  its  legislative  history — there  should 
be  no  difficulty  in  the  traditional  debate  over  statutory  language  or  Congressional 
intent  since  we  are  the  Committee  that  wrote  both  the  statue  and  the  intent. 

While  all  of  the  members  of  this  Committee  are  not  in  philosophical  agreement 
on  the  merits  of  the  various  provisions  of  Public  Law  95-372,  there  is  one  point 
upon  which  all  Members  are  in  agreement,  it  is  the  law  of  the  land  and  must  be 
implemented  accordingly.  If  we  determine  that  there  are  provisions  of  the  Act  that 
we  do  not  like,  or  that  obviously  are  not  working,  we  will  then  offer  amendments  to 
change  the  Act.  At  this  point  there  are  a  few  amendments  I  am  considering  but  I 
will  wait  to  introduce  these  amendments  until  we  have  a  chance  to  see  the  Act 
operate  with  all  of  its  regulations  intact. 

During  the  seven  days  of  oversight  hearings  held  by  this  Committee,  a  well  as  the 
investigations  we  have  conducted  on  the  various  regulations  that  have  been  pub- 
lished for  comment,  it  became  obvious  that  not  only  wasn't  the  intent  of  the  Act 
being  followed  in  many  instances,  but  the  statutory  language  was  also  being  ig- 
nored. It  was  because  of  this  situation  that  Mr.  Breaux  offered,  and  the  House 
accpeted,  as  amendment  to  the  OSHA  appropriations  bill  prohibiting  OSHA  from 
obligating  or  expending  funds  for  activities  on  the  OCS  not  authorized  in  Public 
Law  95-372  (which  is  limited  to  the  issuance  of  regulations).  The  question  as  to  the 
specific  legal  authority  of  OSHA  will  most  likely  be  settled  by  either  the  Depart- 
ment of  Justice  or  the  Court  since  OSHA  has  refused  to  cease  and  desist  from 
conducting  activities  on  the  OCS  which  are  clearly  violative  of  Public  Law  95-372. 

This  same  situation  has  presented  itself  in  the  relationship  between  the  Depart- 
ment of  the  Interior  and  the  Department  of  Energy,  which  is  the  reason  Chairman 
Murphy  and  I  requested  the  General  Accounting  Office  to  conduct  a  study  on  the 
working  relationship  between  the  Departments  of  Interior  and  Energy.  The  GAO 
report  and  its  findings  confirmed  what  the  Select  Committee  on  the  OCS  found  as  a 
result  of  its  hearings  and  investigations  of  proposed  regulations.  The  problem  uncov- 
ered by  OCS  hearings  and  confirmed  by  the  General  Accounting  Office,  are  the 
subject  of  today's  hearings. 

The  biggest  single  problem  and  the  heart  of  the  GAO  report  which  has  been 
characterized  by  our  Chairman  as  a  "national  disgrace",  is  the  inability  or  refusal  of 
the  Department  of  the  Interior  to  follow  the  statute  and  intent  of  Public  Law  95- 
372,  or  the  statute  and  intent  of  Public  Law  95-91,  the  Department  of  Energy 
Organization  Act,  which  was  included  in  Public  Law  95-372  under  the  definition  of 
Secretary. 

The  first  problem  in  this  area  involves  the  issuance  of  the  alternative  bidding 
system  regulations. 

It  was  uncovered  in  our  hearings  that  the  DOE  first  sent  the  DOI  proposed  new 
regulations  on  most  of  the  bidding  systems  on  September  28,  1978.  The  GAO  report 
state  that  the  Department  of  the  Interior  first  disapproved  the  bidding  systems  in 
the  summer  of  1978,  which  goes  back  even  further. 

I  would  like  to  point  out  that  this  situation  should  not  exist  since  in  accordance 
with  provisions  of  Public  Law  95-91,  the  Department  of  Energy  need  allow  DOI  only 
thirty  days  to  comment  on  any  proposed  regulations  before  publishing  the  regula- 
tions in  the  register.  In  an  attempt  to  provide  a  more  informal  relationship,  a 
memorandum  of  understanding  was  agreed  to  allowing  a  more  informal  period  of 
comment.  This  obviously  has  not  worked,  and  as  recommended  by  GAO,  the  Depart- 
ment of  Energy  should  adhere  to  the  law  and  allow  thirty  days  only. 

The  legal  authority  for  the  Department  of  Energy  to  issue  the  alternative  bidding 
system  regulations  as  they  were  written  is  crystal  clear  in  the  law  under  Sections 
302  and  303  of  the  DOE  Organization  Act,  Public  Law  95-91. 

The  DOE  finally  decided  to  publish  their  proposed  regulations  in  this  area,  but 
due  to  the  fact  that  DOI  did  not  like  the  inclusions  of  all  of  DOE's  authority  in  this 
area  spelled  out  in  the  regulations,  DOI  requested  0MB  to  intervene. 

On  June  20th  of  this  year.  Chairman  Murphy  and  I  wrote  a  letter  to  0MB 
detailing  the  authority  of  the  Department  of  Energy  to  issue  the  regulations,  and 
also  spelled  out  the  fact  that  the  Public  Law  95-91  intended  that  the  administrative 
branch  make  no  new  delineation  of  the  authorities  transferred  to  DOE,  and  the  only 
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question  involved  is  one  for  the  judicial  branch.  We  also  pointed  out  that  many  of 
DOI's  reservations  over  these  regulations  were  previously  agreed  to  be  the  Secretary 
of  Interior  in  a  letter  to  Chairman  Brooks  which  was  included  in  the  House  report 
on  the  DOE  Act. 

Mr.  Chairman,  I  would  like  to  include  in  the  record  at  this  point,  our  letter  to 
0MB  as  well  as  a  paper  on  DOE's  legal  authority  to  issue  regulations. 

House  of  Representatives, 
Select  Committee  on  Outer  Continental  Shelf, 

Washington,  D.C.,  June  20,  1979. 

Hon.  James  T.  McIntyre,  Jr., 

Director,  Office  of  Management  and  Budget, 

Washington,  D.C. 

Dear  Mr.  McIntyre:  It  has  come  to  our  attention  that  the  Department  of  the 
Interior  has  requested  that  you  intervene  in  DOE's  issuance  of  their  proposed  new 
bidding  system  regulations  required  by  PL  95-372.  As  a  matter  of  fact,  we  under- 
stand that  the  issuance  of  these  regulations  has  been  held  up  pending  some  disposi- 
tion of  DOI's  request  by  your  office. 

We  are  writing  to  express  our  deep  concern  and  surprise  over  any  action  you  may 
take  in  this  area,  as  the  law  is  crystal  clear  that  the  sole  authority  of  these 
regulations  lies  with  the  Department  of  Energy. 

Public  Law  95-91  (the  DOE  Organization  Act)  is  specific  in  Section  302(bX2)  as 
pertains  to  the  transfer  of  legal  authority  to  issue  regulations  pertaining  to  bidding 
systems.  Section  303(c)(1)  goes  even  further  stating: 

"Section  303(c)(1)  The  Secretary  of  the  Interior  shall  afford  the  Secretary  not  less 
than  thirty  days,  prior  to  the  date  on  which  the  Department  of  the  Interior  first 
publishes  or  otherwise  prescribes  the  terms  and  conditions  on  which  a  Federal  lease 
will  be  issued,  to  disapprove  any  term  or  condition  of  such  lease  which  relates  to 
any  matter  with  respect  to  which  the  Secretary  has  authority  to  issue  regulations 
under  section  302(b)  of  this  Act.  No  such  term  or  condition  may  be  included  in  such 
a  lease  if  it  is  disapproved  by  the  Secretary.  The  Secretary  and  the  Secretary  of  the 
Interior  may  by  agreement  define  circumstances  under  which  a  reasonable  opportu- 
nity of  less  than  thirty  days  may  be  afforded  the  Secretary  to  disapprove  such  terms 
and  conditions.  (2)  Where  the  Secretary  disapproves  any  lease,  term,  or  condition 
under  paragraph  (1)  of  this  subsection  he  shall  furnish  the  Secretary  of  the  Interior 
with  a  detailed  written  statement  of  the  reasons  for  his  disapproval,  and  of  the 
alternatives  which  would  be  acceptable  to  him." 

This  transfer  of  authority  was  confirmed  in  the  statement  of  managers  on  PL  95- 
91,  and  it  was  specifically  noted  that  there  was  to  be  no  alterations  or  delineation  of 
this  transfer  by  the  executive  branch.  According  to  the  Conference  Report  on  PL 
95-91: 

"The  House  amendment  transfers  the  same  authority  to  the  Secretary  as  the 
Senate  bill,  but  excludes  the  detailed  specificity  of  the  draft  executive  order. 

"The  conference  adopted  the  House  amendment  with  the  understanding  that  the 
precise  authorities  and  responsibilities  to  be  transferred  would  be  those  reflected  in 
section  302(e)  of  the  Senate  bill." 

This  clear  and  specific  statutory  language,  as  well  as  the  clarification  and  addi- 
tional delineation  of  the  intent  of  the  Act,  were  acknowledged  by  the  Secretary  of 
the  Interior  Andrus,  and  the  Office  of  Management  and  Budget,  in  a  report  by 
Secretary  Andrus  to  Chairman  Brooks  of  the  Government  Operations  Committee. 
According  to  Secretary  Andrus's  letter  to  Chairman  Brooks: 

"It  will,  however,  be  the  responsibility  of  the  Department  of  Energy  to  set  produc- 
tion goals  for  federally  owned  or  controlled  fossil  fuel  and  geothermal  resources,  and 
to  establish  regulations  relating  to  the  general  nature  of  economic  terms  and  to 
disapprove  certain  economic  terms  on  a  lease  by  lease  basis. 

Control  of  the  other  terms  and  conditions,  and  especially  the  environmental 
protection  terms  and  conditions,  will  remain  with  the  Department  of  the  Interior. 
Choosing  the  mix  of  land  uses  which  best  achieves  our  national  land  use  objectives, 
while  holding  undesirable  impacts  to  a  minimum,  will  remain  Interior's  responsibili- 
ty. *  *  * 

The  Office  of  Management  and  Budget  has  no  objection  to  the  submission  of  this 
report,  and  advises  that  enactment  of  H.R.  4263  would  be  in  accordance  with  the 
program  of  the  President."  (From  Secretary  Andrus's  letter  to  Chairman  Brooks 
printed  in  House  Report  on  H.R.  6804). 

There  is  no  additional  legislative  language  or  congressional  intent  that  can  make 
the  law  or  the  intent  any  clearer. 


The  Department  of  Energy  has  sole  authority  to  establish  regulations  for  bidding 
systems,  and  only  need  allow  Interior  a  thirty  day  comment  period. 

The  Select  Committee  on  the  Outer  Continental  Shelf  has  held  seven  days  of 
oversight  hearings  this  year,  all  of  which  uncovered  the  fact  that  the  Department  of 
the  Interior  has  created  problems  in  this  area  (the  bidding  systems  regulations  were 
first  sent  to  the  Department  of  the  Interior  by  the  Department  of  Energy  on 
September  28,  1978).  As  a  follow-up  to  our  hearings,  we  requested  GAO  to  conduct  a 
study  on  the  problems  between  DOI  and  DOE  that  has  delayed  implementation  of 
Public  Law  95-372. 

GAO's  report  was  completed  on  June  4,  1979,  and  more  than  confirmed  the 
findings  of  our  Committee  particularly  as  relates  the  very  issue  that  we  are  discuss- 
ing in  this  letter. 

Not  only  did  President  Carter  support  the  contents  of  Public  Law  95-91,  as 
outlined  in  Secretary  Andrus's  letter  detailed  above,  but  he  expressed  additional 
concern  over  accelerated  production  of  energy  resources  on  the  OCS  in  his  energy 
message  of  April  5,  1979. 

In  light  of  the  above  facts,  it  appears  clear  that  DOE  should  not  delay  any  longer 
in  issuing  their  currently  proposed  bidding  system  regulations,  and  we  appreciate 
any  positive  action  on  your  part  to  allow  them  to  pursue  their  legal  obligations. 

We  would  appreciate  your  urgent  action  on  this  matter,  as  it  is  our  understanding 
that  some  decision  may  be  made  in  this  area  within  the  next  few  days. 
Sincerely, 

John  M.  Murphy, 
Chairman,  Select  Committee  on  the 
Outer  Continental  Shelf. 

Edwin  B.  Forsythe, 

Ranking  Minority  Member, 
Select  Committee  on  the  Outer  Continental  Shelf. 


House  of  Representatives, 
Select  Committee  on  Outer  Continental  Shelf, 

Washington,  B.C.,  June  5,  1979. 

To:  File. 

From:  Bud  Drago. 

Re  Legislative  history  of  DOE  authority  to  issue  regulations  under  Public  Law  95- 
372. 

Public  Law  95-91  (the  DOE  Organization  Act)  specifies  that  certain  authorities  be 
transferred  to  DOE  from  DOI  in  Section  302(b)  and  Section  303(c): 

"Section  302(b).  There  are  hereby  transferred  to,  and  vested  in,  the  Secretary  the 
functions  of  the  Secretary  of  the  Interior  to  prescribe  regulations  under  the  Outer 
Continental  Shelf  Lands  Act,  the  Mineral  Lands  Leasing  Act,  the  Mineral  Leasing 
Act  for  Acquired  Lands,  the  Geothermal  Steam  Act  of  1970,  and  the  Energy  Policy 
and  Conservation  Act,  which  relate  to  the — 

(1)  fostering  of  competition  for  Federal  leases  (including,  but  not  limited  to, 
prohibition  on  bidding  for  development  rights  by  certain  types  of  joint  ven- 
tures); 

(2)  implementation  of  alternative  bidding  systems  authorized  for  the  award  of 
Federal  leases; 

(3)  establishment  of  diligence  requirements  for  operations  conducted  on  Fed- 
eral leases  (including,  but  not  limited  to,  procedures  relating  to  the  granting  or 
ordering  by  the  Secretary  of  the  Interior  of  suspension  of  operations  or  produc- 
tion as  they  relate  to  such  requirements); 

(4)  setting  rates  of  production  for  Federal  leases;  and 

(5)  specifying  the  procedures,  terms,  and  conditions  for  the  acquisition  and 
disposition  of  Federal  royalty  interests  taken  in  kind." 

and 

"Section  303(c)(1).  The  Secretary  of  the  Interior  shall  afford  the  Secretary  not  less 
than  thirty  days,  prior  to  the  date  on  which  the  Department  of  the  Interior  first 
publishes  or  otherwise  prescribes  the  terms  and  conditions  on  which  a  Federal  lease 
will  be  issued,  to  disapprove  any  term  or  condition  of  such  lease  which  relates  to 
any  matter  with  respect  to  which  the  Secretary  has  authority  to  issue  regulations 
under  section  302(b)  of  this  Act.  No  such  term  or  condition  may  be  included  in  such 
a  lease  if  it  is  disapproved  by  the  Secretary.  The  Secretary  and  the  Secretary  of  the 
Interior  may  by  agreement  define  circumstances  under  which  a  reasonable  opportu- 
nity of  less  than  thirty  days  may  be  afforded  the  Secretary  to  disapprove  such  terms 
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and  conditions.  (2)  Where  the  Secretary  disapproves  any  lease,  term,  or  condition 
under  paragraph  (1)  of  this  subsection  he  shall  furnish  the  Secretary  of  the  Interior 
with  a  detailed  written  statement  of  the  reasons  for  his  disapproval,  and  of  the 
alternatives  which  would  be  acceptable  to  him." 

This  transfer  of  authority  was  confirmed  in  the  statement  of  managers  and  it  was 
specifically  noted  that  there  was  to  be  no  alteration  or  delineation  of  this  transfer 
by  the  executive  branch.  According  to  the  conference  report  on  S826: 

"The  House  amendment  transfers  the  same  authority  to  the  Secretary  as  the 
Senate  bill,  but  excludes  the  detailed  specificity  of  the  draft  executive  order. 

The  conference  adopted  the  House  amendment  with  the  understanding  that  the 
precise  authorities  and  responsibilities  to  be  transferred  would  be  those  reflected  in 
section  302(e)  of  the  Senate  bill."  (From  Senate  report  95-367,  the  conference  report 
on  S826). 

In  addition,  the  provisions  of  Public  Law  95-91  were  adopted  in  Public  Law  95- 
372  in  Title  II  under  Definitions,  Section  201(1t)): 

"(b)  The  term  'Secretary'  means  the  Secretary  of  the  Interior,  except  that  with 
respect  to  functions  under  this  Act  transferred  to,  or  vested  in,  the  Secretary  of 
Energy  of  the  Federal  Energy  Regulatory  Commission  by  or  pursuant  to  the  Depart- 
ment of  Energy  Organization  Act  (42  U.S.C.  7101  et  seq.),  the  term  'Secretary' 
means  the  Secretary  of  Energy,  or  the  Federal  Energy  Regulatory  Commission,  as 
the  case  may  be;" 

During  the  consideration  of  the  DOE  Organization  Act  by  the  Government  Oper- 
ations Committee,  Chairman  Brooks  sought  the  opinion  and  views  of  the  Secretary 
of  the  Interior.  The  contents  of  Secretary  Andrus's  letter  was  printed  in  the  House 
report  on  H.R.  6804  (the  DOE  Organization  Act).  This  is  particularly  pertinent  since 
the  conference  report  specifically  adopted  the  sections  of  the  House  bill  pertinent  to 
the  Secretary's  remarks,  which  is  explained  in  the  above  insertion. 

It  is  perfectly  clear  that  not  only  the  statutory  languate  of  Public  Law  95-91,  but 
the  intent  of  Congress,  with  the  Secretary  of  Interior's  knowledge  and  blessing,  are 
clear  that  the  Department  of  Energy  was  not  only  to  have  full  authority  on  what 
bidding  systems  should  be  used  on  what  tract  and  on  what  lease  sale,  but  that  DOE 
had  clear  authority  to  disapprove,  on  a  lease  by  lease  basis,  the  financial  and 
economic  conditions  of  a  lease. 

The  letter  from  Undersecretary  of  Interior  Joseph,  to  the  Office  of  Management 
and  Budget,  and  the  letter  from  Mr.  Joseph  to  Undersecretary  of  Energy  O'Leary 
are  contrary  to  the  facts  known  and  understood  by  Secretary  Andrus,  and  now 
represent  an  attempt  to  reverse  the  facts  agreed  to  and  understood  during  the  time 
of  consideration  of  the  DOE  Organization  Act.  According  to  Secretary  Andrus's 
letter  to  Chairman  Brooks: 

"It  will,  however,  be  the  responsibility  of  the  Department  of  Energy  to  set  produc- 
tion goals  for  federally  owned  or  controlled  fossil  fuel  and  geothermal  resources,  and 
to  establish  regulations  relating  to  the  general  nature  of  economic  terms  and  to 
disapprove  certain  economic  terms  on  a  lease  by  lease  basis. 

Control  of  the  other  terms  and  conditions,  and  especially  the  environmental 
protection  terms  and  conditions,  will  remain  with  the  Department  of  the  Interior. 
Choosing  the  mix  of  land  uses  which  best  achieves  our  national  land  use  objectives, 
while  holding  undesirable  impacts  to  a  minimum,  will  remain  Interior's  responsibili- 
ty. *  *  * 

The  Office  of  Management  and  Budget  has  no  objection  to  the  submission  of  this 
report,  and  advises  that  enactment  of  H.R.  4263  would  be  in  accordance  with  the 
program  of  the  President."  (From  Secretary  Andrus's  letter  to  Chairman  Brooks 
printed  in  House  Report  on  H.R.  6804). 

The  GAO  report,  in  addition  to  pointing  out  specific  conflicts  with  DOE's  legal 
authority  and  DOI's  interests,  makes  some  very  interesting  recommendations,  some 
of  which  this  Committee  will  consider  as  possible  amendments  to  the  Act.  Specifical- 
ly, I  refer  to  further  delineation  of  DOE's  authority  as  part  of  the  language  of  the 
OCSLA.  In  addition,  if  the  delaying  tactics  of  DOI  do  not  cease,  perhaps  the 
Committee  should  consider  legislative  language  similar  to  what  appeared  in  the 
Conference  Report  on  Public  Law  95-91  eliminating  any  alteration  of  the  statutory 
language  of  DOE's  authority. 

Another  problem  that  has  existed,  but  which  was  not  dealt  with  by  GAO  and 
involves  the  usurpation  by  DOI  of  DOE's  legal  authority,  is  in  the  area  of  due 
diligence. 

A  major  problem  faced  by  both  the  DOE  and  the  DOI  is  the  fact  that  the  DOE 
Organization  Act  was  enacted  after  H.R.  1614  was  introduced,  and  as  a  result  there 
was  not  a  detailed  specification  of  the  legal  authorities  of  the  two  departments.  As  a 
result,  the  authorities  contained  in  Public  Law  95-91,  which  were  adopted  in  Public 


Law  95-372  in  the  definition  of  Secretary  must  be  applied  on  a  paragraph  by 
paragraph  basis. 

The  issuance  of  "due  diUgence"  standards,  which  is  described  in  Section  205  "(a)(7) 
of  Pubhc  Law  95-372,  as  "prompt  *  *  *  exploration,  development  and  production  of 
a  lease  area;",  is  clearly  the  legal  authority  of  the  DOE,  as  outlined  in  Section  302(b) 
of  Public  Law  95-91.  However,  as  a  result  of  direct  questioning  by  this  Committee 
on  March  8th,  DOI  witnesses  stated  that  DOI  was  going  to  include  these  standards 
in  their  new  lease.  At  a  later  hearing  on  April  10th,  DOI  witnesses  stopped  calling 
their  standards  due  diligence  standards,  and  said  they  were  simply  requiring  lessees 
to  submit  exploration  plans  within  two  years  of  a  lease  award  to  assure  prompt 
development  of  the  lease.  Regardless  of  what  you  call  these  standards,  they  are  "due 
diligence"  and  are  the  sole  legal  authority  of  the  Department  of  Energy. 

Mr.  Chairman,  on  April  23rd  of  this  year,  I  wrote  Secretary  Andrus  a  letter 
detailing  the  legal  status  in  this  area,  and  would  like  to  include  this  letter  in  the 
record  at  this  point. 

Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  April  23,  1979. 

Hon.  Cecil  Andrus, 

Secretary,  U.S.  Department  of  the  Interior, 

Washington,  D.C. 

Dear  Mr.  Secretary:  On  January  17th,  1979,  the  Department  of  the  Interior 
issued  proposed  regulations  requiring  the  submittal  of  all  exploration  plans  from 
each  tract  within  two  years  after  the  award  of  a  lease. 

On  March  7th,  you  were  quoted  in  the  Wall  Street  Journal  as  stating  that  you 
expected  all  lessees  to  file  exploration  plans  within  a  two  year  period  or  their  lease 
will  be  cancelled.  You  referred  to  this  as  due  diligence  standards.  At  the  March  8th 
Oversight  Hearing  held  by  the  OCS  Committee,  Department  of  the  Interior  wit- 
nesses stated  that  they  were  including  due  diligence  standards  in  their  leases,  even 
though  the  Department  of  Energy  had  not  completed  their  study  of  due  diligence. 

As  you  know,  one  of  the  primary  issues  involved  in  amending  the  1953  OCSLA, 
involved  the  issue  of  due  diligence  and  measures  to  increase  OCS  activities.  It  was 
for  this  reason  that  Section  205(b)"(d)"  was  included  in  Public  Law  95-372,  prohibit- 
ing a  lease  holder  not  meeting  due  diligence  requirements  from  bidding  on  a  new 
lease. 

As  I  am  sure  you  are  aware.  Section  302(b)  of  Public  Law  95-91  (the  Department 
of  Energy  Organization  Act)  transferred  from  the  Department  of  the  Interior  to  the 
Department  of  Energy  certain  OCS  authorities,  among  which  was  Paragraph  (3)  of 
Subsection  (b)  which  included  all  authority  for  the  establishment  of  due  diligence 
standards,  as  well  as  authority  to  suspend  operations  as  relates  to  those  standards. 
(See  Section  201(a)  "(h)"  of  Public  Law  95-372— the  definition  of  Secretary). 

The  Department  of  the  Interior's  responsibilities  in  this  area  are  under  Section 
208  "18(h)(4)",  as  relates  to  supervision  of  activities,  and  under  Section  205(b)"(d)", 
pertaining  to  the  ability  of  a  lessee  to  bid  on  new  leases  when  not  in  compliance 
with  due  diligence  standards. 

It  appears,  in  light  of  the  legal  situation,  that  any  standards  dealing  with  due 
diligence  await  the  results  of  the  report  the  Department  of  Energy  has  contracted 
for,  which  is  due  in  June  of  this  year. 

We  would  also  like  to  point  out  that  due  diligence,  in  no  instance,  is  guaged  by  an 
arbitrary,  fixed,  overall  time  period,  except  as  relates  to  the  life  a  lease  (five  years 
with  a  five  year  renewal).  Since  this  period  of  time  is  not  acceptable  as  due  diligence 
standards  for  exploration  of  a  new  lease  area,  it  is  obvious  that  some  other  standard 
be  adopted. 

Due  diligence,  as  we  are  sure  you  are  aware,  is  a  subjective  and  qualitative 
measure,  based  on  dictated,  economic,  technological,  environmental,  legal  and  ad- 
ministrative situations.  These  situations  not  only  vary  from  region  to  region  but 
from  lease  area  to  lease  area. 

It  is  vital  that  guidelines  be  adopted  in  order  that  specific  guages  be  available  to 
the  federal  government  in  determining  due  diligence.  Therefore,  it  would  appear 
that  a  regulation  in  this  area  should  be  a  tight  guideline  from  which  regional  rules 
may  be  adopted.  It  also  appears  obvious  that  due  diligence  be  directly  tied  to  the 
individual   steps   involved   in   OCS   activities,   not   to  a   fixed  overall   time   period. 

Lack  of  due  diligence  has  one  penalty  and  one  penalty  only,  outlined  in  Public 
Law  95-372,  and  that  is  one  of  not  being  able  to  bid  on  any  additional  leases. 
Cancellation  of  a  lease  was  never  considered  as  a  remedy  in  this  area,  and  this  was 
discussed  during  conference  on  Public  Law  95-372.  If  a  lessee  not  meeting  due 
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diligence  could  have  his  lease  cancelled,  there  would  be  no  reason  to  include  Section 
205(b)"(d)". 

I  assure  you  that  we  share  the  same  interest  in  increased  activity  on  the  OCS  in 
order  to  assure  rapid  development  of  energy  resources.  However,  in  doing  so  we 
must  not  be  rash,  and  we  must  follow  the  statute  as  well  as  the  Congressional 
intent.  I  assure  you  that  the  proposed  standards  contained  in  the  January  17th 
Federal  Register  are  not  only  contrary  to  Public  Law  95-372  and  Public  Law  95-91, 
but  contrary  to  the  realities  of  OCS  activities. 

I  earnestly  request  that  you  reconsider  any  action  in  this  area  until  the  Depart- 
ment of  Energy  has  published  their  standards. 
Sincerely, 

Edwin  B.  Forsythe, 

Member  of  Congress. 

Two  additional  areas  dealt  with  in  the  GAO  report,  which  I  would  like  to  com- 
ment on  are  the  use  of  the  production  goals  prepared  by  DOE,  and  the  leasing 
liaison  committee. 

As  was  pointed  out  in  the  report,  the  existence  of  these  appears  to  based  on 
accomodation  only,  and  are  not  being  utilized  as  was  intended. 

While  Public  Law  95-91  did  not  specifically  indicate  that  the  production  goals 
were  to  be  utilized  as  the  basis  of  the  five  year  leasing  program,  DOI  and  DOE  put 
this  weight  on  the  report  in  a  memorandum  of  understanding,  signed  on  September 
9,  1978,  which  I  will  include  in  the  record  at  this  point. 

In  spite  of  the  fact  that  the  Department  of  the  Interior  had  the  rough  drafts  of 
doe's  production  goal  report  in  December  of  1978,  it  was  not  utilized  as  a  basis  for 
the  preliminary  five  year  leasing  schedule  issued  by  the  Department  in  March  of 
this  year.  Apparently,  this  is  another  area  where  the  two  departments  are  not 
working  well  together. 

Yet  another  area  where  the  two  departments  are  not  functioning  in  a  coordinated 
and  unified  way  is  in  their  use  of  the  leasing  liasion  committee,  which  was  estab- 
lished by  the  Department  in  accordance  with  Public  Law  95-91,  to  iron  out  prob- 
lems and  differences  of  opinion  that  could  arise  as  a  result  of  the  split  legal 
authority  brought  about  by  the  passage  of  Public  Law  95-91. 

As  stated  in  the  report,  "To  date,  the  Committee  has  assumed  more  of  a  ceremoni- 
al function  than  a  problem-solving  function.  Important  issues  between  the  Depart- 
ments have  either  not  reached  the  Committee  or  were  too  slow  in  reaching  the 
Committee". 

I  have  briefly  outlined  some  of  the  problems  covered  by  the  GAO  report.  While 
Chairman  Murphy  and  myself  were  not  completely  surprised  by  the  contents  of  the 
report,  we  were  astonished  at  the  depth  of  the  problem. 

At  the  core  of  the  entire  problem  seems  to  be  the  dispute  over  which  department 
has  what  authority.  The  contents  of  Public  Law  95-91  and  Public  Law  95-372 
appear  crystal  clear  to  me.  However,  if  I  desired  to,  I  could  read  the  OCS  Act  in 
such  a  way  as  to  confuse  otherwise  clear  cut  statutory  authority.  I  would  suggest 
that  since  there  does  indeed  appear  to  be  disagreements  in  this  area,  that  the 
Committee  itself  contact  the  Department  of  Justice  for  their  interpretation  of  the 
law  in  the  various  areas  of  dispute,  since  the  Administrative  branch  is  prohibited 
from  doing  so  by  Public  Law  95-91. 

OCS  leasing  was  not  the  only  area  affected  by  Public  Law  95-91.  Coal  leasing  also 
underwent  a  change  with  the  authority  for  the  program  being  split  between  Interior 
and  Energy.  While  there  have  been  problems  in  that  program,  they  have  not  nearly 
eclipsed  the  degree  of  problems  in  the  OCS  programs;  problems  that  have  almost 
brought  the  program  to  a  halt.  It  is  about  time  both  departments  recognize  the  law, 
recognize  that  very  specific  authorities  lie  with  each  of  the  Departments,  and  forget 
attempting  to  increase  their  own  legal  authority  and  instead  work  towards  making 
the  1978  amendments  to  the  1953  OCSLA  work  to  the  best  of  their  abilities.  In  a 
time  when  the  nation  is  facing  its  most  difficult  energy  crisis  in  its  history,  it  is 
inconceivable  that  this  type  of  activity  would  be  permitted  to  continue.  I  cannot 
remember  a  time  when  the  nation  was  facing  a  similar  problem  and  the  depart- 
ments involved  in  providing  solutions  to  those  problems  conducted  business  in  the 
manner  which  is  currently  occurring. 

The  other  issue  to  be  covered  by  this  hearing,  is  the  issuance  of  the  Department 
of  the  Interior's  proposed  five  year  leasing  program. 

On  March  9,  1979,  the  Department  of  the  Interior  issued  their  first  proposed  five 
year  leasing  program.  This  program  was  not  only  unacceptable  to  this  Committee, 
which  was  detailed  in  a  letter  to  the  Department  dated  March  19,  1978,  which  I 
would  like  to  insert  in  the  record  at  this  point,  but  by  the  President  of  the  United 
States. 
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Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  March  19,  1979. 

Mr.  Cecil  D.  Andrus, 

Secretary,  Department  of  the  Interior, 

Washington,  D.C. 

Dear  Mr.  Secretary:  During  the  oversight  hearings  held  by  the  Select  Commit- 
tee on  the  Outer  Continental  Shelf  on  March  8,  your  Department's  witnesses  were 
less  than  truthful  in  response  to  a  direct  question  posed  by  Congressman  David 
Emery  of  Maine. 

The  Committee  had  been  informed  that  the  Department  of  the  Interior  compiled 
the  five  year  leasing  schedule  the  previous  week,  and  that  the  schedule  recommend- 
ed a  maximum  of  five  and  six  sales  a  year.  In  response  to  Mr.  Emery's  question  as 
to  the  accuracy  of  this  information,  your  witnesses  stated  that  the  schedule  was  not 
yet  completed  and  that  they  did  not  know  what  the  D.O.I,  was  going  to  recommend. 

On  the  following  day,  Friday,  March  9,  the  Department  of  the  Interior  released 
their  five  year  schedule,  which  did  indeed  contain  a  maximum  of  five  or  six  sales  a 
year. 

The  propriety  of  your  witnesses'  actions  aside,  it  appears  to  me  that  to  go  forward 
with  a  schedule  such  as  you  have  recommended  is  to  ignore  the  reality  of  the 
energy  problems  we  are  now  facing  and  will  face  in  the  future.  During  final 
consideration  of  S.  9,  I  expressed  my  opinion  that  the  legislation  would  delay  OCS 
activities  and  create  mountains  of  red  tape.  My  worst  fears  have  been  confirmed  as 
a  result  of  the  three  recent  oversight  hearings  held  by  the  OCS  Committee. 

In  addition  to  these  problems,  everyone  appears  to  be  operating  in  the  dark  due  to 
the  fact  that  out  of  the  26  sets  of  regulations  required  by  Public  Law  95-372,  the 
majority  of  which  must  be  either  cleared  or  proposed  by  D.O.I. ,  only  one  has  been 
promulgated.  That  regulation  dealing  with  geothermal  leases  was  categorized  by 
your  witnesses  as  not  necessary  and  not  needed  at  this  time. 

Since  little  appears  to  be  going  right,  I  would  suggest  that  your  Department 
reconsider  your  five  year  leasing  schedule  in  order  that  it  more  closely  represent 
reality  and  meet  the  current  and  future  energy  needs  of  our  nation.  Such  a  recon- 
sideration would  be  of  immense  benefit  to  the  U.S. 

There  is  absolutely  no  way  anyone  can  properly  predict  the  energy  resources  that 
are  contained  on  the  OCS.  The  problems  on  the  U.S.  OCS  are  no  different  from 
those  experienced  on  the  North  Slope  of  Alaska,  or  in  the  North  Sea. 

There  are  two  problems  with  the  five  year  leasing  schedule  that  your  Department 
has  recommended: 

1.  It  represents  a  loss  to  this  nation  of  at  least  1  billion  barrels  of  oil  as  compared 
to  the  schedule  recommended  by  D.O.E. 

2.  It  could  represent  even  a  greater  loss  because  we  are  never  going  to  determine 
how  much  hydrocarbons  exist  without  a  greatly  expanded  lease  sale  over  a  more 
widely  dispersed  area  of  the  OCS. 

For  the  sake  of  our  nation's  energy  needs  and  in  accordance  with  the  wishes  of 
three  Presidents,  I  certainly  hope  your  will  give  further  consideration  to  your 
recommendations  and  will  adopt  a  schedule  more  closely  in  line  with  D.O.E. 's 
recommendation.  As  a  matter  of  fact,  it  is  my  understanding  that  if  its  is  handled 
properly,  a  more  accelerated  schedule  is  possible. 

As  you  may  know,  I  am  not  only  the  Ranking  Minority  Member  of  the  OCS 
Committee,  but  hold  that  same  position  on  the  Fisheries  and  Wildlife  Subcommittee 
of  the  House  Merchant  Marine  and  Fisheries  Committee.  There  is  no  one  more 
concerned  about  the  preservation  and  protection  of  our  environment  than  I,  and  I 
firmly  believe  that  the  environmental  safeguards  built  into  P.L.  95-372  are  more 
than  adequate  to  handle  seven  lease  sales  a  year.  In  addition,  both  the  D.O.E.  and 
the  industry  witnesses  have  testified  that  the  capital  and  equipment  will  be  availa- 
ble. 

I  look  forward  to  hearing  from  you  on  this  matter  in  the  near  future. 
Sincerely, 

Edwin  B.  Forsythe, 
Member  of  Congress. 

On  April  5,  1979,  President  Carter  called  for  an  OCS  leasing  program  accelerated 
beyond  that  of  the  March  9th  schedule.  This  was  not  only  in  line  with  the  Commit- 
tee's interests,  but  with  the  interest  of  the  past  two  Presidents. 

In  response  to  these  pressures,  the  Department  of  the  Interior  has  issued  a  new 
proposed  five  year  leasing  program,  and  at  this  time  I  would  like  to  compliment 
them  on  their  efforts. 
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The  new  leasing  schedule,  calling  for  an  average  of  six  sales  a  year,  up  from  five 
sales  a  year  in  the  previous  schedule,  aslso  includes  some  of  the  high  potential  areas 
that  were  so  conspicuous  by  their  absence  in  the  March  9  schedule. 

While  this  schedule  is  greatly  improved  over  the  first,  there  are  many  questions 
to  be  asked  pertaining  to  the  Gulf  of  Mexico,  and  areas  offered  for  sale  in  Alaska. 

Mr.  Chairman,  I  am  hopeful  that  today's  hearings  can  bring  an  end  to  the 
problems  that  have  existed  in  the  implementation  of  Public  Law  95-372. 

I  would  like  to  again  remind  the  witnesses  that  we  are  the  Committee  that  wrote 
the  law  and  its  intent,  and  if  there  are  any  questions  in  this  area,  we  will  be  glad  to 
assist  in  clearing  up  any  problems. 

I  would  also  like  to  serve  notice  that  while  all  of  us  on  the  Committee  are  not  in 
philosophical  agreement  on  all  the  provisions  of  the  Act,  we  are  going  to  insist  that 
the  Act  be  implemented  in  accordance  with  the  statutory  language  and  its  intent — 
this  is  our  only  interest  and  function.  This  will  be  done  by  any  method  available  to 
us,  including  amendment  to  the  Act,  or  through  the  budgetary  process. 

All  sources  indicate  that  the  Outer  Continental  Shelf  contains  our  nation's  great- 
est remaining  reserve  of  fossil  fuels.  In  addition,  over  75  percent  of  all  of  our 
government  royalties  from  the  leasing  of  public  energy  rights  comes  from  the  OCS. 
In  a  time  when  we  must  not  only  reduce  our  dependence  upon  foreign  sources  of  oil 
through  increased  domestic  production,  but  lessen  future  pressures  from  this  area 
through  new  finds  of  hydrocarbons,  we  cannot  afford  the  type  of  activity  we  have 
witnessed  to  date. 

I  share  Chairman  Murphy's  feeling  that  the  activities  exposed  by  our  Committee 
and  the  GAO  report  are  a  "national  embarassment".  I  would  like  to  add  that  they 
are  also  a  disgraceful  reflection  on  the  ability  of  these  two  departments  to  function 
smoothly  in  a  time  of  stress. 

In  closing,  I  would  like  to  point  out  that  if  there  had  been  a  cooperative  atmos- 
phere between  the  two  departments,  the  alternative  bidding  system  regulations 
would  have  been  promulgated  by  now,  and  the  basis  for  the  recent  suit  filed  by 
Energy  action  would  not  exist. 

Mr.  Livingston.  Just  a  few  more  comments. 

While  we  have  had  some  disagreements  with  the  various  Depart- 
ments charged  with  the  responsibilities  under  Public  Law  95-372, 
as  to  the  contents  of  their  proposed  regulations,  the  problems  that 
appear  to  be  causing  the  greatest  difficulty  and  delays  pertain 
either  to  the  unwillingness  of  the  Department  of  the  Interior  to 
relinquish  the  authority  that  was  transferred  to  the  Department  of 
Energy  as  relates  to  the  OCS,  or  the  inability  of  both  the  Depart- 
ment of  the  Interior  and  the  Department  of  Energy  to  understand 
the  provisions  of  Public  Law  95-372  and  Public  Law  95-91.  Unfor- 
tunately, I  feel  the  problems  in  the  OCS  program  go  beyond  these 
two  possibilities,  since  the  coal  leasing  program  also  involves  split 
jurisdiction  and  has  worked  like  a  fine  watch  by  comparison. 

This  situation,  regardless  of  its  cause,  must  cease.  We  are  dealing 
here  with  a  matter  that  is  a  real  problem.  It  not  only  involves  a 
worldwide  shortage  of  crude  oil,  worldwide  increases  in  the  price  of 
that  oil,  but  the  sorting  out  of  the  massive  redtape  that  this  Gov- 
ernment has  developed  to  handle  our  daily  energy  activities. 

As  Chairman  Murphy  has  stated,  the  contents  of  the  GAO  report 
are  indeed  a  national  embarrassment,  and  we  are  hopeful  that 
here  today  we  can  supply  the  forum  to  eliminate  the  disagreement, 
to  quote  the  GAO  report,  over  the  contents  of  Public  Law  95-91 
and  Public  Law  95-372. 

The  estimates  of  the  hydrocarbon  resources  on  the  Outer  Conti- 
nental Shelf  from  all  parties  is  very  optimistic.  While  there  is  no 
way  of  knowing  exactly  what  resources  exist  on  the  OCS  since  the 
vast  majority  of  it  is  unexplored,  the  estimates  on  its  oil  reserves 
range  as  high  as  80  percent  of  our  remaining  domestic  supply. 
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The  OCS  is  not  only  our  last  oil  and  gas  frontier,  but  every  other 
nation  in  the  world,  particularly  Russia,  are  putting  their  future 
hopes  on  this  area. 

While  even  the  most  generous  estimates  of  the  OCS  resources 
indicate  that  oil  from  this  source  would  not  in  itself  solve  our 
problem,  it  would  indeed  supply  a  significant  relief.  More  impor- 
tant perhaps  is  the  fact  that  energy  from  the  OCS  would  relieve 
some  of  the  inordinate  dependence  this  Nation  has  on  oil  from 
other  nations — nations  whose  future  goodwill  and  stability  are  be- 
yond our  control.  The  folly  of  this  dependence  was  brought  home  to 
us  very  succinctly  with  the  recent  revolt  in  Iran. 

While  I  have  not  been  pleased  to  date  on  the  development  of 
activities  resulting  from  the  passage  of  Public  Law  95-372,  I  would 
like  to  compliment  the  Department  of  Energy  and  the  Department 
of  the  Interior  on  two  events. 

The  first  is  the  issuance  of  the  new  5-year  leasing  schedule.  As 
you  know,  this  committee  was  not  pleased  with  the  first  schedule, 
which  simply  continued  and  in  fact  decreased  the  leasing  schedule 
that  had  previously  been  in  place.  In  addition,  I  did  not  think  it 
represented  a  broad  enough  approach  to  exploration  of  some  of  our 
frontier  areas. 

This  new  schedule,  while  raising  many  questions,  is  a  vast  im- 
provement over  the  first  schedule,  and  you  are  to  be  complimented 
on  it.  However,  as  a  Representative  from  Louisiana,  I  have  certain 
questions  I  would  like  answered  as  relates  to  the  North  Aleutian 
Shelf  and  to  the  Beaufort  Sea. 

The  second  event  is  that  it  is  my  understanding  that  there  has 
been  a  conclusion  to  the  dispute  over  the  issuance  of  DOE's  alter- 
native bidding  system  regulations.  More  importantly,  this  conclu- 
sion has  not  been  an  aberration  of  the  Department  of  Energy's 
legal  authority  to  issue  the  regulations  or  the  legality  of  the  regu- 
lations themselves.  I  am  hopeful  that  I  have  been  informed  correct- 
ly on  this  point  and  it  will  be  discussed  during  the  hearing  today. 

I  would  like  to  point  out  that  we  are  a  unique  committee,  as  I  am 
sure  everyone  here  is  aware. 

The  1978  OCS  Act  is  a  very  complicated  and  technical  piece  of 
legislation.  While  there  are  some  provisions  that  either  were  not 
dealt  with  thoroughly  during  conference  or  are  still  extremely 
confusing,  the  majority  of  the  provisions  of  the  act  as  well  as  the 
pertinent  provisions  of  Public  Law  95-91,  are  crystal  clear  as  con- 
cerns issues  that  have  been  dealt  with  to  date. 

Many  of  the  members  of  this  committee  are  not  satisfied  with 
Public  Law  95-372,  and  find  that  it  either  contains  provisions  that 
are  felt  not  to  be  needed,  or  that  there  are  provisions  that  should 
have  been  included.  At  this  point,  that  is  of  no  consequence. 

What  is  important,  since  it  is  one  of  the  reasons  for  our  exist- 
ence, is  the  fact  that  Public  Law  95-372,  as  agreed  to,  is  the  law  of 
the  land,  and  we  will  all  do  our  part  to  see  to  it  that  the  act  is 
implemented  in  accordance  with  the  statutes  we  wrote  and  in 
accordance  with  the  intent  of  the  statute  which  we  also  wrote.  Now 
is  not  the  time  to  attempt  to  get  through  negotiation  or  regulations 
which  could  not  be  obtained  on  the  floor  of  the  House  or  on  the 
floor  of  the  Senate.  If  in  the  future  we  determine  that  legislation  is 
needed  to  streamline  the  act,  we  will  then  pursue  that  goal. 
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I  want  to  thank  the  witnesses  for  taking  time  out  of  their  busy 
schedules  to  appear  here  today,  and  I  hope  the  results  of  this 
hearing  will  be  fruitful. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Lewis? 

Mr.  Lewis.  Mr.  Chairman,  I  would  like  to  associate  myself  with 
your  opening  statement,  as  well  as  the  statement  of  Mr.  Forsythe. 

I  have  reviewed  the  GAO  report,  and  look  forward  to  their 
testimony. 

The  Chairman.  Mr.  Miller? 

[No  response.]  t*,  ^  i 

The  Chairman.  Our  first  witness  this  morning  is  Douglas  McCul- 
lough.  Deputy  Director  for  Energy  and  Minerals  Division. 

And,  Mr.  McCuUough,  if  you  would  identify  the  persons  with 
you. 

STATEMENT  OF  DOUGLAS  McCULLOUGH,  DEPUTY  DIRECTOR, 
ENERGY  AND  MINERALS  DIVISION,  GENERAL  ACCOUNTING 
OFFICE,  ACCOMPANIED  BY  JOHN  W.  SPRAGUE,  ASSOCIATE 
DIRECTOR,  JOSEPH  A.  CHRISTOFF,  MANAGEMENT  ASSISTANT; 
TIM  R.  TAYLOR,  SUPERVISORY  MANAGEMENT  AUDITOR;  T. 
VINCENT  GRIFFITH,  LEGISLATIVE  ATTORNEY,  OFFICE  OF 
CONGRESSIONAL  RELATIONS;  AND  CARL  McCLURE,  AUDIT 
MANAGER 
Mr.  McCuLLOUGH.  We  welcome  the  opportunity  to  appear  before 

this  committee  to  discuss  our  findings  on  how  the  Department  of 

Energy  and  the  Interior  are  coordinating  their  respective  leasing 

responsibilities. 

If  the  Chairman  pleases,  I  would  like  to  submit  a  copy  of  our 

report  issued,  entitled  "Federal  Leasing  Policy,"  of  June  1979. 
The  Chairman.  At  this  point,  without  objection. 
[The  following  was  received  for  the  record.] 
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REPORT  BY  THE  US. 

General  Accounting  Office 


Federal  Leasing  Policy- 
Is  The  Split  Responsibility  Working? 


The  Department  of  Energy  Organization  Act 
transferred  responsibilities  related  to  the 
leasing  of  Federal  lands  from  the  Interior  to 
Energy. 

GAO's  review  detected  problems  in  the  split 
in  leasing  responsibilities.  The  Departments 
Interpret  their  respective  roles  and  authori- 
ties differently.  Conflicts  have  resulted.  This 
report  summarizes  the  problems  and  makes 
recommendations  to  the  Secretaries  for 
improving  the  interplay  between  the  Depart- 
ments. 


.-.eO  ST^ 


'^C^COUtA'^'^  JUNE  4,  1979 
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UNITED  STATES  GENERAL  ACCOUNTING  OFFICE 
WASHINGTON.  D.C.    20548 


ENERGY  AND  MINERALS 
DIVISION 


B-118678 


The  Secretary  of  Energy 

The  Secretary  of  the  Interior 

The  General  Accounting  Office  has  examined  the  initial 
coordination  efforts  between  the  Departments  of  Energy  and 
the  Interior  in  leasing  Federal  energy  resources — including 
the  activities  of  the  Leasing  Liaison  Committee — and  the 
status  of  the  leasing  policy  responsibilities  transferred 
to  the  Department  of  Energy. 

Our  analysis  indicates  that  the  initial  coordination 
efforts  between  the  Departments  are  not  working  smoothly. 
The  Departments  differ  on  the  (1)  use  of  Energy ;s  production 
goals,  (2)  framework  and  context  of  regulations,  ana  (3) 
general  responsibilities  of  each  Department  on  leasing 
matters.   The  Leasing  Liaison  Committee  has  not  been  effect- 
ive in  resolving  these  conflicts.   This  letter  summarizes 
the  results  of  our  review,  conclusions,  and  recommendations. 


BACKGROUND 

Historically,  the  responsibility  for  leasing  and  devel- 
oping Federal  lands  for  energy  resources  rested  solely  with 
the  Interior.   The  passage  of  the  Department  of  Energy 
Organization  Act  (42  U.S.C.  71U1)  creating  Energy  and  giving 
it  the  leadership  role  in  making  national  energy  policy,  also 
transferred  certain  responsibilities  tor  Federal  leases  to 
the  new  Department,  including 

— setting  production  rates; 

— ■fostering  competition; 

— implementing  alternative  bidding  systems; 

— establishing  diligence  requirements  for  operations 
conducted  on  Federal  lands;  and 
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--specifying  the  procedures,  terms,  ana  conditions  for 
the  acquisition  and  disposition  of  Federal  royaity- 
in-kind . 

All  authorities  not  specifically  transferred  under  sec- 
tion 302  of  the  act  are  retained  by  the  Interior.   The 
Interior  is  solely  responsible  for  the  issuance  and  supervi- 
sion of  Federal  leases  and  the  enforcement  of  all  regulations 
applicable  to  the  leasing  of  mineral  resources — including, 
but  not  limited  to,  lease  terms  and  conditions,  and  production 
rates . 

The  two  Departments  are  required  by  the  act  to  coordinate 
their  activities,  especially  the  following:   (1)  Energy  must 
consult  with  the  Interior  on  the  preparation  of  regulations  and 
give  it  30  days  to  comment  on  proposed  regulations,  and  (2)  the 
Interior  must  give  Energy  30  days  for  approval  of  lease  terms 
and  conditions  relating  to  transferred  responsibilities — 
no  term  or  condition  can  be  included  in  a  lease  if  Energy 
disapproves. 

To  facilitate  coordination  between  the  two  Departments, 
the  act  established  a  Leasing  Liaison  Committee.   The  Commit- 
tee is  composed  of  an  equal  number  of  representatives  from 
each  Department.   In  May  1978  a  charter  was  signed  by  the 
Secretaries  of  the  Interior  ana  Energy  which  assigned  the 
Committee  responsiblity  to 

—  identify  and  solve  problems  between  the 
Departments  relating  to  Federal  energy  leasing; 

— provide  timely  information  exchange; 

— expedite  consideration  and  resolution  of 
interdepartmental  matters  generally; 

—  insure  cooperation  and  assistance  in  preparing 
annual  reports,  and  reports  to  the  Congress;  and 

— facilitate  consultation  of  technical  matters  of 
concern  to  both  Departments. 

According  to  its  charter,  the  Committee  is  not  a  policy- 
making body;  however,  it  may  address  policy  issues  ana 
make  recommendations  to  the  respective  Secretaries. 


18 


SPLIT  RESPONSIBILITY 
NOT  WORKING  SMOOTHLY 

The  split  leasing  responsibility  between  the  Departments 
is  not  working  smoothly.   Attempts  to  implement  the  act;s 
requirements  have  resulted  in  coordination  problems  between 
the  Departments,   The  Leasing  Liaison  Committee  charter 
laid  out  broad  goals  for  cooperation  but  gave  no  specific 
guidance  on  each  Department |s  role  in  leasing  or  how  to 
resolve  jurisdictional  problems. 

The  one  area  where  the  Departments  attempted  to  clarify 
their  respective  roles  and  responsibilities  was  on  the  develop- 
ment and  use  of  production  goals.   The  Departments  entered 
into  a  memorandum  of  understanding  covering  production  goals. 
The  memorandum; s  language,  however,  was  vague  and  subject 
to  different  interpretations.   As  a  result,  conflicts  continue 
between  the  Departments  as  to  how  production  goals  are  to  be 
used,  as  well  as  weakness  in  the  goals  themselves — including 
their  validity,  usefulness,  and  methodology. 

To  implement  the  transferred  responsibility  required 
by  the  act.  Energy  is  developing  regulations  dealing  with 
production  rates,  competition,  alternative  bidding  systems, 
diligence  and  royalty-in-kind  for  each  energy  resource. 
Energy  has  proposed  a  series  of  regulations  dealing  with 
coal  and  the  OCS — none  of  which  have  been  finalized.   We 
found  that  since  both  Departments  are  interpreting  their 
responsibilities  differently,  delays  have  been  experienced 
in  implementing  these  regulations. 


Conflicts  need  to  be 
resolved  on  production  goals 

One  of  the  basic  concepts  of  the  act  was  that  Energy 
would  provide  the  focus  for  energy  planning  and  policy- 
making.  The  Interior  would  be  responsible  for  leasing 
Federal  resources  given  environmental,  technological,  land 
use  and  administrative  constraints.   As  part  of  its  planning 
responsibility.  Energy  is  to  consider  and  establish  energy 
production,  utilization  and  conservation  objectives  for 
periods  of  5  and  10   years.   These  objectives  are  to 
consider,  among  other  things,  the  efficient  utilization 
of  public  and  private  resources. 

Although  not  specifically  required  by  the  act,  the 
Departments  have  agreed  to  establish  production  goals  for 
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each  Federal  energy  resource.   We  found  that  these  goals 
have  become  a  basic  area  of  conflict  between  the  Departments 
with  each  interpreting  differently  how  these  goals  are  to  be 
used.   Energy  is  charged  with  establishing  national  energy 
policy,  while  the  Interior  is  responsible  for  various  land 
management  activities  including  environmental  protection.   We 
believe  that  production  goals  should  be  a  logical  first  step 
toward  leasing  Federal  resources  yet  still  allow  for  con- 
sideration of  the  Interior ;s  mandates.   Therefore,  the  goals 
should  become  the  starting  point  for  negotiations  between 
the  Departments  so  that  each  can  fulfill  its  respective 
responsibilities.   Where  conflicts  do  occur,  a  formal 
procedure  to  resolve  them  should  be  developed. 

Energy  has  developed  production  goals  for  the  Interior's 
use  in  its  coal  ana  OCS  leasing  programs.   In  the  future, 
production  goals  will  be  developed  tor  each  leasable  energy 
resource.   We  found  that  although  considerable  time  and 
effort  went  into  developing  coal  and  OCS  production  goals, 
they  were  either  used  for  limited  purposes  or  not  at  all. 

At  the  request  of  the  Interior,  Energy  in  June  ly78 
provided  production  goals  1/  tor  use  in  the  draft  coal  environ- 
mental impact  statements  (EIS),   The  coal  production  goals 
were  presented  in  the  EIS;  one  of  the  six  alternatives 
discussed  in  the  EIS  was  leasing  to  meet  Energy's  goals. 
This  alternative  was  rejected  by  the  Interior  at  that  time 
because  it  believed  these  goals  could  not  be  adjusted 
to  meet  the  various  land  use  mandates  imposed  on  it. 

According  to  agency  officials,  during  development  of 
the  coal  goals  the  respective  staffs  were  having  difficulty 
resolving  jurisdictional  problems  related  to  production  goals. 
The  problems  were  referred  to  the  Offices  of  the  Solicitor 
in  the  Interior  and  the  General  Counsel  in  Energy  for  their 
resolution.   To  clarify  the  relationship  between  Energy's 
planning  role  and  Interior  ,'s  leasing  and  land  use  management 
role,  the  Departments  prepared  a  memorandum  of  understanding 
dealing  with  production  goals,  which  was  signed  in  September 
1978. 


VThe  Interior  and  Energy  officials  stated  that  these  are 
not  formal  goals  but  projections  or  forecasts  developed 
for  inclusion  in  the  EIS.   The  distinction  between  projec- 
tions/forecasts and  goals  is  unclear  to  us  since  the 
same  process  is  used  whether  it  is  called  a  projection  or 
a  goal,  and  both  deal  with  estimates  of  future  production, 
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Although  it  was  intended  to  resolve  the  jurisdictional 
conflicts  between  the  Departments  and  define  each  Depart- 
ment's roles  and  responsibilities,  the  memorandum  elicited 
divergent  views  on  the  purpose  and  use  of  production  goals. 
The  memoradum  states  ""'"the  Secretary  (of  the  Interior) 
shall  be  guided  by  the  final  production  goals""""  but 
each  Department  interprets  "guided"  differently.   The 
principal  disagreement  between  the  Interior  and  Energy 
centers  on  the  importance  assigned  to  production  goals. 
Are  production  goals  firm  targets  that  the  Department  of  the 
Interior  must  attempt  to  meet  through  leasing?   Or  are 
the  goals  one  of  many  factors  that  the  Interior  must  consider 
in  lease  schedule  development? 

Interior  officials  view  production  goals  from  an  infor- 
mational perspective.   The  relationship  between  production 
goals  and  leasing  is  indirect.   Leasing  does  not  occur  to 
meet  production  goals;  rather,  the  goals  represent  one  among 
many  factors  the  Interior  considers  when  it  develops  a  lease 
program.   Citing  the  multiple  land  use  mandate  of  the  Interior, 
officials  do  not  consider  the  production  goals  as  firm  and 
binding  targets.   The  Secretary's  many  statutory  responsibil- 
ites,  such  as  environmental  considerations,  may  not  permit  the 
Department  to  attain  production  goals  designed  by  Energy. 

Energy  officials  view  production  goals  as  the  core  of 
Federal  leasing  policy  and  the  first  among  equal  factors 
used  to  develop  a  leasing  program  and  schedule.   The  goals 
are  essential  components  of  national  energy  policy,  and 
therefore,  must  be  attained.   The  guidance  the  goals  provide 
to  the  Secretary  of  the  Interior  reflects  administration 
policy  which  must  be  implemented. 

At  the  March  1979  meeting  of  the  Leasing  Liaison  Com- 
mittee, the  Deputy  Secretary  of  Energy  stated  the  Depart- 
ment's position  on  production  goals  and  their  relation  to 
lease  schedules:   "Goals  drive  the  schedule.   Lease  schedules 
should  be  constructed  with  the  intent  of  attaining  production 
goals.  '■ 

The  Interior  is  required  by  the  1978  Amendments  to  the 
OCS  Lands  Act  to  develop  a  new  5-year  leasing  schedule  and 
submit  it  to  the  Congress  by  June  1979.   Energy  developed  OCS 
production  goals  and  provided  them  to  the  Interior.   These 
goals  were  not  used  in  developing  the  schedule  announced  by 
the  Interior  in  March  1979.   As  a  result,  no  relationship 
exists  between  the  draft  lease  schedule  and  production  goals. 
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The  Interior  officials  stated  that  the  OCS  goals  were 
not  used  because  (1)  they  only  confiirm  the  Interior  ;s  policy 
of  leasing  the  OCS  as  soon  as  possible  given  administrative, 
environmental,  and  technological  constraints;  (2)  the  goals 
were  not  available,  except  in  preliminary  draft  form,  at 
the  time  materials  were  assembled  for  the  Secretary's  consid- 
eration of  the  schedule;  and  (3)  the  proposed  goals  had  not 
received  the  60-day  review  allowed  by  the  memorandum  of 
understanding  nor  any  subsequent  Energy  revisions.   Energy 
officials  stated  that  although  the  goals  were  not  formally 
transmitted  to  the  Interior  until  March  2,  lyVy,  a  number 
of  meetings  were  held  with  the  Interior  staff  between  October 
and  December  19  78  to  discuss  the  goals  as  they  were  developea. 

The  Interior  officials,  in  commenting  on  our  report, 
indicate  that  the  draft  schedule  is  not  final;  there  is 
adequate  opportunity  for  consideration  of  Energy's  final 
goals  in  subsequent  decisions  on  the  leasing  program.   We 
recognize  that  the  Interior  was  working  under  tight  time  con- 
straints to  meet  the  deadlines  required  by  the  amendments  to 
the  OCS  Lands  Act  for  issuing  a  lease  schedule.   However,  we 
believe  that  the  production  goals  should  be  the  starting  point 
in  developing  a  lease  schedule.   It  appears  to  us  that  once 
the  schedule  is  drafted  it  will  be  very  difficult  to  adjust 
it  to  reflect  consideration  of  production  goals. 

Adequacy  of  goals 
appears  questionable 

The  first  production  goals  developed — coal  and  OCS — 
have  raised  questions  as  to  their  reliability  and  useful- 
ness.  We  found  the  Interior  officials  questioning  the  OCS 
production  goal's  methodology,  validity,  and  format. 

The  coal  goals  were  provided  to  the  Interior  in  June  ly78 
and  subsequently  incorporated  in  the  draft  coal  EIS.   Both 
Departments  acknowledge  problems  associated  with  these  goals. 
For  example,  in  some  instances,  low,  medium,  and  high  produc- 
tion goals  were  identical,  and  therefore,  of  questionable  use 
in  the  analysis  of  a  future  Federal  coal  leasing  program. 

A  GAO  report — to  be  issued  in  the  near  future — on  issues 
facing  Federal  coal  leasing  provides  extensive  analysis  of 
the  coal  program  and  potential  coordination  problems  between 
the  Departments.   The  report  addresses  concerns  by  GAO  about 
future  coal  leasing  as  well  as  some  uncertainties  about  the 
goals,  including 
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--reliability  and  usefulness  of  the  goals, 

--Interior's  use  of  the  goals  in  setting  the  rate  and 
timing  of  new  leasing,  and 

— overall  effects  the  goals  will  have  on  competition 
in  coal  markets. 

Many  of  the  problems  with  the  coal  production  goals 
can  be  attributed  to  the  short  time  constraints  imposed 
on  Energy  and  insufficient  feedback  from  the  Interior. 
On  March  19,  1979,  the  Interior  proposed  coal  management 
rules  which  come  primarily  from  the  memorandum  of  understanding 
and  describe  the  relationship  between  the  Departments  in 
developing  production  goals  and  lease  schedules. 

The  language  of  the  proposed  rules  still  leaves  the  inter- 
departmental relationship  vague  and  indirect — "In  establishing 
or  revising  regional  lease  schedules,  the  Secretary  of  the 
Interior  shall  be  guided  by  these  final  production  goals  of  the 
Department  of  Energy."   The  proposed  rules  also  state  that  the 
Interior  can  either  adopt  the  goals  as  presented  to  them  or 
make  "necessary  adjustments." 

Problems  were  also  noted  by  the  Interior  officials  with 
the  OCS  goals  presented  to  them.   Energy  based  the  produc- 
tion goals  on  the  assumption  that  seven  lease  sales  a  year 
would  be  held,  and  used  a  complex  computer  modeling  technique 
to  develop  optimized  lease  schedules  and  estimates  of  future 
production  from  the  schedules.   The  Interior  officials  question 
Energy's  methodology  of  using  a  theoretical  lease  schedule  to 
develop  production  goals.   This  is  apparently  a  contradiction 
to  Energy's  stated  policy  that  the  production  goals  should 
determine  lease  schedules. 

The  Interior  officials  expressed  other  concerns  about 
the  OCS  goals,  including 

— lack  of  consideration  of  industry's  interest  and  cap- 
ability; 

— adequacy  of  resource  potential  data  used; 

— tendency  to  rely  on  the  assumptions  that  market 
forces  or  advanced  technology  will  resolve  most 
potential  constraints  to  OCS  development; 

— failure  to  consider  statutory  constraints  to  leasing 
programs;  and 


23 


— presentation  of  production  goals  in  an  aggregate  total 
which  cannot  be  used  by  the  Interior  to  determine  when 
and  where  to  lease. 

Energy  officials  do  not  agree  with  the  Interior's  comments. 
The  Interior,  they  believe,  is  more  concerned  with  retaining 
jurisdiction  over  leasing  than  the  attainment  of  national  energy 
policy.   Energy's  modeling  and  subsequent  report  1/  on  OCS 
production  goals,  according  to  the  Department,  provides  the 
most  extensive  analysis  of  production  potential  undertaken 
in  the  Federal  Government. 

Energy  officials  replied  to  the  Interior's  concerns  by  stating: 

— Numerous  contacts  were  made  with  industry  officials 
to  determine  the  industry's  leasing  areas  of  interest 
and  the  capability  to  develop  these  areas. 

— Energy  acknowledges  problems  with  U.S.  Geological 
Survey  resource  potential  estimates  2/   but  indi- 
cates that  this  is  the  only  source  which  provides  a 
comprehensive  analysis  of  hydrocarbon  potential. 

— Market  forces  will  operate  provided  there  is  a 
consistent  schedule  and  sufficient  leadtime;  tech- 
nological constraints  were  built  into  the  model 
after  industry  and  Survey  consultation. 

— Statutory  constraints  were  built  into  the  estimated 
times  needed  to  issue  OCS  leases. 

— Goals  on  an  OCS  province  basis,  as  well  as  the 
economic  values  of  each  sale,  were  provided  to  the 
Interior  in  addition  to  national  (aggregate)  goals. 

Although  the  Departments  held  meetings  and  informal 
exchanges  of  information  during  development  of  the  OCS  pro- 
duction goals,  these  problems  were  not  resolved.   Because  each 
resource  is  administered  under  different  legislation  requiring 


J./"Federal  Leasing  and  Outer  Continental  Shelf  Production 
Goals,"  Leasing  Policy  Development  Office,  Department  of 
Energy,  Feb.  1979. 

2/ '•Geological  Estimates  of  Undiscovered  Recoverable  Oil  and 

Gas  Resources  in  the  United  States,"  U.S.  Geological  Survey, 
Circular  725,  1975. 
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different  timing  for  decisionmaking,  the  Departments  should 
clearly  define  their  respective  roles  and  responsibilities, 
and  the  Nation's  needs  for  each  resource.   Unless  this  is 
done,  similar  problems  will  occur  in  the  future. 

The  memorandum  of  understanding  requires  that  production 
goals  be  developed  for  each  energy  resource  and  updated  every 
other  year.   The  current  status  of  the  goals  is  as  follows: 

--OCS  (30-day  final  review  by  Energy), 

— coal  (updated  April  1979), 

— onshore  oil  and  gas  (analysis  scheduled  to  begin  in 
September  1979)  , 

— geothermal  (tentatively  scheduled  to  begin  in  early 
1980)  , 

— oil  shale  (no  starting  date), 

--uranium  (no  starting  date),  and 

— tar  sands  (no  starting  date). 

De lays  in  developing  regulations 

Energy  is  authorized  to  promulgate  regulations  imple- 
menting the  authorities  transferred  from  the  Interior.   As  of 
April  1979  Energy  has  not  issued  final  regulations  in  any 
of  the  five  areas.  1/ 

Energy  is  required  to  give  the  Interior  30  days  for  formal 
comments  on  proposed  regulations.   Currently,  coal  regulations 
on  diligence,  and  OCS  regulations  on  alternative  bidding  systems, 
sequential  bidding  and  royalty  oil  disposition  are  at  the 
Interior  for  formal  review.   However,  the  Departments  often 
rely  on  an  informal  comment  period  to  resolve  problems  before 
proposed  rulemaking.   Regulations  on  coal  bidding  systems,  and 
profit  sharing  for  the  OCS  are  at  the  Interior  for  informal  re- 
view.  Energy  is  conducting  preliminary  analysis  in  the  area  of 
coal  profit  sharing  bidding  systems,  OCS  diligence,  and 
OCS  production  rates. 


1/Production  rates,  competition,  alternative  bidding  systems, 
diligence  requirement,  and  in-kind  royalty. 
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Although  there  are  no  deadlines  required  by  the  Energy 
Organization  Act  for  developing  these  regulations.  Energy's 
attempts  to  issue  regulations  have  been  delayed  because  of  a 
lack  of  agreement  between  the  Departments.   The  Departments 
differ  on  what  the  regulations  should  include,  and  which  Depart- 
ment will  have  responsibility  to  implement  the  regulations. 

In  an  August  1978  report  to  the  Congress  on  leasing 
operations  (required  by  the  Energy  Organization  Act),  the 
Interior  summarized  the  problem  this  way:  "  The  general 
pattern  has  been  one  of  a  broad  interpretation  by  Energy 
of  its  authorities  and  a  narrower  construction  by  Interior." 

In  the  summer  of  1978,  the  Interior  rejected  drafts  of 
regulations  on  four  OCS  alternative  bidding  procedures. 
According  to  Interior  officials,  the  regulations  would  have 
given  Energy  the  responsibility  for  implementing  the  regula- 
tions which  is,  according  to  them,  the  Interior's  responsiblity . 

The  Departments  define  their  responsibilities  differently 
and  conflicts  have  resulted.   For  example.  Energy  officials 
indicate  that  the  Organization  Act  allows  for  considerable 
input  from  their  department  on  the  tract-by-tract  selection 
of  alternative  bidding  systems.  _!/  Prior  to  a  sale.  Energy 
advises  the  Interior  on  which  bidding  system  to  use  and  on 
which  tract.   Energy  officials  state  that  if  the  Interior 
ignores  this  advice,  it  will  exercise  its  authority  to  cHs- 
approve  conditions  of  a  lease  sale  (Section  303  (c)). 

The  Interior  believes  that  by  setting  the  conditions  of 
a  lease  prior  to  sale.  Energy  is,  in  effect,  making  the  decision 
on  which  bidding  system  to  use.   This,  they  believe,  is  not  an 
authority  of  Energy  but  a  land  management  responsibility  of  the 
Interior;  a  responsibility  reaffirmed  by  the  Congress  in  the 
1978  amendments  to  the  OCS  Lands  Act.  2/   Energy  has  the 


1^/In  Section  302  b(2).  Energy  is  given  the  authority  to 
promulgate  regulations  related  to  the  implementation  of 
alternative  bidding  systems  authorized  for  the  award  of 
Federal  leases. 

2/Section  205,  1978  OCS  Lands  Act  Amendments:   The  bidding 
shall  be  sealed  bid  and,  at  the  discretion  of  the  Secretary, 
on  the  basis  of  cash  bonus  with  fixed  royalty,  sliding 
scale  royalty  or  fixed  share  of  net  profits,  or  various 
combinations  of  cash  bonus  and  royalty. 
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authority  to  write  regulations  but  the  Interior  administers 
their  contents. 

The  Departments  are  presently  relying  on  informal  coor- 
dination to  resolve  the  problems  on  the  regulations.   However, 
this  has  not  worked  successfully  and  changes  are  needed-. 
Energy  wants  a  formal  coordination  procedure  incorporated  in 
the  regulations  it  issues  which  spells  out  each  Departments' 
role,  while  the  Interior  wants  less  formal  memoranda  of  under- 
standing similar  to  the  one  developed  for  production  goals. 

Energy  officials  insist  that  a  formal  mechanism  for  coor- 
dination is  necessary.   The  merit  in  formalizing  the  split 
responsibility  is  two-fold  because  it  (1)  provides  a  mechanism 
to  resolve  differences  between  the  Departments  should  infor- 
mal coordination  fail  and  (2)  lets  the  public  know  who  is 
doing  what  in  leasing  policy. 

The  Interior  officials  reject  any  efforts  by  Energy  to 
establish  a  procedural  framework  in  the  regulations,  defining 
each  Department's  responsibilities  and/or  assigning  management 
responsibilities  to  Energy.   Additional  memoranda  of  under- 
standing, they  believe,  should  be  developed  if  a  procedural 
mechanism  is  necessary.   The  Interior  prefers  a  flexible  and 
informal  working  relationship  with  Energy. 

The  results  of  the  disagreement  between  the  Departments 
are  delays  in  the  development  and  implementation  of  regula- 
tions which  are  viewed  as  integral  components  of  Federal 
leasing  programs.   For  example,  some  officials  in  the  Interior 
regard  diligence  requirements  as  having  more  impact  on  coal 
production  than  goals.   There  are  similar  beliefs  that  the 
development  and  implementation  of  alternative  bidding  systems 
could  have  an  impact  on  OCS  oil  and  gas  production  by  bringing 
in  more  companies  and  thereby  increasing  competition. 

In  addition,  industry  officals  have  expressed  concern 
about  the  uncertainty  arising  from  lack  of  regulations.   They 
stated  "Many  crucial  management  decisions  regarding  OCS 
development  cannot  be  made  until  the  requirements  and  con- 
straints of  new  regulations  are  known."   Therefore,  it  is 
important  that  coordination  problems  be  resolved  and 
regulations  promulgated  expeditiously. 

Need  for  improvements  in 
Leasing  Liaison  Committee 

The  Organization  Act  established  a  Leasing  Liaison 
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In  its  charter,  the  purpose  of  the  Leasing  Liaison 
Committee  reflects  congressional  intentions.   The  Committee 
is  (1)  to  serve  as  an  executive-level  coordinating  mechan- 
ism and  focal  point  for  interdepartmental  cooperation  on 
Federal  leasing  and  (2)  to  assure  timely  and  efficient 
coordination  between  the  Department  of  Energy  and  the  Depart- 
ment of  the  Interior  on  such  matters. 

The  Committee  held  meetings  in  March,  May,  and  September 
1978,  and  March  1979.   Our  discussions  with  officials  in 
both  Departments  elicited  various  comments  on  the  achieve- 
ments and  functions  of  the  Committee.   It  was  described  as 

—  ineffectual; 

— a  worthless  organization; 

— more  ceremonial  than  substantive; 

— an  interdepartmental  facilitator  of  information; 

— a  macro-level  policy  coordinator;  and 

— a  safety  valve,  last  resort  mechanism  for 
problem  resolution. 

To  date,  the  Committee  has  assumed  more  of  a  ceremonial 
function  than  a  problem-solving  function.   Important  issues 
between  the  Departments  have  either  not  reached  the  Committee 
or  were  too  slow  in  reaching  the  Committee.   For  example, 
the  problems  with  the  OCS  production  goals  were  brought  to 
the  Committee's  attention  in  March  1979,  after  the  proposed 
5-year  leasing  schedule  was  announced  by  the  Interior.   The 
problems  previously  described  in  the  area  of  regulations 
have  not  yet  reached  the  Committee  for  discussion  or  resolu- 
tion. 
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In  addition,  there  is  an  inherent  reluctance  among 
staff  members  to  bring  problems  to  the  Committee.   They 
are  reluctant  to  place  members  of  the  Committee  in  positions 
which  could  lead  to  major  disagreements.   This  is  coupled 
with  a  fear  that  an  inability  to  resolve  problems  reflects 
poorly  on  their  capabilities  and  competence. 

The  Committee  has  made  some  efforts  at  coordinating 
leasing  policy  at  their  quarterly  meetings,  where  members 
discussed  the  status  of  production  goals  for  coal  and  OCS, 
establishment  of  joint  working  groups  in  these  areas,  and 
alternative  bidding  systems.   Nevertheless,  officials  of 
both  Departments  state  that  no  significant  coordination 
problems  have  been  presented  to  the  Cdmmittee  for  resolu- 
tion; yet  problems  are  apparent. 

The  Committee  charter  states  that  it  is  not  a  policy- 
making body,  but  clearly  it  was  the  intent  of  the  Congress  and 
the  charter  that  the  Committee  become  a  problem-solving  body. 
Yet  it  has  not  attained  this  role.   If  the  Leasing  Liaison  Com- 
mittee does  not  assume  this  function,  there  is  no  other  prac- 
tical mechanism  to  resolve  interdepartmental  problems.   The 
Departments  differ  on  the  (1)  use,  validity  and  format  of  produc- 
tion goals;  (2)  framework  and  context  of  regulations,  and  (3) 
general  responsibilities  of  each  Department  on  leasing  mat- 
ters.  A  more  effective  Committee,  focusing  on  problem  solving, 
should  make  an  effort  to  resolve  these  differences. 

The  existing  mechanisms  \/    to  bring  unresolved  problems  to 
the  Committee  have  not  been  used  and  may  be  inadequate  to  in- 
sure that  problems  are  addressed.   In  addition,  no  formal  mech- 
anism beyond  the  Committee  exists  if  it  is  unable  to  resolve 
problems.   For  example,  if  the  Departments  differ  on  coal  pro- 
duction goals,  the  Committee  may  be  unable  to  reach  a  compromise. 
It  is  important  that  these  problems  are  then  addressed  to  the 
Secretaries  for  resolution.   Therefore,  formal  procedures  are 
necessary  to  first  bring  unresolved  problems  to  the  Committee 
and  then  to  the  Secretaries  if  the  Committee  reaches  an  impasse. 


1/  The  Committee  charter  allows  members  to  suggest  agenda  topics, 
and  the  co-chairman  can  call  emergency  or  special  meetings  if 
deemed  necessary. 
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CONCLUSIONS 

The  Department  of  Energy  Organization  Act  clearly  gives 
the  Department  the  leadership  role  in  developing  national 
energy  policy.   With  respect  to  Federal  energy  resources, 
however,  the  act  establishes  a  unique  working  relationship 
between  the  Departments  of  Energy  and  the  Interior  and,  in 
effect,  splits  various  responsibilities  for  leasing. 

Our  analysis  indicates  that  the  initial  coordination 
efforts  between  the  Departments  are  not  working  smoothly 
because  each  interprets  its  roles  and  responsibilities 
differently.   As  the  relationship  between  the  Departments 
evolves,  it  is  essential  that  these  roles  and  responsibilities 
are  clearly  defined. 

Even  though  they  entered  into  a  memorandum  of  understand- 
ing, conflicts  between  the  two  Departments  have  resulted  in  the 
development  of  production  goals  which  have  not  been  used  to 
devise  leasing  schedules.   We  recognize  that  each  Department 
has  different  objectives  and  priorities — the  Interior's  multi- 
ple use  management  of  natural  resources  and  other  environmental 
considerations,  and  Energy's  responsibility  for  developing 
national  energy  policy.   Nevertheless,  we  believe  that 
it  is  clear  and  reasonable  that  production  goals  should  be 
a  primary  component  of  Federal  leasing  policy. 

The  goals  should  be  the  starting  point  for  leasing 
energy  resources.   Energy  should  provide  the  Interior  these 
goals  in  a  timely  manner  for  consideration  in  developing 
leasing  schedules.   If  the  Interior  feels  it  cannot  meet 
these  goals  and  be  consistent  with  its  legal  mandates,  the 
goals  should  become  the  focal  point  for  negotiation  between 
the  Departments.   If  the  Departments  are  unable  to  resolve 
conflicts,  they  should  bring  the  problems  before  the 
Leasing  Liasion  Committee  for  resolution. 

In  subsequent  leasing  decisions  leading  to  final 
schedules,  the  Interior  must  provide  for  the  public  record 
an  analysis  of  the  decisions  resulting  in  its  schedule, 
including  how  the  production  goals  were  used  and,  if 
applicable,  reasons  for  not  meeting  the  production  goals. 
If  schedules  can  not  meet  Energy's  goals.  Energy  must  clearly 
identify  for  the  public  record  (1)  the  impacts  on  meeting 
domestic  energy  needs  and  (2)  alternatives  to  compensate  for 
any  shortfall  derived  from  leasing. 
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The  Leasing  Liaison  Committee  and  the  existing  memo- 
randum of  understanding  have  failed  to  resolve  conflicts 
between  the  Departments;  therefore,  additional  steps  are 
needed.   Each  Department  should  publish,  by  January  1,  1980, 
compatible  regulations  on  production  goals  which  recognize 

(1)  Energy's  lead  role  in  developing  energy  policy  and 

(2)  the  relationship  between  production  goals  and  leasing 
schedules — goals  should  be  the  starting  point  for  negotiations 
between  the  Departments. 

The  Interior  officials  believe  formal  promulgation  of  com- 
panion regulations  is  extraordinary  and  unwarranted  and  that 
memoranda  of  understanding  are  better  approaches.   We  do  not 
feel  that  the  memorandum  of  understanding  approach  will 
resolve  existing  and  future  problems  since  it  does  not  have 
the  same  binding  authority  as  regulations,  nor  has  the  memo- 
randum been  exposed  to  the  public  review  process.   Although 
companion  regulations  are  unusual,  the  split  program  respon- 
siDilities  of  the  two  Departments  is  a  unique  situation  which 
calls  for  unique  methods  of  resolving  coordination  problems. 

Under  its  Organization  Act,  Energy  was  given  respon- 
sibility for  promulgating  regulations  for  each  energy  re- 
source dealing  with  production  rates,  competition,  alterna- 
tive bidding  systems,  diligence,  and  in-kind  royalty. 
Although  various  regulations  are  in  draft,  none  have  been 
finalized  and  there  is  still  controversy  over  their  contents — 
certain  draft  OCS  regulations  were  rejected  by  the  Interior 
almost  1  year  ago. 

The  Departments  have  relied  on  informal  comments  to 
resolve  problems  with  the  regulations.   Informal  approaches, 
however,  have  not  solved  the  problems  and  delays  in  issuing 
regulations  have  resulted.   We  support  a  reasonable  period  of 
time  for  the  agencies  to  informally  resolve  conflicts.   However, 
this  process  should  not  delay  the  issuance  of  draft  regulations. 
Within  a  certain  period  of  time,  Energy  should  issue  its  draft 
regulations  and  then  resolve  any  remaining  conflicts  that  may 
exist  with  the  Interior  during  the  formal  review  process. 

RECOMMENDATIONS  TO  THE  SECRETARIES 

We  recommend  that  the  Secretary  of  Energy,  by  January 
1,  1980,  issue  final  regulations  defining  Energy's  role, 
responsibilities,  and  interrelationship  with  the  Interior 
on  the  development  and  use  of  production  goals.   These 
regulations  should 
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— define  Energy; s  central  role  in  Federal  energy 
policymaking; 

--define  production  goals  as  a  primary  component  of 
Federal  leasing  policy  and  leasing  schedules; 

--require  that  Energy  provide  production  goals  for 
each  resource  in  a  timely  manner  to  the  Interior, 
and  that  Energy  publish  a  schedule  of  when  these 
goals  will  be  issued; 

— provide  for  60-day  review  by  the  Interior  of 
production  goals  before  publication  of  them; 

--require  Energy  to  respond  to  any  inquiries  by  the 
Interior  on  production  goal  methodology; 

— allow  for  public  access  to  the  documents  supporting 
the  production  goals; 

--direct  disagreements  between  the  Departments  on 
production  goals  to  the  Leasing  Liaison  Committee; 

— provide  for  review  by  the  Secretaries,  and  if  deemed 
necessary  by  either,  or  both  provide  for  Presidential 
review  if  the  Leasing  Liaison  Committee  is  unable  to 
resolve  departmental  differences; 

--require  Energy  to  publish  an  analysis  of  each  lease 
schedule  announced  by  the  Interior  identifying  (1) 
the  schedules  potential  impact  on  domestic  energy 
needs  and  (2)  the  alternative  energy  resources 
that  will  be  neeaed,  if  Energyls  production  goals 
cannot  be  met  Dy  the  schedule. 

The  Secretary  of  the  Interior  should  by  January  1,  1980, 
develop  final  regulations  which  are  consistent  with  Energyjs 
final  regulations  related  to  the  use  of  production  goals. 
These  regulations  should 

--specify  the  Interior;s  primary  role  and  responsi- 
bility in  Federal  land  use  management,  and 
define  production  goals  as  a  primary  component 
of  Federal  leasing  policy; 

--provide  for  60-day  review  of  Energy^s  production 
goals  before  publication  of  them; 
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— require  the  Interior  to  indicate  in  writing  to  Energy, 
whether  or  not  it  can  meet  production  goals,  and  their 
rationale  if  these  goals  are  not  attainable; 

— allow  for  public  access  to  the  documents  supporting 
the  Interior ;s  response  on  Energy  production  goals; 

— direct  disagreements  between  the  Departments  on  pro- 
duction goals  to  the  Leasing  Liaison  Committee  for 
resolution; 

— provide  for  review  by  the  Secretaries,  and  if  deemed 
necessary  by  either  or  both,  provide  for  Presidential 
review  if  the  Leasing  Liaison  Committee  is  unable  to 
resolve  departmental  differences; 

— require  the  Interior  to  issue  leasing  schedules  which 
best  reflect  its  legal  mandates,  and  Energy ;s  produc- 
tion goals. 

Energy  must  also  take  positive  steps  to  begin  issuing 
regulations  mandated  by  the  Organization  Act.   We  recommend 
that  the  Secretary  of  Energy 

--by  a  time  certain  but  no  later  than  January  1,  1981, 
issue  final  regulations  covering  production  rates, 
competition,  alternative  bidding  systems,  diligence 
and  in-kind  royalty  for  each  energy  resource; 

— publish  a  schedule  of  when  each  regulation  is  expected 
to  be  issued; 

— allow  for  30-day  review  of  the  draft  regulations  by 
the  Interior;  and 

— provide  for  public  hearings  on  the  draft  regulations 
during  the  public  review  process. 

The  Secretary  of  the  Interior  should 

— use  the  30-day  formal  comment  period  to  resolve  con- 
flicts on  implementation  of  regulations,  and  utilize 
the  Leasing  Liaison  Committee  to  assist  in  resolving 
problems; 

— use  the  interdepartmental  appeal  process  through  the 
Office  of  Management  and  Budget  if  the  Departments 
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cannot  resolve  conflicts  on  the  regulations  through 
the  Leasing  Liaison  Committee; 

-once  Energy's  regulations  are  finalized  on  January 
1,  1981,  issue  by  March  1,  1981,  Interior.'s  own 
regulations  which  are  consistent  with  Energy;s. 


We  received  formal  comments  from  the  Interior  and 

informal  comments  from  Energy  on  our  report.   These  comments 

were  considered  and  incorporated  in  our  report  where 
appropriate. 

As  you  know,  section  236  of  the  Legislative  Reorganiza- 
tion Act  of  1970  requires  the  head  of  a  Federal  agency  to 
submit  a  written  statement  on  actions  taken  on  our  recom- 
mendations to  the  House  Committee  on  Government  Operations 
and  the  Senate  Committee  on  Governmental  Affairs  not  later 
than  6  0  days  after  the  date  of  the  report  and  to  the  House 
and  Senate  Committees  on  Appropriations  with  the  agency ;s 
first  request  for  appropriations  made  more  than  60  days 
after  the  date  of  the  report. 

We  would  like  to  be  informed  of  any  actions  taken  on 
our  recommendations. 

Sincerely  yours, 


.Jjy^  J.  Dex 

^   Direct 


;xter  Peach 


or 
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Mr.  McCuLLOUGH.  To  identify  the  individuals  with  me,  on  my 
immediate  right  is  Mr.  John  W.  Sprague,  who  has  overall  responsi- 
bility in  the  areas  of  Federal  resources  and  conservation.  On  my 
left  is  Mr.  Tim  Taylor,  who  had  the  responsibilities  specifically  for 
conducting  the  analysis  that  led  to  the  report  that  I  just  submitted. 

On  my  far  right,  Mr.  Joseph  Christoff,  who  worked  with  Mr. 
Taylor  on  that  study.  On  my  far  left,  Mr.  Carl  McClure,  who  has 
responsibility  within  our  division  in  the  areas  of  regulatory  and 
fossil  fuels. 

I  understand  there  will  be  questions  concerning  his  past  work, 
and  I  asked  Mr.  McClure  to  accompany  us  for  that  purpose. 

Since  the  Department  of  Energy  Organization  Act  transferred 
certain  responsibilities  for  Federal  lands  from  Interior  to  Energy, 
our  primary  objective  was  to  examine  the  initial  coordination  ef- 
forts between  the  Departments. 

Our  work  addressed  the  following  areas  of  coordination: 

Energy's  development  of  production  goals  for  energy  sources  and 
Interior's  use  of  these  goals  in  the  development  of  lease  schedules. 

Energy's  attempts  to  issue  regulations  in  the  areas  of  production 
rates,  competition,  alternative  bidding  systems,  diligence,  and  in- 
kind  royalty. 

The  effectiveness  of  the  Leasing  Liaison  Committee  in  identify- 
ing and  resolving  interdepartmental  problems. 

Our  analysis  indicates  that  the  initial  coordination  efforts  be- 
tween the  Departments  are  not  working  smoothly.  The  Depart- 
ments differ  on  the  use  of  production  goals,  the  framework  and 
context  of  regulations,  and  the  general  responsibilities  of  each  De- 
partment on  leasing  matters.  The  Leasing  Liaison  Committee  has 
not  been  effective  in  resolving  these  conflicts. 

CONFLICTS   ON   PRODUCTION   GOALS 

In  September  1978,  the  Department  entered  into  a  memorandum 
of  understanding  on  production  goals.  The  memorandum  calls  for 
Energy  to  develop  production  goals  for  each  energy  resource  and 
for  Interior  to  be  guided  by  these  goals  in  the  development  of 
leasing  schedules. 

Although  it  was  intended  to  resolve  the  jurisdictional  conflicts 
between  the  Departments  and  define  each  Department's  roles  and 
responsibilities,  their  respective  interpretation  of  the  memorandum 
surfaced  divergent  views  on  the  purpose  and  use  of  production 
goals.  The  principal  disagreement  between  Interior  and  Energy 
centers  on  the  importance  assigned  to  production  goals,  that  is, 
whether  Interior  must  lease  to  meet  Energy's  production  goals. 

Interior  officials  view  production  goals  from  an  informational 
perspective.  Leasing  does  not  occur  to  meet  production  goals;  rath- 
er, the  goals  represent  one  among  many  factors  that  Interior  con- 
siders in  the  development  of  a  lease  program. 

Energy  officials  view  production  goals  as  the  core  of  Federal 
leasing  policy  and  the  first  among  equal  factors  used  to  develop  a 
lease  program.  Energy  believes  lease  schedules  should  be  construct- 
ed with  the  intent  of  attaining  production  goals. 

The  problems  derived  from  these  different  views  are  best  exem- 
plified in  the  recently  proposed  5-year  lease  schedule  for  the  OCS. 
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In  accordance  with  the  memorandum  of  understanding,  Energy 
developed  OCS  production  goals  and  submitted  them  to  Interior  for 
use  in  leasing  decisions. 

These  goals  were  not  used  in  developing  the  schedule  announced 
by  Interior  in  March  1979.  Interior  officials,  in  commenting  on  our 
report,  indicated  that  the  time  constraints  to  issue  a  leasing  sched- 
ule required  by  the  OCS  Lands  Act  amendments  prohibited  ade- 
quate use  of  Energy's  goals,  and  that  there  is  sufficient  time  to 
consider  the  goals  in  subsequent  leasing  decisions.  However,  we 
believe  that  production  goals  should  be  the  starting  point  in  devel- 
oping a  lease  schedule.  It  appears  to  us  that  once  the  schedule  is 
drafted,  it  may  be  difficult  to  adjust  it  to  reflect  consideration  of 
production  goals.  In  any  event,  we  believe  it  is  necessary  for  both 
Departments  to  define  and  agree  upon  the  role  of  production  goals 
as  a  primary  component  of  Federal  leasing  policy  and  leasing 
schedules. 

Regarding  delays  in  developing  regulations.  Energy  is  authorized 
to  promulgate  regulations  on  production  rates,  competition,  alter- 
native bidding  systems,  diligence  requirements,  and  in-kind  royal- 
ty. Although  there  are  no  time  constraints  imposed  by  the  Organi- 
zation Act,  Energy's  attempts  to  issue  these  regulations  have  been 
delayed  due  to  a  lack  of  agreement  with  Interior  on  what  the 
regulations  should  include,  and  which  Department  will  have  the 
responsibility  to  implement  the  regulations. 

The  disagreements  are  more  procedural  than  substantive.  For 
example.  Energy  wants  a  formal  coordination  procedure  incorpo- 
rated in  the  regulations  issues,  defining  each  Department's  role  in 
Federal  leasing.  According  to  Energy,  the  usefulness  of  formalizing 
the  split  responsibility  is  twofold  because  it;  (1)  provides  a  mecha- 
nism to  resolve  differences  between  the  Departments  should  infor- 
mal coordination  fail,  and  (2)  lets  the  public  know  who  is  doing 
what  in  leasing  policy.  Interior  prefers  a  flexible  and  informal 
working  relationship  with  Energy  and  does  not  believe  a  formal 
procedure  incorporated  into  regulations  is  necessary.  If  a  more 
formal  mechanism  is  needed.  Interior  believes  additional  memoran- 
da of  understanding  should  be  developed. 

In  addition,  we  observed  turf  battles  during  the  process  of  Ener- 
gy's attempts  to  issue  regulations  that  define  each  Department's 
areas  of  responsibility.  A  recent  example  of  this  occurred  in  the 
area  of  regulations  for  OCS  alternative  bidding  systems.  These 
regulations,  proposed  by  Energy,  were  rejected  by  Interior  because, 
according  to  Interior,  they  gave  Energy  the  authority  to  decide 
which  bidding  system  to  use  per  tract,  which '  Interior  believes  is 
solely  their  responsibility.  Interior  has  appealed  to  the  Office  of 
Management  and  Budget,  0MB,  to  resolve  this  jurisdictional  dis- 
pute. 0MB  has  yet  to  decide. 

The  results  of  the  disagreement  between  the  Departments  are 
delays  in  the  development  and  implementation  of  regulations 
which  are  viewed  as  integral  components  of  Federal  leasing  pro- 
grams. To  reduce  the  uncertainty  for  industry  and  allow  them  to 
plan  ahead,  alleviate  the  confusion  within  the  program  manage- 
ment agencies,  and  insure  the  public  is  kept  informed  and  in- 
volved, it  is  important  that  coordination  problems  be  resolved  and 
regulations  promulgated  expeditiously. 
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Regarding  need  for  improvements  in  Leasing  Liaison  Committee, 
the  DOE  Organization  Act  established  a  Leasing  Liaison  Commit- 
tee for  interdepartmental  coordination — a  unique  mechanism  for 
coordination  between  two  Federal  Departments.  We  found  that  the 
committee  has  not  been  effective  in  resolving  problems  between 
the  two  Departments.  To  date,  it  has  assumed  more  of  a  ceremonial 
function  that  a  problem  solving  one. 

Important  issues  between  the  Departments  have  either  not 
reached  the  committee  or  were  too  slow  in  reaching  it.  For  exam- 
ple, the  problems  with  the  OCS  production  goals  were  brought  to 
the  committee's  attention  in  March  1979,  after  Interior  announced 
the  proposed  5-year  leasing  schedule.  Problems  in  the  area  of  regu- 
lations have  not  yet  reached  the  committee  for  formal  discussion 
and  resolution. 

The  Departments  differ  on  many  aspects  of  Federal  leasing.  A 
more  effective  committee,  focusing  on  problem  solving,  could  con- 
tribute to  resolving  these  differences.  Formal  procedures  are  neces- 
sary to  first  bring  unresolved  problems  to  the  committee  and  then 
to  the  Secretaries  if  the  committee  reaches  an  impasse. 

Regarding  recommendations  for  improvements  in  coordination, 
the  General  Accounting  Office  recommends  that  by  January  1, 

1980,  the  Secretaries  of  Energy  and  the  Interior  issue  compatible 
regulations  on  production  goals  that  clearly  define  the  goals  as  a 
primary  component  of  Federal  leasing  policy  and  leasing  schedules. 
The  goals  should  be  the  starting  point  for  leasing  energy  sources. 
Since  the  Departments  may  differ  on  the  goals,  the  regulations 
should  include  a  sequential  procedure  for  review  and  resolution  of 
problems  with  the  goals.  The  steps  of  review  should  include  the 
Leasing  Liaison  Committee,  the  Secretaries  and  the  President. 

We  also  recommend  that  Energy  publish  an  analysis  of  each 
lease  schedule  announced  by  Interior  identifying  (1)  the  schedule's 
potential  impact  on  domestic  energy  needs,  and  (2)  the  alternative 
energy  resources  needed  if  Energy's  production  goals  could  not  be 
met  by  the  schedule. 

Finally,  we  recommend  that  the  Department  of  Energy  take 
positive  steps  to  begin  issuing  regulations  mandated  by  the  Organi- 
zation Act.  The  Departments  have  relied  too  frequently  on  infor- 
mal comment  periods  to  try  to  resolve  differences  on  these  regula- 
tions. The  regulations  should  be  developed  no  later  than  January  1, 

1981,  with  any  disagreements  resolved  during  the  30-day  formal 
comment  period.  The  interdepartmental  appeal  process  through 
0MB  can  be  used  at  this  juncture. 

Mr.  Chairman,  this  concludes  my  statement.  We  will  be  happy  to 
answer  any  questions  the  committee  might  have. 

The  Chairman.  Thank  you,  Mr.  McCuUough. 

Mr.  Miller? 

Mr.  Miller.  Thank  you,  Mr.  Chairman. 

In  your  discussion  in  the  report  about  the  conflict  on  production 
goals,  can  you  state  for  the  record  exactly  what  the  differences  in 
outcome  have  been? 

I  notice  there  has  been  a  suggestion  by  Interior,  that  they  de- 
sired to  lease  more  acreage  and  the  Department  of  Energy  said, 
"No,  we  want  more  sales." 
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What  has  been  the  outcome  in  the  discussion  of  production  goals 
in  terms  of  land  for  potential  production? 

Mr.  McCuLLOUGH.  I  am  not  sure,  Mr.  Miller,  I  completely  under- 
stand. Let  me  start  and  maybe  I  can  understand  better  the  ques- 
tion. 

As  we  understand  the  system  in  which  they  got  together  initial- 
ly, the  Department  of  Energy  used  a  procedure,  an  analysis  which 
came  up  with  basically  production  goals  for  the  OCS  schedule.  It  is 
our  understanding  they  started  basically  with  a  set  number  of 
leases  that  were  to  be  held.  And  from  that  then  decided  how  much 
the  production  goals  ought  to  be. 

It  would  appear  to  us  that  you  would  decide  first  what  the 
production  goals  ought  to  be  and  then  that  would  give  how  many 
leases  you  need  to  have  and  how  much  acreage  needs  to  be  put  up 
in  order  to  meet  those  kinds  of  goals.  And  we  worked  in  the 
resource 

Mr.  Miller.  What  is  the  net  difference? 

Mr.  McCuLLOUGH.  The  net  difference,  quite  frankly,  is  you  do 
not  know  whether  or  not  your  goals  are  right  to  begin  with.  If  you 
start  with  a  set  number  of  leases,  how  do  you  know  that  is  how 
much  oil  you  want  produced,  how  much  oil  that  you  need  to  be 
produced. 

Mr.  Miller.  If  you  anticipate  a  set  amount  of  oil  but  you  do  not 
know  about  the  amounts  beneath  the  land,  how  would  you  know  if 
that  is  the  amount  that  you  are  going  to  produce? 

Mr.  McCuLLOUGH.  Well,  I  guess 

Mr.  Miller.  I  just  wonder.  It  is  like  the  story  about  the  two  blind 
men  described  on  a  horse:  One  guy  feeling  around  the  head  and  the 
other  around  the  rear  end,  and  they  had  different  descriptions  of 
the  horse. 

Are  you  saying  that  because  of  the  way  Interior  approached  it, 
they  have  shorted  the  country  in  terms  of  production  by  20  percent 
or  50  percent,  or  are  you  just  talking  about  using  a  different 
methodology  of  reaching  the  production  of  oil  and  gas  on  the  OCS? 

Mr.  McCuLLOUGH.  What  I  am  saying  is  you  do  not  know  whether 
they  have  shorted  or  not,  because  they  are  not  guided  by  the 
specific  goals  that  will  tell  them  how  much  they  need  yet. 

Mr.  Miller.  But  my  concern  is  in  the  establishment  of  that  goal. 
How  is  that  determination  made?  Are  you  using  DOE  as  the  bench- 
mark? 

Mr.  McCuLLOUGH.  Yes. 

Mr.  Miller.  How  did  they  set  that  goal? 

Mr.  McCuLLOUGH.  They  did  not.  Our  analysis  showed  they  deter- 
mined it  based  upon  an  off-the-wall  number  of  leases  that  they  felt 
should  be  in  a  leasing  schedule,  so  many  leases  per  year. 

Mr.  Miller.  That  is  the  benchmark?  You  will  excuse  me  if  I 
have  some  trouble  here.  We  need  about  10  million  barrels  of  oil  a 
day.  You  could  lease  out  all  the  Outer  Continental  Shelf  and  shall 
not  reach  that  production  goal.  I  do  not  understand  how  they 
arrived  at  the  production  goal  which  now  brings  them  into  conflict. 

My  question  is.  Is  there  really  a  conflict? 

Mr.  Sprague.  I  think  our  feeling  from  looking  at  it  is  yes,  there 
was  disagreement  and  they  were  not  related  to  each  other  on  this 
particular  instance. 


38 

As  to  the  exact  differences,  we  do  not  know  right  now.  I  think 
our  recommendations  are  running  toward  trying  to  resolve  this 
problem  in  the  future.  You  know,  Energy's  goal  should  be  the 
starting  point.  If  Interior  can't  meet  this  goal  DOE  should  put  out 
some  sort  of  a  document  describing  what  the  differences  are  from 
the  original  goals  and  what  the  impact  would  be  on  the  national 
energy  situation  so  that  these  kinds  of  problems  will  not  arise  in 
the  future. 

Mr.  Miller.  My  concern  is,  that  before  we  spend  a  lot  of  time 
and  energy  resolving  the  "problem,"  determining  if  there  is  a 
problem.  It  has  been  suggested  that  the  Department  of  Energy  has 
come  up  with  production  goals  which  appear  to  be  somewhat  off 
the  wall,  and  the  Department  of  the  Interior  has  come  up  with  a 
set  amount  of  leases  they  think  would  make  sense  to  lease  at  that 
time  for  acreage.  And  from  that,  extrapolate  what  the  possible 
production  would  be. 

Now,  is  there  a  conflict  in  those  two  methods,  because  neither 
one  sounds  good  unless  you  have  some  kind  of  inside  knowledge? 

Mr.  McCuLLOUGH.  That  is  correct,  sir. 

Mr.  Miller.  What  are  you  arguing  over  here? 

Mr.  McCullough.  I  do  not  know  which  is 

Mr.  Miller.  I  wish  you  luck  in  resolving  something  you  do  not 
know  what  you  are  arguing  over.  Your  opening  statement  gives 
considerable  time  to  this  conflict,  but,  I  do  not  understand  what 
the  conflict  is,  other  than  maybe  two  departments  quibbling  with 
one  another.  I  can  understand  the  jurisdictional  conflict,  but  I  do 
not  understand  the  substance  of  the  fight  in  terms  of  production  on 
the  Outer  Continental  Shelf. 

Mr.  McCullough.  I  guess  specifically  what  we  are  referring  to, 
Mr.  Miller,  is  that  if  you  are  going  to  develop  a  leasing  schedule 
which  means  that  you  are  going  to  lease  certain  amounts  of  Feder- 
al resources,  you  should  have  some  sort  of  an  idea  of  how  many 
Federal  resources  are  going  to  be  needed  or  how  many  resources 
are  going  to  be  needed  from  those  Federal  lands  to  help  guide  you 
on  how  much  you  are  going  to  need  to  lease.  It  just  simply  appears 
to  me  that  their  numbers  could  be  way  low,  they  could  be  way 
high.  We  do  not  know. 

And  in  that  case,  it  seems  kind  of  ludicrous  not  to  start  from  the 
very  beginning  trying  to  decide  how  much  you  need,  what  you  are 
going  to  have  to  have  in  certain  years,  and  then  from  there  develop 
a  leasing  schedule.  And  it  has  not  worked  that  way. 

Mr.  Livingston.  Would  the  gentleman  yield? 

Mr.  Miller.  Yes. 

Mr.  Livingston.  It  just  seems  that  we  are  talking  about  amounts 
of  oil,  are  we  not?  We  are  talking  about  producing  oil. 

Does  it  make  any  sense  to  anyone  here  to  just  arbitrarily  pick  an 
acreage  out  of  the  air  and  apply  it  when  you  are  talking  about  the 
amount  of  oil  to  be  produced?  Should  you  not  say  the  amount  of  oil 
you  want  to  be  produced  and  then  pull  out  the  amount  of  acreage 
necessary  to  produce  it? 

Mr.   McCullough.  That  is  precisely  what  we  are  saying,  sir. 

Mr.  Miller.  That  is  assuming  there  is  oil.  You  can  pick  out 
acreage  until  hell  freezes  over.  That  is  what  all  the  dry  holes  are 
about. 
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The  point  is  you  try  to  set  priorities  and  go  to  the  land  you  think 
will  produce.  It  does  not  make  any  difference  what  production 
figure  you  pull  out  of  the  air.  You  could  lease  the  whole  thing  this 
week  and  you  may  not  reach  that  production  figure.  But  you  may 
have  severely  affected  the  return  to  the  Federal  Government  or 
severely  dampened  environmental  concerns. 

So  the  question  is,  How  do  you  arrive  at  a  rational  leasing 
schedule  for  the  production  of  oil? 

Mr.  Livingston.  Would  that  not  be  the  job  of  the  geologists  to 
determine  that? 

Mr.  Miller.  I  would  hope  so.  I  did  not  want  to  get  in  the  position 
of  suggesting  that  one  system  is  more  rational  than  the  other  and 
that  there  is  a  terrible  conflict  because  one  has  not  been  adopted. 
Neither  one  of  them  sounds  very  good  to  me  in  terms  of  the 
rational  production  of  oil.  That  is  my  concern. 

Mr.  Livingston.  If  I  can  just  elaborate  on  that  point.  I  think  that 
it  is  crucial,  and  I  agree  with  the  gentleman  from  California  in 
focusing  on  it,  because  it  appears  to  me  that  the  Department  of 
Energy  has  realized  that  they  want  to  produce  a  specific  amount  of 
oil  and  they  are  setting  their  goals  based  on  the  figure  or  amount 
of  oil  to  be  produced,  and  that  the  Department  of  the  Interior,  on 
the  other  side,  has  perhaps  just  arbitrarily  reached  an  acreage 
allotment  without  respect  to  the  amount  of  oil  to  be  produced. 

And,  gentlemen,  is  that  the  conclusion  you  have  come  to  or  not? 

Mr.  McCuLLOUGH.  I  think  we  have  two  problem  areas  here.  Let 
me,  if  I  can,  define  perhaps  both  of  them. 

No.  1,  we  are  basically  saying  that  in  the  grand  scheme  with  the 
Energy  Department  charged  with  development  of  the  national  en- 
ergy plan,  that  includes  the  need  for  development  of  the  entire 
energy  mixes,  nuclear,  oil  and  gas,  coal,  oil  shale,  whatever.  Within 
that  scheme,  they  can  figure  out  how  much  oil  and  gas  they  will 
need  to  rely  upon. 

Cutting  that  down  a  little  further,  they  can  figure  out  approxi- 
mately what  they  will  need  from  the  OCS,  the  onshore  and  others. 
Eventually  they  should  be  able  to  get  down  to  a  goal,  for  example, 
from  the  Outer  Continental  Shelf  in  a  certain  area,  such  as  the 
Gulf  of  Mexico. 

Mr.  Livingston.  What  should  be  the  basis  of  the  goal? 

Mr.  McCuLLOUGH.  The  initial  energy  plan.  The  goals  and  objec- 
tives of  the  initial  energy  plan. 

Mr.  Livingston.  Out  of  energy  to  be  produced? 

Mr.  McCuLLOUGH.  Yes.  The  other  issue  is  the  methodology  which 
Energy  is  now  using  to  come  up  with  their  goals.  Our  recommenda- 
tions specifically  address  that  issue  and  asks  them  to  put  out  for 
public  inspection  in  the  sunshine  their  methodology  for  coming  up 
with  their  goals,  and  then  allow  Interior  to  come  back  and  say  OK, 
we  understand  what  the  goals  are,  we  either  can  or  cannot  get 
those  goals. 

Mr.  Livingston.  Is  Interior  doing  that  right  now? 

Mr.  McCuLLOUGH.  Well,  I  do  not  think  that  they  are  far  enough 
along  in  actually  coming  to  an  agreement  to  exactly  what  the  goals 
are. 

Mr.  Livingston.  You  mentioned  the  turf  battle  in  your  state- 
ment, that  we  really  have  got  some  infighting  among — if  you  look 
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at  page  5  of  your  statement.  Can  you  elaborate  the  turf  battles,  and 
tell  us  precisely  who  is  to  blame  for  the  turf  battles,  and  how  we 
are  going  to  correct  them? 

Mr.  McCuLLOUGH.  I  can  ask  Mr.  Taylor  to  reiterate  the  sequence 
of  events  that  occurred. 

Mr.  Taylor.  Mr.  Livingston,  what  we  found  was  production  goals 
were  developed  by  the  Department  of  Energy,  yet  the  Department 
of  the  Interior  leasing  schedule  was  initially  announced  without 
taking  into  account  what  the  production  goals  were  to  be. 

In  other  words,  the  Department  came  up  with  a  schedule  not 
based  on  production  goals.  The  schedule  that  they  prepared  was 
based  on  administrative  constraints — what  was  determined  to  be 
administratively  feasible  to  lease,  given  manpower,  availability  of 
funds,  et  cetera.  There  was  no  real  comparison  between  the  lease 
schedule  and  the  production  goals,  or  how  you  would  go  about 
trying  to  reach  the  production  goals. 

Mr.  Livingston.  How  long  have  they  had  to  make  that  compari- 
son? 

Mr.  Taylor.  The  exact  time,  I  cannot  tell  you.  What  we  found 
was  there  was  an  informal  time  frame. 

Mr.  Livingston.  Talking  about  months,  years? 

Mr.  Taylor.  We  are  talking  several  months. 

Mr.  Livingston.  More  than  a  year? 

Mr.  Taylor.  Yes.  Total  time  now,  more  than  a  year. 

Mr.  Livingston.  If  you  allow  me  to  interrupt,  I  see  some  strong 
statements  in  the  statement.  And  I  do  not  want  you  to  feel  like  I 
am  trying  to  push  you  to  commit  yourself,  or  backtrack,  but  I  want 
to  get  to  the  nitty-gritty  here. 

If  we  have  problems  with  the  implementation  of  this  act,  we 
want  to  sort  those  out. 

Specifically,  are  these  two  Departments  getting  together,  or  are 
they  frustrating  one  another's  efforts  to  meet  the  production  goals 
that  are  going  to  satisfy  the  energy  needs  of  this  country  in  the 
future? 

Mr.  Taylor.  At  this  point,  as  a  result  of  our  study,  no,  they  had 
not  been  getting  together  on  production  goals.  There  have  been 
discussions  between  the  two  Departments  informally.  The  staff 
level  personnel  who  are  working  with  it  are  in  contact  with  one 
another. 

Mr.  Livingston.  Who  is  responsible  for  the  fact  that  they  are  not 
getting  together? 

Mr.  Taylor.  I  would  have  to  say  it  is  both  Departments.  In  other 
words,  both  Departments  have  been  a  little  reluctant  to  relinquish 
any  of  what  they  perceive  as  their  responsibilities. 

Mr.  Livingston.  Is  there  any  question  about  legal  authority,  as 
defined  by  the  act? 

Mr.  Taylor.  In  terms  of  production  goals?  Is  that  what  you  are 
referring  to? 

Mr.  Livingston.  Yes. 

Mr.  Taylor.  Yes,  because  each  Department  interprets  the  DOE 
Organization  Act  a  little  differently.  Both  Departments  do  not 
believe  that  production  goals  are  required  by  the  DOE  Organiza- 
tion Act,  but  that  this  was  an  agreement  between  the  two  Secretar- 
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ies.  As  a  result,  they  prepared  a  memorandum  of  understanding  on 
production  goals,  and  how  these  production  goals  would  be  used. 

But  that  is  not  a  provision,  according  to  them,  of  the  act. 

Mr.  Livingston.  Is  the  position  of  the  GAO  that  the  act  itself  is 
not  clear  enough? 

Mr.  Taylor.  On  that  point? 

Mr.  Livingston.  Yes. 

Mr.  Taylor.  We  do  not  find  in  the  act  a  definition  of  the  produc- 
tion goals,  and  a  requirement  to  use  these  production  goals. 

Mr.  Livingston.  Mr.  Chairman,  at  this  point,  I  think  we  should 
call  for  the  GAO  to  make  recommendations  on  which  we  could 
make  this  act  clear  to  the  Departments,  understand  what  are 
production  goals  for  the  future. 

Mr.  Taylor.  If  I  might  say,  our  recommendations  are  aimed 
along  those  lines  of  what  we  had  hoped  to  see  occur  from  this 
initial  look  at  the  Department  coordination.  This  was  an  early 
look.  The  act  has  been  in  effect  for  a  year  or  so,  and  yet  it  is  just 
now  taking  effect.  The  two  Departments  are  working  toward  imple- 
menting the  act. 

We  intentionally  directed  our  recommendations  in  the  report  to 
the  two  Secretaries  to  give  them  a  little  time  to  try  to  resolve  some 
of  the  problems  that  we  have  seen.  We  plan  in  the  future  to  come 
back,  take  a  look  at  the  coordination  between  the  two  Depart- 
ments, and  if  at  that  time  feel  that  we  need  to  make  a  recommen- 
dation to  Congress,  we  will  follow  up  on  it  and  come  back  with  a 
suggested  change  in  legislation. 

We  are  hoping  that  maybe  our  recommendations  will  encourage 
the  two  Departments  to  start  coordinating. 

Mr.  Livingston.  When  would  you  expect  to  provide  us  with  the 
second  report? 

Mr.  Taylor.  We  would  probably  anticipate  completion  in  about  a 
year.  We  have  this  incorporated  as  part  of  our  overall  division 
planning  process.  We  have  another  job  to  follow  up  on  the  job  that 
we  have  just  completed. 

Mr.  Livingston.  Based  on  this  report,  can  you  tell  us  that  it  is 
your  opinion  that  the  Department  of  Energy  and  the  Department 
of  the  Interior  will,  in  fact,  get  together  so  that  that  year  delay  will 
not  be  necessary? 

Mr.  McCuLLOUGH.  Perhaps,  if  I  may,  Mr.  Livingston,  our  normal 
reaction  to  this  type  of  a  problem  is  the  easiest  way  to  solve  it  is 
through  regulation,  as  opposed  to  going  for  new  legislation.  And  in 
our  recommendations  we  specifically  directed  a  resolution  of  the 
problems  through  regulations.  That  is  our  first  initial  cut  at  it,  our 
first  initial  request,  because  normally,  if  they  make  the  changes  in 
regulations,  the  Congress  does  not  need  to  be  burdened  with  new 
legislation. 

And  that  is  our  intent  here.  Obviously,  if  the  Congress  decides  to 
clarify  it  and  specify  by  legislation  basically  along  the  lines  that  we 
have  outlined  here  what  is  needed  to  be  done  in  the  way  of  produc- 
tion goals,  that  is  another  alternative. 

But  here  again,  in  terms  of  time,  and  in  terms  of  money,  in 
terms  of  efforts,  if  they  will  follow  our  recommendations  to  issue 
regulations,  the  problem  is  solved. 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 
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The  Chairman.  Mr.  Seiberling? 

Mr.  Seiberling.  Thank  you. 

I  have  been  looking  at  some  of  the  legislative  history  of  the 
Department  of  Energy  Act.  And  I  am  talking  strictly  of  the  collo- 
quy that  took  place  following  an  amendment  that  our  colleague, 
Mr.  Udall,  offered  on  June  6,  1977,  which  would  have  stricken  the 
authority  of  the  Secretary  of  Energy  to  issue  regulations  dealing 
with  various  subjects  outlined  in  what  is  now  section  203(b)  of 
Public  Law  95-91. 

The  amendment  was  narrowly  defeated  by  a  vote  of  170  to  180. 
But  in  opposing  the  amendment.  Chairman  Brooks  made  this  state- 
ment referring  to  the  Department  of  Energy's  ability  to  issue  regu- 
lations. 

He  said: 

It  does  not  mean  that  the  Energy  Department  can  ride  roughshod  over  environ- 
mental concerns.  The  Interior  Secretary  will  retain  the  power  to  enforce  the  envi- 
ronmental conditions  in  the  development  of  Federal  leases. 

The  second  part  of  the  pending  amendment  would  eliminate  the 
ability  of  the  Energy  Department  to  issue  terms  of  individual 
leases. 

First,  let  me  make  clear  that  this  disapproval  right  in  the  com- 
mittee-reported bill  concerned  only  the  specific  economic  areas  out- 
lined in  section  302(d)(1).  And  that  is  now,  I  guess,  section  302(b),  in 
which  the  Secretary  of  Energy  can  issue  regulations.  It  does  not 
extend  to  disapproving  other  terms  and  conditions  of  leasing. 

In  the  light  of  that  legislative  history,  I  am  a  little  puzzled  by  the 
language  of  the  GAO  report,  which  indicates  that  prior  to  a  sale. 
Energy  advises  Interior  on  what  bidding  system  is  used,  and  which 
tract  Energy  officials  can  estimate.  If  Interior  ignores  this  advice, 
it  will  exercise  its  authority. 

What  I  am  wondering  is  whether  there  is  not  an  inherent  con- 
flict in  the  law  that  must  be  eliminated,  or  whether  Chairman 
Brooks'  statement  at  the  time  of  the  Udall  amendment  is  not  a 
pretty  clear  indication  that  the  Secretary  of  Energy  does  not  have 
the  authority  to  override  or  to  veto  the  decisions  of  the  lease  sale. 

I  wonder  if  you  would  comment  on  it. 

Mr.  Taylor.  The  legislation  itself,  we  have  interpreted  it  to  be 
fairly  clear  on  that  point.  And  in  the  report  is  a  quote  from  the 
Department  of  Energy  people. 

Mr.  Seiberling.  Naturally,  they  would  take  that  position.  My 
point  is;  is  that  a  correct  interpretation  of  the  statute,  in  your 
opinion? 

Mr.  Taylor.  In  our  opinion,  I  would  have  to  say  yes,  that  is  an 
interpretation  of  the  act,  yes. 

Mr.  Seiberling.  You  feel  that  is  compatible  with  Chairman 
Brooks'  statement  I  just  read? 

Mr.  Taylor.  No,  sir,  I  do  not  feel  that  is  compatible. 

Mr.  Seiberling.  Do  you  feel  that  the  law  is  sufficiently  clear  that 
you  do  not  need  to  get  into  the  legislative  history? 

Mr.  Taylor.  At  this  point,  no. 

Mr.  Seiberling.  Then,  Chairman  Brooks'  statement  becomes  con- 
trolling. Under  the  customary  rules  of  statutory  interpretation,  if 
the  law  is  ambiguous  one  looks  to  the  legislative  history.  And  it 
seems  to  me  he  made  a  very  clear,  precise  statement,  which  indi- 
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cates  that  DOE  does  not  have  the  authority  that  you  indicate  it 
intends  to  exercise. 

Mr.  McCuLi,ouGH.  I  think  what  we  are  saying  is  we  did  feel  that 
the  language  of  the  legislation  is  clear. 

Mr.  Seiberling.  You  are  a  better  reader  than  I  am.  It  certainly 
is  not  clear  to  me. 

Mr.  McCuLLOUGH.  We  will  certainly  be  happy  to  take  a  look  at  it 
again,  sir,  and  get  back  to  you. 

Mr.  Seiberling.  Evidently  there  is  not  even  agreement  among 
you  that  it  is  clear,  because  we  just  had  a  statement  that  you  did 
not  think  it  was  clear. 

I  must  say  that  I  have  never  thought  that  this  formula  for  the 
Secretary  of  Energy  issuing  regulations  and  the  Secretary  of  the 
Interior  carrying  them  out  was  anything  but  a  formula  for  confu- 
sion. 

And,  at  the  same  time,  I  think  that  the  Secretary  of  the  Interior 
must  have  a  role,  because  of  the  multiple  use  policy  with  respect  to 
the  public  lands.  There  are  other  values  besides  the  production  of 
energy. 

It  is  quite  evident  to  me  that  we  have  not  defined  the  role  with 
precision.  I  must  say,  also,  however,  that  I  think  in  terms  of 
leasing,  the  Secretary  of  the  Interior  has  just  about  accomplished 
what  the  DOE  really  has  had  as  its  objective.  And  I  am  a  little 
puzzled  by  your  report.  It  seems  to  indicate  that  Interior  has  not 
been  suitably  aggressive.  The  people  in  Alaska,  including  the  con- 
gressional delegation,  is  complaining  the  Secretary  of  the  Interior 
is  too  aggressive. 

On  the  one  hand,  they  have  been  complaining  we  should  open  up 
all  of  the  offshore  areas  to  all  oil  and  gas  leasing,  although  that  is 
only  5  percent  of  the  total  offshore  areas.  And,  on  the  other  hand, 
they  are  protesting  when  the  Secretary  is  prepared  to  open  up — the 
Secretary  of  the  Interior  is  prepared  to  open  and  proceeding  to 
open  up  all  the  offshore  areas. 

That  did  not  seem  to  me  to  indicate  anything  about  an  agressive 
leasing  policy. 

Mr.  McCuLLOUGH.  Certainly,  sir,  we  are  not  saying  that  Interior 
Department  has  not  been  aggressive.  We  had  not  used  that  lan- 
guage, certainly. 

Specifically  what  we  have  addressed  is  the  coordination  between 
the  two  agencies,  that  is  supposed  to  occur.  From  that  standpoint, 
our  finding  is  that  the  coordination  certainly  is  less  than  one  could 
expect,  and  certainly  less  than  desirable  from  both  sides. 

Mr.  Seiberling.  All  I  can  say  is  that  it  strikes  me  that  in 
addition  to  everything  else  the  Department  of  Energy  has  done,  it 
is  one  of  the  poorest  organized  Departments  in  the  entire  adminis- 
tration. And  perhaps  that  is  where  the  fault  lies,  and  not  with  the 
statute.  But  certainly  if  we  can  clarify  it. 

I  have  no  further  comments. 

The  Chairman.  Mr.  Lewis? 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

If  you  will,  on  Mr.  Seiberling's  point.  I  may  be  misinterpreting 
the  section  that  I  am  reading,  but  it  seems  to  me  that  makes  it 
very  clear  the  position  you  took  in  your  report.  On  page  18  of  the 
report,  separate  from  Chairman  Brooks'  statement  on  the  floor  at 
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the  initial  stages  when  the  bill  first  moved,  in  the  conference 
report,  in  section  303(c)(1),  the  actual  statutory  language  that  came 
out  says  the  Secretary  of  Energy  shall  forward  to  the  Secretary  of 
the  Interior,  in  not  less  than  30  days,  prior  to  the  date  on  which 
the  Department  of  the  Interior  first  publishes,  or  otherwise  pre- 
scribes the  terms  and  conditions  under  which  a  Federal  lease  will 
be  issued,  to  disapprove  the  term  or  condition  of  such  lease  that 
relates  to  any  matter  with  respect  to  the  authority,  that  the  Secre- 
tary has  to  issue  regulations  under  section  203(1))  of  that  act,  and 
the  Secretary  of  the  Interior  may  by  agreement  define  circum- 
stances under  which  a  reasonable  opportunity 

Mr.  Seiberling.  Would  the  gentleman  yield? 

Mr.  Lewis.  Certainly. 

Mr.  Seiberling.  The  key  words  are  the  words  "which  relate  to 
any  matter  with  respect  to  which  the  Secretary  has  authority  to 
promulgate  regulations  under  section  302(b)  of  this  act." 

We  have  to  go  back  to  section  302(1)),  and  his  authority  is  limited 
to  certain  things.  And  these  are  mostly  matters  of  fostering  compe- 
tition, implementation  of  bidding  systems,  establishing  require- 
ments, setting  rates  of  production,  or  specifying  producers,  and 
terms  and  conditions,  and  disposition  of  the  royalty. 

It  seems  to  me  those  are  fairly  clear  and  quite  limited,  and 
anything  not  specifically  listed  there  remains  in  the  Secretary  of 
the  Interior.  And  I  do  not  see  that  it  is  clear  that  the  Secretary  of 
Energy  has  limited  itself  to  that. 

Mr.  Lewis.  If  I  could  regain  my  time,  Mr.  Chairman. 

In  reading  section  302(b),  it  is  clear  to  me  that  the  Secretary  of 
Energy  has  a  clear  shot  before  the  fact,  and  a  clear  shot  of  review 
after  the  fact.  I  think  it  would  be  appropriate  for  the  record  of  this 
hearing  to  have  our  counsel  review  this  section  we  are  discussing 
here,  and  help  us  clarify  the  fundamental  question. 

The  Chairman.  Counsel  has  reviewed  it,  and  it  is  quite  specific, 
it  is  quite  specific  that  section  302(b)  specifically  states  setting  rates 
of  production.  I  think  that  is  exactly  what  it  is  saying. 

Mr.  Lewis.  If  I  can  continue  my  questioning,  your  report  was  a 
very  strong  report,  and  I  sense  some  backing  off  as  a  result  of 
maybe  the  challenge  of  this  committee. 

You  indicated  clearly  that  the  Leasing  Liaison  Cornmittee  was 
not  producing  very  much  in  terms  of  effective  coordination,  and 
you  suggested  some  kind  of  procedure  to  improve  the  effectiveness 
of  that  committee. 

Do  you  have  a  specific  procedure  in  mind?  Have  you  discussed 
that  process  which  you  would  recommend  be  established  to  im- 
prove the  effectiveness  of  that  committee? 

Mr.  McCuLLOUGH.  Precisely.  In  our  recommendations  on  the 
development  of  production  goals,  we  recommend  that  energy  issue 
its  regulations  which,  in  effect,  will  call  for  a  review  by  the  Leasing 
Liaison  Committee  if  there  are  differences  in  what  these  produc- 
tion goals  ought  to  be. 

If  the  Leasing  Liaison  Committee  cannot  formally  or  informally 
resolve  the  differences,  then  it  should  be  elevated  directly  to  the 
Secretaries.  And  if  the  Secretaries  still  at  this  point  are  not  in 
agreement,  they  can  elevate  it  directly  to  the  President. 
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So  this  specific  procedure  is  merely  one  in  which  the  Leasing 
Liaison  Committee  accomplishes  the  initial  coordination  role  in 
trying  to  get  the  two  Departments  together  on  their  differences. 

Mr.  Lewis.  You  indicated  important  issues  either  do  not  come  in 
a  timely  fashion  to  the  committee,  or  they  do  not  get  there  at  all. 
How  do  you  overcome  or  resolve  that  obvious  fault? 

In  other  words,  if  differences  develop  and  never  got  to  the  com- 
mittee? 

Mr.  McCuLLOUGH.  I  guess  you  are  asking  how  you  get  two  Secre- 
taries to  utilize  the  Leasing  Liaison  Committee  for  the  purposes  for 
which  it  was  set  up.  And  this  is  a  specific  responsibility  I  would 
envision  that  the  individual  departments  should  resolve,  to  use 
that  Leasing  Liaison  Committee  for  those  purposes  and,  in  fact, 
move  the  areas  of  conflict  to  the  committee  as  expeditiously  as 
possible. 

That  is  just  a  management  problem.  You  have  set  the  tool  there 
for  them  to  use. 

Mr.  Lewis.  So  you  are  suggesting  literally  management,  as  they 
flail  around  protecting  individual  turf  refuse,  then,  to  bring  the 
differences  to  the  public  light  of  day? 

Mr.  McCuLLOUGH.  For  whatever  reason,  that  they  do  not  actual- 
ly use  the  committee  for  the  purposes  for  which  it  was  intended,  is 
a  management  fault. 

Mr.  Lewis.  You  further  indicated  that  maybe  one  of  the  prob- 
lems is  in  part  the  fact  that  they  operate  informally  by  way  of  a 
memorandum  of  understanding,  or  less  than  a  formal  discussion 
the  results  of  which  later  can  be  interpreted  a  number  of  ways,  and 
suggest  that  formal  regulations  ought  to  be  the  process  whereby 
the  departments  operate,  rather  than  informal? 

Mr.  McCuLLOUGH.  What  we  are  saying  here,  if  I  can  interpret 
what  you  are  asking  specifically,  is  that  wherever  informal  coordi- 
nation works,  we  applaud  the  use  of  that  informal  coordination  if  it 
results  in  what  it  is  they  are  trying  to  do,  whether  in  leasing,  or 
whatever. 

In  our  investigation,  we  found  the  informal  coordination  simply 
is  not  working,  that  they  need  to  go  the  next  step,  and  use  a 
hammer  to  spell  out  how  they  should  start  sitting  together  and 
working  together  to  coordinate.  That  is  why  we  recommend  that 
regulatory  procedures  be  set  up.  If  that  fails,  then  obviously  the 
next  step  is  a  bigger  hammer,  specifically  legislation,  we  would 
look  to  as  a  possible  resolution. 

So,  we  are  not  kicking  informal  coordination,  where  it  works.  If 
it  works,  fine,  great,  use  it.  It  is  not  working  here. 

Mr.  Lewis.  I  can  totally  accept  out  front  disagreements  in  terms 
of  approach,  but  when  turf  gets  in  the  way  of  the  purpose  of  the 
act,  when  departments  choose  to  walk  away  from  each  other  in- 
stead of  legitimately  coming  together  in  a  pure  forum,  and  resolv- 
ing problems,  that  is  not  acceptable. 

No  further  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Bonior? 

Mr.  Bonior.  Mr.  McCullough,  could  you  and  your  colleagues  tell 
me  a  little  bit  about  your  investigation  of  the  subject  matter?  For 
instance,  the  request  made,  how  did  you  go  about  studying  who  is 
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supposed  to  do  the  investigation,  and  what  quaHfications  do  these 
people  who  have  done  the  report  of  the  investigation  have? 

Mr.  McCuLLOUGH.  You  mean  as  a  general  type  of  comment  first? 

Mr.  BoNiOR.  Yes. 

Mr.  McCuLLOUGH.  We  have  specifically,  within  the  General  Ac- 
counting Office,  a  planning  system.  First,  let  me  tell  how  the 
Division  of  Energy  and  Minerals  uses  the  planning  system. 

Mr.  BoNiOR.  How  many  people  do  you  have  in  Energy  and  Min- 
erals? 

Mr.  McCuLLOUGH.  At  last  count,  about  175  staff  years.  That 
includes  all  support  staff  in  the  Energy  and  Minerals  Division  in 
Washington.  We  utilize  additional  staff  years  from  our  auditors  in 
our  field  offices,  up  to  approximately  a  like  number  of  staff  years 
total. 

Mr.  BoNiOR.  Do  you  get  a  request  from  someone  suggesting  there 
are  some  departmental  problems  related  to  this  legislation,  and  do 
you  go  about  investigating? 

Mr.  McCuLLOUGH.  There  are  two  ways  that  that  occurs.  The 
planning  system  basically  is  our  attempt  to  define  what  the  major 
issues  are,  the  issues  specifically  that  are  before  the  Congress,  that 
the  Congress  will  be  interested  in.  And  we  plan  around  various 
lines  of  efforts  toward,  looking  at  those  issues.  It  eventually  gets 
down  to  specific  jobs  on  specific  questions. 

Concurrent  with  that,  we  discuss  with  the  various  committee 
staff  directors  connected  with  energy,  throughout  the  year,  their 
specific  concerns.  We  try  to  get  an  idea  of  what  their  schedule,  for 
example,  is  going  to  be,  where  they  want  us  to  do  work  in  an  area. 

We  then  either  receive  a  specific  request,  written  by  perhaps  the 
chairman,  or  a  member  of  the  committee,  that  asks  specific  ques- 
tions, which  we  then  conduct  an  analysis  and  try  to  answer  specifi- 
cally those  questions. 

In  addition,  if  that  particular  question  is  in  an  area  which  we 
have  ongoing  work,  we  attempt  to  meld  that  request  in  our  ongoing 
work,  so  that  when  we  come  out  with  a  report,  we  not  only  answer 
the  work  that  we  have  ongoing,  but  the  specific  request  coming  in 
in  the  meantime. 

Mr.  BoNiOR.  How  long  does  it  take  to  compile  it? 

Mr.  McCuLLOUGH.  This  was  a  self-initiated  project.  We  started 
some  time  ago.  We  subsequently  received  committee  interest  in  it. 

Mr.  Taylor.  We  initially  started  this  job  in  January  of  1979,  and 
received  a  request  in  line  with  the  areas  in  which  we  were  already 
getting  into.  We  got  the  request  from  the  chairman  of  this  commit- 
tee. 

Mr.  BoNiOR.  And  the  report  issued  what  date? 

Mr.  McCuLLOUGH.  June. 

Mr.  Taylor.  June  4. 

Mr.  BoNiOR.  One  of  the  things  Mr.  O'Leary  criticized,  he  says, 
"We  believe  the  GAO  criticism  regarding  the  functioning  of  the 
Leasing  Liaison  Committee  is  premature." 

My  question  with  respect  to  that  statement.  Are  you  finding 
what  we  have  here  is  basically  an  attitudinal  problem  between  the 
departments,  or  indeed  a  time  problem? 

Mr.  Taylor.  I  think  it  is  a  combination  of  problems.  For  exam- 
ple, when  we  were  involved  in  this,  the  Department  of  the  Interior 
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was  operating  under  a  mandate  from  the  OCS  Land  Act  to  issue  a 
leasing  schedule.  That  required  time  and  effort  on  their  part. 

Mr.  BoNiOR.  Do  you  think  it  has  had  adequate  time? 

Mr.  Taylor.  To  develop  the  leasing  schedule? 

Mr.  BoNiOR.  Yes. 

Mr.  Taylor.  As  a  personal  opinion,  I  would  say  probably  no. 
Because  the  passage  of  the  act  was  in  October  of  last  year,  they 
were  required  to  issue  a  leasing  schedule  within  a  matter  of 
months. 

The  type  of  analysis  that  would  really  go  into  a  final  leasing 
schedule,  I  presume,  takes  several  months,  including  what  we  feel 
is  an  important  area  analysis  of  the  production  goals. 

How  do  you  lease  to  meet  those  production  goals?  If  there  are 
problems  of  the  environment  or,  for  whatever  reasons  you  cannot 
meet  a  production  goal,  these  problems  will  take  time  to  resolve 
and  consider. 

Mr.  BoNiOR.  What  about  production  goals? 

Mr.  Taylor.  Production  goals,  I  say  yes.  Again,  this  is  a  personal 
opinion.  Production  goals  are  basically  prepared  from  a  model.  The 
model  itself,  which  we  point  out  in  the  report,  is  a  new  model. 
There  has  not  really  been  time,  when  we  looked  at  it,  to  have  the 
model  critically  analyzed  to  see  how  good  the  output  really  was. 

I  guess  there  was  a  time  problem  in  coming  up  with  production 
goals,  because  energy  was  required  to  develop  production  goals  for 
the  OCS  in  time  for  Interior  to  use  them  in  developing  their 
leasing  schedule. 

Mr.  McCuLLOUGH.  I  might  add  that  production  goals  are  some- 
thing that  we  do  not  view  as  a  figure  set  in  concrete,  so  to  speak.  It 
is  a  goal  initially  using  your  best  judgment  as  to  how  much  of  a 
particular  energy  resource  you  are  going  to  need,  which  should  be 
consistent  with  the  national  energy  plan  that  is 

Mr.  BoNiOR.  That  is  rather  unclear? 

Mr.  McCuLLOUGH.  That  is  correct,  sir. 

Mr.  BoNiOR.  Thank  you. 

The  Chairman.  Mr.  Breaux? 

Mr.  Breaux.  Thank  you,  Mr.  Chairman. 

I  apologize  for  being  late.  I  was  trying  to  get  gas.  It  was  rougher 
in  Louisiana  than  up  here.  Trying  to  explain  that  in  Louisiana  is 
not  easy. 

I  was  looking  at  some  of  your  statements,  and  Mr.  O'Leary's. 
And  it  seems,  in  reading  their  statement,  everybody  is  cooperating 
in  trying  to  put  the  program  together.  It  seems  in  their  testimony 
everything  is  going  better  than  your  audit  indicates  they  are  going. 

Mr.  Joseph,  on  page  3  of  his  statement,  indicates  that  in  terms  of 
the  final  OCS  production  goals  provided  by  DOE  estimates,  using 
DOE  models,  indicates  they  will  be  needing  90  percent  of  the  oil 
goals,  and  95  percent  of  the  gas  goals. 

Does  the  GAO  audit  agree  with  that?  It  seems  they  are  pretty 
close  on  target. 

Mr.  McCuLLOUGH.  First  of  all,  sir,  we  have  not  specifically 
looked  at  those  figures,  or  specifically  on  how  much  they  need  in 
terms  of  specific  goals. 
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Mr.  Breaux.  Was  that  not  part  of  the  audit  procedure,  to  see 
how  many  of  the  goals  DOE  was  reaching,  that  DOE  would  be  able 
to  achieve? 

Mr.  McCuLLOUGH.  Not  as  part  of  this  particular  audit.  This 
looked  at  the  coordination  role,  and  the  coordination  activity  going 
on  or  not  going  on  between  the  two  agencies.  It  did  not  specifically 
get  at  the  substance  of  whether  or  not 

Mr.  Breaux.  Part  of  determining  whether  they  are  cooperating 
is  to  look  at  final  results,  and  see  if  they  are  reaching  the  results 
they  are  supposed  to  in  coordinating.  How  do  you  determine  they 
are  coordinating  in  a  proper  manner,  if  you  do  not  look  to  see  if 
the  end  result  is  being  achieved? 

Mr.  McCuLLOUGH.  In  the  beginning,  we  started  looking  at  meth- 
odology. We  plan  to  continue  to  look  at  specific  areas,  and  perhaps 
a  subsequent  review,  to  look  specifically  at 

Mr.  Breaux.  In  other  words,  all  the  things  GAO  looked  at  was 
that  methodology  they  were  trying  to  work  together  on,  and  did 
not  look  at  what  was  achieved  results  at  all? 

Mr.  McCuLLOUGH.  That  is  correct,  sir.  By  the  time  we  finished 
our  study,  the  production  goals  were  not  final. 

Mr.  Breaux.  Do  you  think  that  in  determining  whether  two 
departments  are  cooperating  in  coordinating  their  activities,  that 
the  goals  that  they  are  supposed  to  be  achieving  should  be,  in  part, 
a  consideration  in  determining  whether  they  are  cooperating  prop- 
erly? 

Mr.  McCuLLOUGH.  I  certainly  agree  with  that. 

Mr.  Breaux.  Then  something  is  still  missing  in  the  audit  in 
determining  whether  the  two  departments  are  working  together  in 
the  way  Congress  intended  them  to  work. 

Mr.  McCuLLOUGH.  I  think  it  is  a  question  of  degree.  I  do  not 
think  there  is  anything  missing  from  the  charter  of  the  audit.  We 
performed  it  specifically  for  a  specific  purpose,  taking  the  initial 
look  at  the  Leasing  Liaison  Committee,  to  see  how  it  was  working. 

Obviously,  you  are  correct,  sir,  that  one  criteria  to  use  in  the 
final  analysis,  when  you  look  back  and  see  whether  or  not  the 
committee  has  worked  effectively,  is  whether  or  not  they  have 
actually  developed  goals. 

Mr.  Breaux.  In  examining  the  methodology,  did  you  look  at 
some  of  the  different  areas  that  the  departments  were  responsible 
for,  and  determine  whether  the  process  by  which  they  made  these 
conclusions  were  coordinating  to  proper  procedures  set  out  by  ei- 
ther the  statute  or  the  memorandum  of  understanding? 

Mr.  McCuLLOUGH.  Yes,  sir.  We  looked  at  basically  these  areas. 

Mr.  Breaux.  Mr.  Joseph,  on  page  2  of  his  statement,  says  DOE 
also  concluded  that  availability  of  transportation  facilities  should 
not  affect  the  leasing  plans  over  the  west  coast  or  Alaska. 

And  in  your  process  of  audit,  did  you  ever  run  across  an  exami- 
nation by  DOE  of  the  transportation  facilities  as  regards  the  leas- 
ing operation? 

I  find  that  an  astounding  conclusion,  because.  No.  1,  apparently 
we  do  not  have  adequate  refining  capacity  on  the  west  coast  to 
take  Alaskan  oil  and  bring  it  down  the  west  coast,  through  the 
Panama  Canal,  and  into  Texas  and  Louisiana  and  not  refining 
nearly  enough  of  the  west  coast  oil  on  the  west  coast. 
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This  is  an  astounding  conclusion,  as  far  as  this  member's  initial 
inspection  is  concerned.  Did  you  run  across  how  they  arrived  at 
that  conclusion? 

Mr.  Christoff.  We  did  have  a  chance,  Mr.  Breaux,  to  discuss 
with  the  people  in  DOE  about  the  methodology  and  the  model  that 
was  used.  One  constraint  in  the  model  was  the  transportation 
constraint. 

I  believe  they  did  come  to  that  conclusion  in  the  draft  report 
issued  in  March  of  1979.  We  did  not  have  a  chance  to  really  go  into 
the  methodology  itself. 

Mr.  Breaux.  If  they  had  to  put  a  little  model  on  the  table  to 
come  to  the  conclusion,  that  is  not  causing  a  problem,  does  that  not 
seem  to  indicate  to  someone  in  GAO  maybe  they  are  not  using  the 
proper  modeling? 

Mr.  Christoff.  Mr.  Breaux,  I  believe  we  do  address,  in  our 
report,  some  of  the  concerns  of  officials  in  the  Department  of  the 
Interior  regarding  specifics  of  the  model.  One  of  the  concerns  was 
basically  some  of  the  constraints  used  in  the  model.  And  I  suggest 
that  you  talk  to  the  people  in  the  Department  of  the  Interior  about 
the  model  that  was  used. 

Mr.  Breaux.  Is  a  model  necessary  when  you  have  the  actual 
factual  situation  in  front  of  you?  Do  you  have  to  create  a  computer 
model  when  you  have  the  exact  facts?  Could  you  not  just  put  the 
figures  on  a  piece  of  paper  and  come  to  the  conclusion  without 
having  to  draft  a  hypothetical  model  to  determine  whether  it  is 
working  or  not? 

What  I  am  saying  is  that  a  proper  method  to  arrive  at  a  conclu- 
sion when  you  have  an  actual  factual  situation  before  you,  that  you 
know  what  all  the  ingredients  are,  is  it  necessary  to  create  a 
computer  model  to  give  you  a  conclusion?  Apparently  that  is  what 
they  have  done. 

It  seems  like  it  is  so  unnecessary. 

Mr.  Taylor.  The  model  itself,  the  projections,  are  not  the  imme- 
diate future.  The  projections  they  are  referring  to  are  for  1985  and 
1990.  There  you  have  to  draw  assumptions  as  to  the  availability  of 
transportation,  et  cetera.  That  would  be  the  main  reason  for  using 
such  a  computer  model. 

Mr.  Breaux.  Page  5  of  Secretary  O'Leary's  testimony  indicates 
that  "GAO  recommendation  to  the  respective  Secretaries  to  pro- 
mulgate regulations  defining  roles,  responsibilities,  and  uses  of 
production  goals  by  January  1,  1980,  is  unnecessary." 

He  says,  "The  existing  MOU  satisfies  the  points  to  be  covered  in 
the  suggested  regulations,  and  we  feel  the  process  will  work  more 
smoothly." 

I  would  like  to  have  your  comments. 

Mr.  McCuLLOUGH.  Here  again,  sir,  I  have  not  specifically  looked 
at  the  Secretary's  testimony  yet,  or  specifically  what  may  have 
occurred  since  we  issued  our  report.  But  in  response  to  another 
question,  I  believe  to  Mr.  Livingston,  that  it  is  basically  our  opinion 
that  if  the  Department — in  this  particular  case,  two  Departments 
can  agree  informally,  and  get  the  job  done,  come  up  with  the 
results,  fine. 
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In  the  conduct  of  our  investigation,  we  found  that  that  was  not 
happening.  So  our  next  step  was  to  recommend  specifically  that 
those  procedures  be  outlined  in  regulations. 

Mr.  Breaux.  Did  you  find  that  the  policy  set  forth  by  the  memo- 
randum of  understanding  was,  in  fact,  not  being  followed?  Is  that 
what  you  just  said,  and  is  that  why  you  recommended  it  be  put 
forth  in  regulations? 

Mr.  Taylor.  No,  sir,  that  is  not  exactly  what  we  are  saying. 
What  we  are  saying  is  the  language  of  that  memorandum  of  under- 
standing was  vague  and  subject  to  interpretation.  What  we  found 
was  that,  the  language,  as  it  reads  in  the  memorandum  of  under- 
standing, states  that  the  Secretary  of  Interior  shall  be  guided  by 
the  production  goals.  What  they  meant  by  "guided  by  production 
goals"  was  interpreted  by  each  department  differently.  I  will  sub- 
mit the  memorandum  entitled  "Establishment  and  use  of  MOU 
between  DOI  and  DOE  on  the  production  goals  for  energy  re- 
sources on  Federal  lands"  for  the  record. 

[The  information  follows:] 
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APPENDIX   B 


MEMORANDUM  OF  UMDERSTANDING  BETVEDs'  THE 

DEPARTMENT  OF  THE  INTTERIOR  AND  THE 

DEPARTMENT  OF  ENERGV  CnNCERNING  THE 

ESTABLISHMENT  AND  USE  OF  PRDDUCTIO^;  GOALS  TOR  DffiRQT 

RESOURCES  ON  FEDERAL  LANDS 


Pinpose 

The  purpose  of  this  Menoranduni  of  Understanding  between  the  Department 
of  the  Interior  and  the  Departanent  of  Energy  is  to  set  forth  concepts, 
assunptions,  and  responsibilities  for  the  establishinent  and  use  of 
production  goals  for  Federal  energ>'  leasing  and  to  set  fo7-th  nechanisrs 
for  inplementing  those  resj)onsibilities. 

Concepts  and  AsstJiptions 

a.  The  development  of  an  integrated  national  energy  policy  by  the 
Department  of  Energ>-  reqiiires  the  coordinated  treatment  of 
Federal  resources  as  a  constituent  part  of  national  energ>' 
planning  consistent  vith  o\'erall  national  economic,  environ- 
mental, and  social  goals  and  s^jplicable  law.  These  energy  and 
resource  development  activities  rust  be  based  on  adequate  data, 
rigorous  analysis,  and  appropriate  progran  decisions. 

b.  Each  Departinent  has  responsibilities,  authorities,  information, 
and  data  which,  when  properly  combined  and  executed,  can  produce 
efficient  energy'  resource  development  in  an  environmentally 
acceptable  manner. 

c.  The  planning  process  must  reflect  the  statutory  responsibilities 
of  each  Department  and  the  inherent  uncertainty  of  forecasts  as 
veil  as  include  public  consultation,  environmental  considerations, 
•and  appropriate  energy  resource  development. 


52 


d.  Program  goals  should  be  reviewed  on  a  regular  basis. 

e.  Energy  resources  for  purposes  of  this  MeTnorandun  include  offshore 
oil,  offshore  natural  gas,  onshore  oil,  onshore  natural  gas,  coal, 
oil  shale,  tar  sands,  geothennal  resources,  ajid  uranium.  Leases 
include  leases  of  Federal  lands  (including  Outer  Continental  Shelf 
(OCS)  lands)  or  interests  in  such  lands. 

f.  Projection  periods  for  onshore  and  offshore  oil  and  natural  gas, 
coal,  oil  shale,  and  geothermal  resources  are  S,  10  and  15  years 
each;  projection  periods  for  tar  sands  and  uranium  vlll  be  specified 
in  the  individual  information  exchanges  between  the  Departments  on 
an  ad  hoc  basis. 

g.  Production  goals  are  t^-^  --.jectives  for  the  national  production  of 
energy  resources  from  Federal  lands  or  interests  in  lands  including 
the  OCS  which  are  necessary  to  carry  out  national  energy  policy  and 
to  enable  each  Departwrr  to  fulfill  its  responsibilities  under 
section  801  (b)(1)  of  the  Department  of  Energy  Organization  Act. 

3.  Tteta  Responsibilities  of  the  Secretary  of  the  Interior 

a.  The  Secretary  of  the  Interior  will  supply  data  and  information 

(incli^ding  si^jpcrting  analyses  and  methodologv')  to  the  Secretary  of 
Energy  related  to  the  extent  of  energy  Tesources  and  current  and 
anticipated  production  from  the  Federal  lands,  including  OCS  lands, 
or  interests  in  such  lands  for  the  relevant  projection  period  for 
each  resource,  consisting  of: 

(1)  Estimated  energ>'  resources  and  estimates  of  anticipated 
annual  production  for  the  5th,  10th  and  15th  projection 
years  expected  from  leases  currently  under  production  and 
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from  leases  expected  to  be  developed,  taJdng  account  of 
changes  due  to  exhaiistion  of  resources  and  abandonment  of 
leases,  under  existing  and  proven  technology  and  under 
existing  lavs  and  regulations.  Where  necessary,  explanations 
of  -uncertainties  as  to  estijnates  and  data  will  be  included; 
and 
C2)  Estimated  energy  resources  underlying  areas  not  currently 
xnder  lease  but  which  are  included  in  a  leasing  schedule 
or  plan. 
b.  The  Secretary  of  the  Interior  will  also  provide  to  the  Secretar)-  of 
Energy  the  following  data  and  information,  to  the  extent  8\'ailable: 

(1)  An  evalijation  of  the  energ)-  resource  potential  of  Federal 
lands  neither  currently  under  lease  tiot  included  in  an 
established  lease  or  schedule; 

(2)  Any  other  related  data  that  may  be  requested  by  the 
Secretary  of  Energy  in  carr>'ing  out  his  i>ertinent 
statutory  and  regulatory  duties. 

Goal  Setting  Tlesponsibilities  of  the  Secretary  of  Energy 
Subject  to  the  process  and  timetable  provided  in  Section  6: 

a.  The  Secretary  of  Energy  will  develop  proposed  national  energ>' 
production  goals  for  Federal  lands  and,  following  Te\'iew  of  those 
goals  by  the  Secretary  of  the  Interior,  will  establish  final 
production  goals. 

b.  The  Secretary  of  Energy  will  propose  and  establish  production  goals 
for  energy  resources,  on  a  resource  by  resource  basis,  on  lands  or 
interests  in  lands  under  Federal  jurisdiction,  for  the  relevant 
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projection  period,  based  •upon  the  following: 

(1)  The  pioduction  estimates  provided  by  the  Secretary  of  the 
Interior; 

(2)  Production  estijnates,  developed  by  the  Secretary  of 
Energy,  from  Federal  lands  scheduled  by  the  Secretaiy 
of  the  Interior  to  be  leased; 

(3)  Increases  or  decreases  in  these  estinetes  resulting 
from  modification  to  pertinent  regulations  or  statutes, 
anticipated  advances  in  technology,  or  use  of  enhanced 
recovery  methods;  and 

(4)  Any  additional  increases  or  decreases  in  production  which 
the  Secretsr>-  of  Lnergy  nay  propose. 

In  setting  these  goals,  the  Secretary  of  Energy  will  take  into 
account  developmental  lead  times  and  will  consider: 

(1)  The  overall  energy  strategy  set  forth  in  the  current  or 
most  recent  Annual  Report  and  National  Energ>'  Policy 
Plan  prep>ared  in  accordance  with  sections  657  and  title 
Vin  of  the  Department  of  Energy  Organization  Act; 

(2)  The  estimates,  evaluations  and  other  information  pro\'ided  by 
the  Secretary  of  the  Interior  pursuant  to  section  3; 

(3)  Estijietes,  information,  data  and  e\'aluations  furnished 
by  the  Administrator  of  the  Department  of  Energy's  Energy 
Information  Administration  concerning,  but  not  limited  to, 
reserves  and  undiscovered  resources; 

(4)  Such  other  considerations  as  the  Secretary  of  Energ>'  may 
deem  pertinent;  and 
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(5)  Kith  respect  to  coal,  and  as  available  and 
applicable  for  the  other  energy  resources: 

(a)  The  availability  of  the  energy  yesoiirce 
from  private,  State,  Indian,  and  other 
non-Federal  reserves  already  leased  but 
not  yet  committed  to  production; 

(b)  the  impact  on  potential  production  from 
non-Federal  resources  or  on  those  Federal 
resources  alread>'  leased  but  not  yet  coimdtted 
to  production,  of  leasing  for  production  of 
additional  Federal  energy  resources. 

d.  The  Secretary  of  Energ)-  will  provide  the  Secretary  of  the  Interior 
the  assunptions  and  data  xised  in  developing  the  production  goals. 

e;  The  Secretary  of  Enerpv  vlll  include  appropriate  proposals  on  matters 
vithin  his  jiirisdiction  to  adjxjst  production,  including,  if  applicable: 

(1)  Changes  in  regulations  identified  by  section  302 (b)  of 
the  Department  of  Energy  Organization  Act. 

(2)  Changes  in  procedures  for  setting  production  rates,  or 
changes  in  the  rates  themselves;  and 

(3)  In  the  Annual  Report  and  National  Energy  Policy  Plan 
required  by  section  6S7  and  title  VIII  of  the  Department 
of  Energy  Organization  Act,  proposals  for  changes  in 
legislation  or  other  actions  affecting  the  broad  aspects 
of  energ)'  polic>'  for  vhich  the  Department  of  Energ>'  has 
responsibility. 

5.  In  reviewing  and  commenting  on  the  Secretary  of  Energ)' 's  proposed  production 
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goals,  the  Secretary  of  the  Interior  vill  inform  the  Secretary  of  Energy' 
of  potential  policy  conflicts  or  problems  concerning,  but  not  limited  to: 

a.  The  Departanent  of  Interior's  responsibilities  for  the  management, 
Tegulation,  and  conservation  of  natural  resources; 

b.  The  ca5>abilities  of  the  Federal  lands  and  Federal  energ)-  resources 
to  meet  these  goals; 

c.  The  national  need  for  these  energy  resources  balanced  against 
the  environmental  consequences  of  developing  them. 

Process  and  Timetable 

a.  As  soon  as  practicable  after  the  effective  date  of  this  Mencrandum  the 
Secretary  of  Interior  vill  provide  the  Secretary  of  Energy*  the 
information,  data,  and  assessnents  pursuant  to  section  3. 

b.  Kithin  30  days  after  receipt  of  the  Secretary  of  the  Interior's 
infonnation,  data,  and  assessments  regarding  a  particular  energy 
resource,  the  Secretary  of  Energy  shall  advise  the  Secretary  of  the 
Interior  of  the  time  schedule  for  his  preparation  of  proposed 
production  goals.  Such  production  goals  shall  be  transmitted  to 
the  Secretary  of  the  Interior  as  soon  as  practicable  after  receipt 
by  the  Secretary  of  Energy'  of  the  above  mentioned  information. 

c.  The  Secretary  of  the  Interior  vdll  have  60  days  to  reviev  and 
conment  on  the  proposed  production  goals. 

d.  The  Secretary  of  Energy  vill  issue  final  production  goals  not  more 
than  30  days  after  the  Secretary  of  the  Interior's  cements  have 
been  received. 

«.  This  process  will  be  repeated  biennially  from  the  effective  date  of 
this  Memorandum  or  at  such  other  interval  as  the  Secretaries  may  agree. 
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f .  The  final  production  goals  will  be  published  in  the  cunrent  or  next 
Annual  Report  or  National  Energy  Policy  Plan  of  the  Secretary 

of  Energy  under  section  657  and  title  Vlll  of  the  Department  of 
Energy  Organization  Act. 

g.  In  establishing  or  re^'ising  leasing  programs  and  lease  planning 
schedules,  the  Secretary  of  the  Interior  shall  be  guided  by 

the  final  production  goals  established  pursuant  to  this  Menorandum 
consistent  with  the  Secretary's  other  statutory  responsibilities . 

7.  Coordination 

Coordination  of  these  procedures  may  be  acconplished  through  the  Leasing 
Liaison  Connittee  established  in  accordance  with  section  210  of  the 
Depardnent  of  Energy  Organization  Act. 

8.  Effective  Date 

This  MsTBorandum  shall  be  effective  \3p0T)  execution. 


cretary  of  the  Interior 


(Date) 
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Mr.  Breaux.  How  does  that  memorandum  of  understanding, 
which  says,  "guided  by"  differ  from  what  the  statute  said  that 
Congress  passed,  and  is  the  law  of  the  land? 

Mr.  Taylor.  The  statute  itself  does  not  discuss  production  goals 
as  such. 

Mr.  Breaux.  Does  the  authorization  bill  for  DOE  set  forth  specif- 
ic items  that  they  shall  do? 

Mr.  Taylor.  Yes,  it  does.  Those  are  certain  requirements  that 
were  transferred  responsibilities,  transferred  to  the  Department  of 
Energy. 

Mr.  Breaux.  And  it  says  setting  rates  of  production  for  Federal 
lease,  it  does  not  say  may  or  may  not,  or  could  it? 

Mr.  Taylor.  I  think,  again,  that  is  subject  to  interpretation. 
What  we  could  be  talking  about  on  rates  of  production  are  the 
actual   maximum   efficient  rates  of  production   on  a  given   well. 

Mr.  Breaux.  Let  me  ask  you  this.  One  of  the  sections  in  the  DOE 
authorization  bill  says  vested  in  the  Secretary — meaning  DOE — 
and  the  Secretary  of  the  Interior  to  promulgate  regulations  under 
OCS  99,  which  relates  to  item  No.  4,  setting  rates  of  production  for 
Federal  resources. 

I  mean  that  is  kind  of  specific  and  clear,  that  they  shall  promul- 
gate regulations  setting  rates  of  production.  If  you  say  the  memo- 
randum of  understanding  between  the  departments  says  the  De- 
partment of  the  Interior  shall  "be  guided  by"  does  not  seem  to 
coincide  with  the  law  saying  they  shall  promulgate  rates  of  produc- 
tion. 

Let  me  have  your  comments. 

Mr.  McCuLLOUGH.  I  think  what  we  are  looking  at  here,  sir, 
specifically  is  the  interpretation  that  has  been  given  to  that  specif- 
ic section. 

Mr.  Breaux.  How  can  you  get  a  different  interpretation  from  the 
fact  that  it  is  a  mandate? 

Mr.  McCuLLOUGH.  Well,  the  specific  interpretation  of  whether  or 
not  you  are  talking  about  an  individual  lease  or  leases  in  general. 

Mr.  Breaux.  Gee,  no  wonder  we  are  all  messed  up. 

The  Chairman.  Mr.  Hughes? 

Mr.  Hughes.  No  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Livingston? 

Mr.  Livingston.  Just  to  clarify  the  point  in  Mr.  Breaux's  testi- 
mony and  also  discussed  by  the  gentlemen  from  Ohio  and  the 
gentleman  from  California,  Mr.  Lewis,  I  might  point  out  in  further- 
ance of  the  argument  that,  in  fact,  it  is  the  prerogative  of  the 
Department  of  Energy  to  set  production  goals,  and  the  Department 
of  the  Interior  to  meet  those  goals  with  their  interpretations  in 
other  areas.  I  would  point  out  to  the  rest  of  the  committee  that  in 
the  conference  report  there  is,  in  fact,  a  letter  from  Secretary 
Andrus  to  Chairman  Jack  Brooks,  dated  May  4,  1977,  which,  in 
part,  says,  and  I  quote: 

It  will,  however,  be  the  responsibility  of  the  Department  of  Energy  to  set  produc- 
tion goals  for  federally  owned  or  controlled  fossil  fuels  and  geothermal  resources 
and  to  establish  regulations  relating  to  the  general  nature  of  the  economic  terms 
and  disapprove  certain  economic  terms  on  a  lease-by-lease  basis. 

He  also  adds  that  control  of  the  other — and  I  emphasize  the  word 
"other" — "terms  and   conditions  of  especially  the  environmental 
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protection  terms  and  conditions  will  remain  with  the  Department 
of  Interior." 

It  seems  to  me  that  is  very  clear  that  production  goals  will  be  set 
by  the  Department  of  Energy,  and  if,  in  fact,  there  are  any  turf 
battles  as  found  by  the  General  Accounting  Office  in  the  imple- 
mentation or  interpretation  of  these  two  areas  of  endeavor  of  this 
particular  portion  of  the  act,  then,  in  fact,  that  interpretation  is 
erroneous. 

I  think  that  the  Department  of  Energy  is  paramount,  and  I  think 
that  the  Department  of  Energy  should  prevail. 

Mr.  Seiberling.  Mr.  Chairman,  would  the  gentleman  yield? 
Could  I  respond  to  that? 

The  Chairman.  I  will  recognize  the  gentleman. 

Mr.  Seiberling.  You  know,  the  statute  itself  does  not  talk  about 
production  goals.  It  says,  "*  *  *  setting  rates  of  production  for 
Federal  leases." 

Now,  when  I  read  that,  it  meant  to  me  that  when  an  area  was 
leased  and  oil  was  found  that  the  DOE  would  set  the  rates  of 
production  of  that  particular  operation.  Now,  production  goals  are 
quite  a  different  thing.  That  is  the  total  amount  of  oil  that  you 
want  to  produce,  and  I  understand  from  Mr.  McCullough's  state- 
ment that  the  DOE  officials  view  production  goals,  and  I  am  now 
quoting,  "*  *  *  as  representing  one  among  many  factors  that  Inte- 
rior considers  in  the  development  of  a  lease  program." 

And  to  me,  that  is  entirely  consistent  with  the  statement  that 
Chairman  Brooks  made  that  I  read  earlier  in  which  he  said  that 
section  302(b)  did  not  mean  that  the  Energy  Department  can  ride 
roughshod  over  environmental  concerns  in  the  issuance  of  these 
diligence  regulations,  and  that  the  Department  of  Energy's  ability 
to  disapprove  terms  and  conditions  of  individual  leases  extends 
only  to  the  specific  economic  areas  outlined  in  section  302(dXl), 
now  302(b). 

So  I  think  there  is  an  area  of  ambiguity  here,  and  the  reason  I 
am  trying  to  bring  this  out  is,  given  that  ambiguity  and  also  the 
general  state  of  confusion  that  seems  to  exist  in  the  Department  of 
Energy,  perhaps  we  need  to  do  something  more  to  delineate  the 
responsibilities  of  the  two  departments. 

Mr.  Livingston.  If  I  may  respond  to  the  gentleman,  I  might  just 
simply  say  that  I  do  not  think  that  anyone  is  attempting  to  point 
out  that  the  Department  of  Energy  is  intruding  into  the  right  of 
the  Department  of  the  Interior  to  govern  the  environmental  con- 
cerns. 

However,  we  are  talking  in  terms  of  overall  production.  We  are 
talking  in  terms  of  the  acreage  necessary  to  produce  oil  and  gas  for 
the  consumption  of  the  American  public  in  the  future,  and  it  seems 
to  me  that  that  is  the  number  one  consideration,  and  if  goals  are  to 
be  set,  that  they  should  be  set  in  terms  of  production  and  by  the 
standards  thought  best  by  the  Department  of  Energy,  and  nothing 
else  should  interfere  with  those  goals. 

Those  should  be  the  step  number  one;  the  GAO  has,  in  fact, 
made  that  same  statement. 

Mr.  Seiberling.  Well,  I  just  do  not  think  that  the  statute  is  all 
that  clear,  and  I  think  it  is  quite  obvious  that  production  goals  are 
one  factor.  If  production  goals  were  set  at  such  a  rate  as  to  result 
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in  destroying  all  the  fisheries  resources  of  Alaska,  I  am  sure  that 
that  would  not  be  interpreted  as  what  was  intended  by  the  bill 
when  we  passed  it. 

So  I  think  there  is  an  area  here  of  ambiguity,  and  we  need  to  try 
to  clarify  it. 

The  Chairman.  Thank  you,  Mr.  McCullough.  I  appreciate  your 
cooperation  this  morning. 

Mr.  Hughes.  Mr.  Chairman? 

The  Chairman.  Excuse  me.  Mr.  Hughes? 

Mr.  Hughes.  I  wonder  if  the  panel  can  tell  me  what  the  present 
capability  is,  computerwise  or  otherwise,  in  trying  to  assess  the 
capital  availability  and  rig  equipment  for  exploration  on  the  outer 
continental  shelf. 

Mr.  McCullough.  We  have  not  looked  at  it,  sir.  I  do  not  know. 

Mr.  Hughes.  When  the  Department  of  Energy  sets  production 
goals,  what  do  they  take  into  account  in  determining  goals  for 
stated  periods  of  time?  What  are  they  looking  at? 

Mr.  McCullough.  Well,  specifically,  here  again  we  are  getting 
back  to  the  crux  of  what  we  feel  is  a  starting  point  which  has  not 
yet  started,  that  they  need  to  lay  out  what  they  are  using  so  that 
both  Interior  and  the  general  public  and  the  Congress  can  see 
exactly  what  methodology  they  are  actually  using  in  coming  up 
with  the  goals. 

Specifically,  they  should  start  with  the  requirements  of  the  var- 
ious energy  mixes  that  come  from  the  national  energy  plan,  how 
much  oil  and  gas  we  are  going  to  need,  how  much  coal,  how  much 
oil,  whatever. 

Mr.  Hughes.  I  know  we  need  all  we  can  produce,  but  the  ques- 
tion is  how  we  arrive  at  realistic  goals,  and  my  question  specifically 
is.  Does  the  Department  of  Energy  or  any  department  have  the 
capability  at  this  time  to  make  an  independent  assessment  of  the 
industry's  ability  to  take  new  leases.  It  seems  to  me  you  have  to 
look  at  two  major  components;  one  is  capital  availability  and  the 
second  is  equipment  availability. 

Mr.  McCullough.  Those,  obviously,  sir,  are  two  factors  that 
would  bear  upon  how  much. 

Mr.  Hughes.  Did  the  General  Accounting  Office  look  at  that 
factor?  Apparently,  one  of  the  problems  that  exist  between  the 
Department  of  Energy  and  the  Department  of  the  Interior  is  the 
factoring  in  of  different  components  that  will  bear  on  the  issue  of 
how  fast  we  ought  to  be  leasing. 

Mr.  McCullough.  It  certainly  should  be  one  of  the  factors,  sir, 
that  would  be  included  in  the  analysis  of  how  much  is  realistic. 

Mr.  Hughes.  Is  not  that  one  of  the  disputes  between  the  Depart- 
ment of  Energy  and  the  Department  of  the  Interior? 

Mr.  Taylor.  That  is  correct.  It  is. 

Mr.  Hughes.  OK.  What  is  the  Department  of  Energy  doing,  if 
you  know,  to  try  to  make  an  intelligent,  independent  assessment  of 
the  industry's  ability  to  take  new  acreage? 

Mr.  Taylor.  That  we  do  not  know.  We  were  not  really  involved 
in  that. 

Mr.  Hughes.  I  understand.  It  seems  to  me  that  that  is  critical, 
because  we  have  roughly  16  million  acres  under  lease  now,  and 
that  has  to  be  one  of  the  issues  that  should  be  resolved. 
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Mr.  Taylor.  Yes,  sir.  As  we  mentioned  in  our  report,  the  model- 
ing technique  that  was  used  by  the  Department  of  Energy  was 
new.  There  were  a  number  of  questions  raised  by  the  Department 
of  the  Interior  about  the  model,  how  it  was  used  and  the  various 
subcomponents  of  that  model.  These  types  of  questions  should  be 
resolved  between  the  two  Departments  during  the  model's  develop- 
ment. If  there  are  serious  questions  along  these  lines,  you  know, 
make  the  model  available  for  the  Department  of  the  Interior  to 
take  a  look  at  and  raise  questions  about  and  try  to  resolve  these 
problems  between  the  two  departments. 

Mr.  Hughes.  In  other  words,  what  you  are  saying  is  that  you  did 
not  get  into  an  indepth  investigation  or  determination  as  to  the 
merit  of  the  various  points  of  contention. 

Mr.  Taylor.  That  is  right,  sir. 

Mr.  Hughes.  What  you  have  done  is  examine  what,  in  essence,  is 
some  inertia  between  these  departments  because  of  the  failure  to 
communicate  or  to  resolve  impasses  or  disputes,  and  it  is  to  that 
area  that  you  have  really  directed  your  inquiry. 

Mr.  Taylor.  That  is  correct. 

Mr.  McCuLLOUGH.  That  is  correct. 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  McCullough  and  gentlemen. 

Mr.  McCullough.  Thank  you,  Mr.  Chairman. 

The  Chairman.  The  next  witness  is  the  Deputy  Secretary  of 
Energy,  John  O'Leary. 

STATEMENT  OF  JOHN  O'LEARY,  DEPUTY  SECRETARY,  DEPART- 
MENT OF  ENERGY,  ACCOMPANIED  BY  R.  DOBIE  LANGEN- 
KAMP,  DEPUTY  ASSISTANT  SECRETARY,  OIL,  NATURAL  GAS, 
AND  SHALE  RESOURCES;  AND  ROBERT  H.  LAWTON,  ACTING 
DIRECTOR,  LEASING  POLICY  DEVELOPMENT  OFFICE 

The  Chairman.  You  had  an  uneventful  weekend? 

Mr.  O'Leary.  It  is  good  to  be  with  you  this  morning.  I  have  a 
statement  that  I  think  has  been  read  pretty  thoroughly,  and  it 
might  be  useful  if  I  were  to  file  that  for  the  record  and  give  you 
some  reflections  on  this  general  problem,  and  particularly  taking 
up  on  some  of  the  discussion  I  heard  here  this  morning,  but  I  am  at 
your  service,  Mr.  Chairman,  however  you  would  like  me  to  handle 
this. 

The  Chairman.  The  full  statement  will  be  printed  in  the  record, 
at  this  point,  and  if  you  will  proceed. 

[The  following  was  received  for  the  record:] 
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Statement  of  John  F.  O'Leary,  Deputy  Secretary,  Department  of  Energy 
Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before 
this  Select  Committee. 

It  is  appropriate  to  discuss  with  you  at  this  time  the  sub- 
jects of  the  working  relationship  between  the  Department  of 
Energy  (DOE)  and  the  Department  of  the  Interior  (DOI)  and  the 
new  proposed  accelerated  five-year  leasing  program  released 
in  early  June  by  DOI.   Both  of  these  subjects  are  directly 
related  and  they  will  have  a  major  impact  on  production  of 
energy  from  public  lands. 

Working  DOE-DOI  Relationships 

With  passage  of  the  DOE  Organization  Act,  certain  functions 
were  transferred  from  DOI  to  DOE.   These  responsibilities 
involve  promulgating  regulations  relating  to  bidding  systems, 
competition,  diligence,  production  rates  and  royalty  oil 
taken  in  kind.   Also  transferred  was  the  respons ibl ity  for 
setting  production  rates  on  Federal  energy  leases.   In  addi- 
tion to  writing  the  regulations  and  setting  production 
rates,  DOE  was  given  the  authority  to  disapprove  lease  terms 
and  conditions  pertaining  to  any  matter  over  which  DOE  has 
authority  to  promulgate  regulations.   The  Act  further  speci- 
fied that  the  Secretary  of  the  Interior  retains  authorities 
not  transferred  to  DOE  under  section  302(b)  of  the  Act. 
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Furtherance  of  DOE  participation  in  energy  resource  leasing 
on  Federal  lands  was  prescribed  by  a  memorandurn  of  under- 
standing (MOU)  signed  by  the  Secretaries  of  both  Departments 
in  September  1978.   The  MOU  specifies  that  DOE  is  to  estab- 
lish production  goals  for  energy  resources  on  a  resource-by- 
resource  basis.   The  intent  of  these  production  goals  is  to 
guide  the  Secretary  of  the  Interior  in  establishing  or  revis- 
ing leasing  programs  and  leasing  planning  schedules. 

The  entry  of  DOE  into  the  leasing  functions  has  created 
uncertainty  and  some  resistance.   These  points  can  be  pri- 
marily traced  to  two  factors.   First,  there  is  the  question 
of  the  extent  of  jurisdiction  and  responsibility  resulting 
from  the  statute  and  the  MOU.   Second,  the  interaction  of 
jurisdiction  is  further  complicated  by  the  philosophical 
differences,  between  the  two  Departments  toward  resource 
development.   DOE's  functions  focus  on  the  research  and 
commercialization  of  energy;  whereas  DOI,  as  custodian  of  the 
public  domain,  is  committed  to  the  multiple  use  concept  of 
resource  management. 

It  should  be  recognized  that  the  dual  participation  by  both 
Departments  in  leasing  matters  will  change  the  approach  to 
energy  development  from  Federal  lands.   Since  passage  of  the 
1920  Mineral  Leasing  Act,  DOI  has  been  solely  responsible  for 
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policy  and  administrative  actions  relating  to  leasing  public 
lands.   Congress  has  now  seen  fit  to  shift  major  policy  re- 
sponsibilities to  DOE  and  the  transition  will  require  time. 

With  the  drafting  of  regulations  and  preparation  of  produc- 
tion goals  by  DOE,  differences  and  disagreements  did  arise. 
These  differences  have  largely  been  resolved  at  the  staff 
level,  especially  in  the  area  of  coal  leasing.   Working 
groups  have  been  established  for  specific  portions  of  the 
coal  leasing  program  with  representation  from  both  Depart- 
ments.  Because  of  the  necessary  exchange  of  information  and 
modelling  efforts  it  is  expected  that  further  working  groups 
will  be  formed  to  concentrate  on  specific  problems. 

The  General  Accounting  Office  (GAO)  conducted  a  very  compre- 
hensive study  of  the  individual  responsibilities  and  coopera- 
tive efforts  of  the  two  Departments.   The  substance  of  the 
study  centered  on  the  action  of  the  Leasing  Liaison  Committee 
and  the  development  and  use  of  the  DOE  production  goals.   One 
major  finding  of  the  GAO  report  was  that  production  goals 
should  be  the  starting  point  in  the  development  of  a  leasing 
schedule.   This  supports  the  intent  of  the  MOU  and  the  intent 
of  Congress,  as  reflected  in  the  legislative  history  of  the  • 
DOE  Organization  Act,  in  separating  the  functions  under  the 
Act. 
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Generally,  GAO  recognized  the  specific  areas  of  interdepart- 
mental coordination  and  cooperation  that  require  attention. 
However,  the  GAO  recommendation  to  the  respective  Secre- 
taries to  promulgate  regulations  defining  roles,  responsi- 
bilities and  uses  of  production  goals  by  January  1,  1980,  is 
unnecessary.   The  existing  MOU  satisfies  the  points  to  be 
covered  in  the  suggested  regulations  and  we  feel  the  process 
will  work  more  smoothly.   It  should  also  be  noted  that  the 
timeframe  for  developing  the  "final  regulations"  by  the 
January  1,  1980  date  is  not  realistic. 

Rather  than  require  regulations  that  basically  duplicate  the 
MOU,  the  two  Departments  should  be  allowed  to  work  together 
in  exercising  their  responsibilities  and  resolving  jurisdic- 
tional problems  over  the  next  few  months.   If  problems  still 
remain,  specific  regulations  would  be  appropriate.   It  should 
be  recognized  that  because  of  philosophical  attitudes  and 
professional  pride,  differences  between  any  two  organizations 
will  occur  and  this  is  not  necessarily  bad. 

Leasing  Liaison  Committee 

The  Leasing  Liaison  Committee  was  established  as  prescribed  * 
by  the  DOE  Organization  Act.  Its  membership  consists  of  four 
representatives  (at  the  Presidential  appointment  level)  from 
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each  Department.   The  charter  for  the  Committee  was  signed  by 
both  Secretaries  and  became  effective  in  May  1978. 

We  believe  the  GAO  criticism  regarding  the  functioning  of  the 
.Leasing  Liaison  Committee  is  premature.   The  Committee  has 
not  had  adequate  time  nor  substantive  grounds  to  address 
major  problems  between  the  two  Departments.   Only  four 
Committee  meetings  have  been  held.   The  first  was  an  organi- 
zational meeting  and  two  were  orientation  type  meetings  to 
inform  members  as  to  the  status  of  leasing  activities.   At 
the  March  1,  1979,  meeting  the  OCS  production  goals  and  the 
proposed  DOI  five-year  leasing  schedule  was  brought  before 
the  Committee.   The  outcome  of  the  meeting  was  a  strong  urg- 
ing that  the  staffs  of  both  Departments  concentrate  on 
achieving  compatibility  between  the  five-year  schedule  and 
the  OCS  production  goals.   The  culmination  of  these  efforts 
was  the  recently  released  five-year  schedule  which  offers 
more  and  larger  sales  and  expands  into  more  frontier  areas  of 
Alaska. 

It  was  the  intent  of  Congress  and  the  charter  that  the  Com- 
mittee should  resolve  leasing  problems  at  the  highest  level. 
We  believe  that  the  Committee  can  serve  this  objective.   As  " 
functions  of  the  Departments  are  carried  out  at  the  staff 
level,  more  specific  problems  will  undoubtedly  be  surfaced; 
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at  that  time,  the  effectiveness  of  the  Committee  can  be  more 
fairly  judged.   It  is  our  belief  that  the  Committee  will 
serve  its  purpose  effectively  and  in  a  timely  manner  and,  if 
anything,  it  should  be  strengthened  and  given  an  opportunity 
-to  operate. 

PCS  Production  Goals  and  the  Five-Year  Leasing  Schedule 

On  May  17,  1979,  DOE  transmitted  its  final  OCS  energy  produc- 
tion goals  to  DOI.   On  June  8,  1979,  DOI  announced  their 
revised  OCS  lease  schedule  which  has  been  submitted  to  Cong- 
ressj  the  Governors  and  the  Attorney  General  for  review  and 
comments.   DOE  has  evaluated  the  revised  schedule  and  finds 
it  to  be  a  considerable  improvement  over  the  draft  schedule 
released  on  March  9,  1979  (see  Tables  1  and  2).   DOE's  evalu- 
ation of  the  draft  and  revised  schedules  f<^cuses  on  the  1982 
through  February  1985  period.   This  time  period  is  used  by 
DOE  in  determining  its  optimized  lease  schedule  (see  Table 
3),  i.e.,  the  schedule  that  maximizes  social  value  (also 
option  4  in  DOI ' s  Secretarial  Issue  Document  for  the  new  OCS 
leasing  program).   DOE's  final  OCS  production  goals  are 
based,  in  part,  on  expected  production  from  leases  associated 
with  the  optimized  schedule.   A  detailed  analysis  of  these 
goals  is  contained  in  DOE's  final  OCS  production  goals  report 
which  will  be  released  shortly. 
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Table  1 


DOI's  Draft  (March  9,  1979)  OCS  Lease  Schedule  and  Expected 

Production  Per  Sale 


Year         OCS  Area  Oil  Production     Gas  Production^ 

(mmbbl)  (mm  mcf) 

1980  Gulf  of  Mexico  (2)  77.5  681.7 
Gulf  of  Alaska  192.3  0.0 
Kodiak                   ,  39.0  0.0 

1981  Central  &  No.  California  89.7  66.5 
Gulf  of  Mexico  31.8  276.5 
South  Atlantic  1.6  49.0 
Cook  Inlet  206.3  350.2 
Mid-Atlantic  150.8  381.4 

1982  Gulf  of  Mexico  (2)  77.9  557.7 
Santa  Barbara  Channel  125.7  130.9 
North  Atlantic  85.0  362.7 
Norton  Basin  77.9  0.0 

1983  Beaufort  433.8  944.9 
Gulf  of  Mexico  (2)  81.9  609.8 
Southern  California  59.5  66.2 
Mid-Atlantic  101.4  303.0 

1984  Blake  Plateau  .1  .7 
Gulf  of  Mexico  (2)  65.5  539.0 
Central  &  No.  California  18.4  9.5 
North  Atlantic  63.8  248.8 
Cook  Inlet  30.4  67.4 

1985  Navarin  45.9  0.0 

1982-February  1985  Cumulative  Production 
as  a  Percent  of  DOE's  Cumulative 

Production  Goal  58  72 

Production  estimates  based  on  DOE  acreage  assumptions. 

2 

Gas  production  in  Alaska  is  confined  to  the  Beaufort  Sea  and  Cook 

Inlet  because  of  transportation  limitations. 
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laoxe  ^ 
DO] 


Year 


)I's  Revised  (June  8,  1979)  OCS  Lease  Schedule  and  Expectea 

Production  Per  Sale 

2 
OCS  Area  Oil  Production     Gas  Production 

(mnbbl)  (nm  mcf) 


1980  Gulf  of  Mexico  (2)  77.5  681.7 
Gulf  of  Alaska  192.3  0.0 
Kodiak  39.0  0.0 

1981  Central  &  No.  California  '  89.7  66.5 
Gulf  of  Mexico  (2)  76.3  516.7 
South  Atlantic  1.6  -  49.0 
Cook  Inlet  206.3  350.2 
Mid-Atlantic  150.8  381.4 

1982  Gulf  of  Mexico  (2)  ,  119.0  903.0 
Southern  California  125.7  130.9 
North  Atlantic  85,0  362.7 
Norton  Basin  77.9  0.0 
St.  George  Basin  40.4  0.0 

1983  Beaufort  433.8  944.9 
Gulf  of  Mexico  (2)  87.3  766.6 


California^  59.5  66.2 

North  Aleutian  Shelf*  30.5  0.0 

Mid-Atlantic  101.4  303.0 


1984  South  Atlantic-Blake  Plateau^  65.7  37.1 
Gulf  of  Mexico  (2)  69.4'  585.1 
California^  18.4  9.5 
North  Atlantic  63.8  248.8 
Navarin  Basin  45.9  0.0 

1985  Gulf  of  Mexico  30.6  270.7 
Chukchi  Sea                     306.6  0.0 

1982-February  1985  Cumulative  Production 
as  a  Percent' of  DOE's  Cumulative 
Production  Goal  81  87 

Assumes  mean  resource  and  yield  levels  and  medium  high  prices 
($23.85/bbl  and  $4.50/mcf).   For  Gulf  of  Mexico  sales  from  1982  to 
February  1985,  it  is  assumed  that  the  same  discoveries  would  be  made 
by  two  one  million  acre  salesas  three  600,000  acre  sales.   Production 
from  sales  in  all  other  areas  based  on  DOE  acreage  assumptions. 

^Gas  production  in  Alaska  was  confined  to  the  Beaufort  Sea  and  Cook 
Inlet  because  of  transportation  limitations. 

Evaluated  as  Southern  California. 
^Production  potential  assumed  to  be  equivalent  to  Bristol  Bay. 

Evaluated  as  South  Atlantic. 
^Evaluated  as  Central  and  Northern  California. 
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Table  3 

doe's  Optimized  1982-FebriJary  1985  OCS  Lease  Schedule  and  Expected 

Production  Per  Sale 


2 

Year          OCS  Area               Oil  Production  Gas  Production' 

(mmbbl)  (mm  mcf) 

1982  Gulf  of  Mexico  (3)  105.0  836.5 
North  Atlantic  85.0  362.7 
Southern  California  '  125.7  130.9 
Beaufort  Sea  433.8  944.9 
Eastern  Gulf  of  Alaska            71.0  0.0 

1983  Gulf  of  Mexico  (3)  120.2  870.1 
Mid-Atlantic  101.4  303.0 
South  Atlantic  65.7  37.1 
Zhemchug-St.  George  Basin  40.4  0.0 
Norton  Basin                      77.9  0.0 

1984  Gulf  of  Mexico  (3)  72.4  623.2 
North  Atlantic  63.8  248.8 
Southern  California  59.5  66.2 
Beaufort  Sea  371.0  687.7 
Central  Chukchi  Sea              306.6  0.0 

1985  Gulf  of  Mexico  22.3  189.3 
Zhemchug-St.  George  Basin         49.6  0.0 

Cumulative  Oil  Production  Goal        2171 
Cumulative  Gas  Production  Goal       5300 

■'•Assumes  March  9,  1979  DOI  schedule  for  1979-81,  mean  resource  and 
yield  levels  and  medium  high  prices  ($23.85/bbl  and  $4.50/mcf). 

^Gas  production  in  Alaska  was  confined  to  the  Beaufort  Sea  and  Cook 
Inlet  because  of  transportation  limitations. 


71 


DOI ' s  March  9,  1979,  draft  schedule  was  considered  by  DOE  not 
to  be  compatible  with  its  cumulative  production  goals  because 
it  achieved  only  58  percent  of  DOE's  cumulative  oil  produc- 
tion goal  and  72  percent  of  the  cumulative  natural  gas  goal 
for  the  period  1982  through  February  1985.   This  shortfall  is 
attributed  to  fewer  sales  in  high  potential  provinces  of 
Alaska  and  fewer  sales  in  the  Gulf  of  Mexico. 

DOI's  revised  schedule  contains  six  sales  in  Alaska  (two  more 
than  the  draft  schedule)  including  the  addition  of  one  sale 
each  in  the  high  potential  (based  on  USGS  resource  apprais- 
als) St.  George  Basin  and  Chukchi  Sea.   A  Gulf  of  Mexico  sale 
is  added  in  1985  giving  a  total  of  seven  Gulf  sales.   DOI's 
revised  schedule  contains  one  additional  sale  in  1982,  1983 
and  1985  as  compared  to  the  draft  schedule.   This  brings  to 
six  the  annual  number  of  sales  on  DOI's  revised  schedule  for 
1982  to  1984.   In  comparison,  DOE's  production  goals  are 
based  on  seven  sales  in  Alaska,  ten  sales  in  the  Gulf  of 
Mexico,  and  seven  sales  per  year  for  1982  through  1984. 
Other  significant  changes  from  the  draft  to  the  revised  DOI 
schedule  are  the  broadening  of  areas  eligible  for  tract  nomi- 
nations, particularly  in  the  California  OCS ,  and  expanding 
the  1984  Blake  Plateau  sale  to  include  the  South  Atlantic. 

All  these  changes  are  consistent  with  our  original 
recommendations  and  account  for  the  the  improvement  in 
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expected  production  achieved  by  DOI ' s  revised  schedule. 
Specifically,  the  revised  schedule  provides  approximately  81 
percent  of  DOE's  cumulative  oil  production  goals  (versus  58 
percent  for  the  draft  schedule)  and  87  percent  of  the 
.cumulative  natural  gas  production  goal  (versus  72  percent  for 
the  draft  schedule)  based  on  lease  sales  during  the  1982 
through  February  1985  time  period.   The  23  percent 
improvement  in  the  oil  goal  is  due  primarily  to  the 
additional  Alaska  sales.   The  15  percent  improvement  in  the 
natural  gas  goal  can  be  attributed,  for  the  most  part,  to  the 
assumption  that  two  one  million  acre  sales  per  year  in  the 
Gulf  of  Mexico  would  result  in  the  same  discoveries  as  three 
600,000  acre  sales  per  year. 

In  support  of  DOI ' s  development  of  a  new  five-year  lease 
schedule  and  at  DOI's  request,  DOE  performed  numerous  analy- 
ses of  the  production  potential  and  economic  value  of  various 
lease  sales.   This  analytical  support  was  provided  prior  and 
subsequent  to  the  announcement  of  DOI's  draft  schedule. 
Based  on  the  results  of  these  analyses,  DOI  has  estimated 
that  their  revised  schedule  achieves  nearly  90  percent  of  the 
cumulative  oil  production  goal  and  about  95  percent  of  the 
cumulative  natural  gas  production  goal  for  the  period  1979 
through  February  1985.   Since  the  figures  used  for  this  com- 
parison are  based  on  expected  production  from  leases  issued 
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during  the  1979  to  February  1985  period,  they  compare  more 
favorably  to  DOE's  production  goals  than  figures  based  solely 
on  the  1982  through  February  1985  period.   In  addition,  DOI ' s 
revised  schedule  for  1982  to  February  1985  is  not  optimized 
with  respect  to  economic  value.   Consequently,  DOI ' s  1979  to 
February  1985  schedule  and  1982  to  February  1985  schedule 
provide  somewhat  less  oil  and  natural  gas  production  than  the 
correpsonding  DOE  schedules.   Nevertheless,  given  the  uncer- 
tainty regarding  energy  resource  estimates,  costs  of  explora- 
tion, extraction  and  transportation  and  transportation  and 
future  oil  and  gas  prices,  DOI ' s  revised  schedule  is  expected 
to  achieve  oil  and  gas  production  levels  that  are  reasonably 
close  to  the  OCS  production  goals  established  by  DOE. 

In  summary,  we  feel  that  DOI  has  considered  the  results  of 
doe's  production  goals  analysis  in  arriving  at  a  revised 
lease  schedule  that  more  nearly  achieves  our  OCS  energy  pro- 
duction goals.   Accordingly,  DOE  supports  DOI ' s  revised 
schedule  and  recommends  favorable  consideration  by  Congress. 

This  concludes  my  prepared  statement,  I  will  be  pleased  to 
answer  any  questions. 
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Mr.  O'Leary.  I  think  first  of  all  that  things  are  not  as  bad  as 
they  could  be  and  as  the  GAO  report  says  they  are.  The  GAO 
report  cut  off  at  a  point  in  time  that  preceded  some  very  signifi- 
cant advances  particularly  in  our  handling  the  production  goal 
aspects  of  this  problem.  This  week  we  will  be  issuing  a  series  of 
new  regulations  dealing  with  alternative  bidding  system,  royalty 
oil,  sequential  bidding,  profit  sharing  which  will  come  out  in  about 
60  days.  Consequently,  I  think  that  after  a  long  period  of  no  par- 
ticularly apparent  movement  over  the  last  couple  of  months  there 
is  beginning  to  be  real  movement  banking  upon  the  work  that  has 
been  done  over  the  last  year  and  a  half. 

Now,  is  the  Leasing  Liaison  Committee  fundamentally  a  good 
idea  or  bad  idea.  Let  me  give  you  a  little  taste  of  its  genesis,  Mr. 
Chairman.  It  arose,  came  into  law,  largely  as  a  result  of  Secretary 
Schlesinger's  familiarity  with  a  comparable  arrangement  between 
the  Department  of  Defense  and  the  old  Atomic  Energy  Commission 
whereby  the  Department  of  Defense  prescribed  its  requirement  for 
weapons  systems  to  the  Liaison  Committee,  and  the  Atomic  Energy 
Commission  then  responded  to  that  prescription  by  the  develop- 
ment of  the  appropriate  weapons  systems,  using  the  Liaison  Com- 
mittee as  the  means  of  communication  between  these  two  sets  of 
interest— the  manufacturer,  that  is,  the  Atomic  Energy  Commis- 
sion, and  the  customer,  that  is,  the  Department  of  Defense. 

It  was  his  view  that  we  ought  to  have  very  much  the  same  sort 
of  a  relationship  in  the  Leasing  Liaison  Committee,  that  is  to  say, 
the  Department  of  Energy  should  prescribe  through  the  function  of 
establishing  production  goals  the  general  framework  under  which 
the  Department  of  the  Interior  should  discharge  its  obligations 
with  regard  to  leasing  on  the  public  domain. 

I  think  that  is  a  sound  concept.  It  is  obviously  a  difficult  concept 
from  the  standpoint  of  the  historical  relationship  of  the  Depart- 
ment of  the  Interior  to  leasing  on  the  public  domain  and  one  that 
is  not  going  to  work  perfectly  the  first  year  out  of  the  box,  but  one 
which  has  such  an  overwhelming  logic  that  I  think  ultimately  it 
will  work. 

Now,  the  situation  is  fairly  straightforward,  Mr.  Chairman,  with 
regard  to  history.  I  was  sort  of  a  participant  in  the  first  of  a  mass 
of  lease  sales  back  in,  as  I  recall  it,  1962  when  Secretary  Udall  has 
just  come  into  the  Department  of  the  Interior.  A  very  large  piece  of 
paper,  a  chunk  of  documents  that  had  been  begun  jointly  between 
the  Bureau  of  Land  Management,  the  U.S.  Geological  Survey,  came 
up  through  the  system. 

The  Secretary  signed  off  on  them  one  night.  They  went  out  and 
about  3  months  later,  a  billion  dollars,  or  something  like  that, 
came  into  the  Treasury,  and  everybody  was  astounded.  The  officers 
of  the  Department  simply  had  not  known,  at  that  time,  the  dimen- 
sion of  the  lease  sale  upon  which  they  embarked.  It  was  an  ad  hoc 
proposition  responding  almost  entirely  to  initiatives  at  the  level  of 
the  bureaucracy  in  USGS  and  BLM  and  the  nominations  of  the  oil 
industry. 

And  indeed,  that  sort  of  a  responsive,  reactive  mode  governed 
leasing  and,  I  think  it  would  be  fair  to  say,  governs  leasing  right  up 
to  the  present  day.  We  really  have  not  gotten  to  the  point  as  yet 
where  there  is  a  well  developed  Federal  program  for  leasing. 
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And  the  reason  we  have  not  done  that,  Mr.  Chairman,  is  because 
never  have  we  gotten  to  the  point  where  we  served  a  mission  on 
the  system.  Up  until  now,  up  until  the  establishment  of  the  Liaison 
Committee  and  the  passage  of  the  Department  of  Energy  Organiza- 
tion act,  I  think  it  is  fair  to  say  that  the  prime  motivation  for 
leasing  was  the  demand  or  requirement  by  industry  for  leases. 
That  was  interdicted  by  a  number  of  factors — interest  of  the  States, 
both  pro  and  con;  interest  in  the  courts;  interest  of  intervenor 
groups. 

But  primarily,  there  was  a  ceremonial  dance  between  the  oil 
companies'  desire  to  have  leases  on  the  one  hand  and  the  Depart- 
ment of  the  Interior's  capacity  to  supply  that  demand  on  the  other. 
There  was  not  a  national  interest  focus  on  this  other  than  the 
desire  of  0MB  or  earlier  the  Bureau  of  the  Budget  to  generate 
income,  and  indeed,  if  you  can  say  there  was  a  motivation  on  the 
part  of  the  Federal  Government  in  all  this,  it  was  just  that,  to 
generate  a  great  deal  of  income  to  offset  expenditures  and  thus  to 
contribute  to  less  of  an  imbalanced  budget.  That  was  the  primary 
interest  of  the  Federal  domain. 

Now,  in  the  early  1970's,  the  people  who  began  to  deal  with  this 
thought  that  there  could  probably  be  a  better  way.  For  coal,  that 
resulted  in  a  moratorium.  The  view  being  that  the  Federal  Govern- 
ment really  was  not  getting  fair  market  value  for  its  leases,  and 
that  moratorium  continues  to  the  present  day.  It  has  been  in  effect 
for  almost  a  decade  now. 

For  the  development  of  leases  on  the  Outer  Continental  Shelf,  it 
resulted  in  agreat  deal  of  fits  and  starts,  but  up  until  the  establish- 
ment of  DOE  and  the  Memorandum  of  Understanding  between  the 
Secretary  of  Energy  and  the  Secretary  of  the  Interior  with  regard 
to  the  establishment  of  production  goals,  there  was  never  any 
guiding  force  to  govern  the  activities  of  the  Department  of  the 
Interior  in  leasing. 

I  think  that  that  has  been  for  a  long  time  a  needed  element  in 
the  system,  and  I  am  glad  to  see  that;  although  it  is  shaping  up  a 
little  bit  more  slowly  than  I  wished,  it  is  shaping  up  very  well. 

Now,  let  me  just  report  to  you  very  briefly  on  how  that  is  going, 
Mr.  Chairman.  We  began  shortly  after  the  Department  of  Energy 
was  constructed,  that  is  to  say,  in  October  of  1977,  to  recruit  a  staff 
that  was  capable  of  bringing  good  analytical  techniques  to  bear  on 
this. 

We  were  fortunate  to  get  from  Cornell  University,  Bob  Kalter, 
who  is  probably  known  to  you,  he  certainly  is  to  members  of  your 
staff,  who  brought  a  vast  amount  of  analytical  skills  to  this. 

And  we  began,  then,  the  development,  among  others,  of  the 
production  goals  for  oil  and  gas  on  the  Outer  Continental  Shelf.  We 
had  a  semicompleted  draft  of  that  in  April  of  1979  that  we  shared 
with  the  Department  of  the  Interior  in  March  or  April  of  1979. 
That  was  about  the  time  that  they  were  putting  out  their  first  cut 
of  their  leasing  schedule. 

I  believe  that,  largely  as  the  result  of  our  sharing  those  produc- 
tion goal  data  with  them,  they  revised  significantly  and  upward  the 
leasing  schedule.  It  is  now  capable  of  reaching  about  85  percent  of 
the  goals  that  are  set  in  our  most  recent  draft  of  the  production 
schedules. 
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Incidentally,  we  will  have  final  production  goals  for  Interior  at 
some  point  this  week.  They  will  be  transmitted  formally  to  Inte- 
rior. They  have,  of  course,  been  in  review  for  the  last  month  or  so. 

So  I  think  that,  by  and  large,  we  are  making  some  real  progress 
here.  I  think  when  you  realize  where  we  were  a  year  and  a  half 
ago,  that  is  to  say,  in  a  ship  that  was  essentially  without  a  rudder 
on  leasing,  to  a  point  now  where  we  do  have  our  first  cut  of  very, 
very  well-thought-out  national  goals  to  guide  us  for  the  next  5  or  6 
years  in  this  area. 

We  do  not  have  the  Department  of  the  Interior  taking  a  totally 
independent  course,  except  for  the  0MB  desire  to  generate  rev- 
enues; instead,  the  Department  of  the  Interior  is  responding  to 
these  production  goals  that  were  established  by  the  Department  of 
Energy.  I  don't  think  the  picture  is  all  that  bleak  as  you  would 
believe  if  you  believe  literally  the  analysis  put  forward  by  GAO. 

It  could  be  better,  Mr.  Chairman.  It  is  not  all  that  bad.  One  final 
note,  Mr.  Chairman,  is  this.  There  is  a  significant  philosophical 
difference  that  has  been  reflected  in  some  of  the  questions  here 
between  the  mission  of  the  Department  of  Energy  and  the  mission 
of  the  Department  of  the  Interior. 

We,  in  the  Department  of  Energy,  are  charged  with  getting 
production  wherever  we  can  find  it  within  reasonable  reach,  get- 
ting it  on  and  alleviating  the  situation,  for  example,  that  you 
referred  to  in  your  opening  statement  of  people  languishing  in 
gaslines. 

The  way  we  are  going  to  have  to  do  that  is  by  getting  production 
wherever  we  reasonably  can.  The  Department  of  the  Interior,  on 
the  other  hand,  does  not  have  that  set  of  responsibilities.  It  is  the 
protector  of  the  public  domain.  These  two  general  programs  are 
really  not  fundamentally  in  disharmony,  but  they  are  not  funda- 
mentally in  harmony  either.  There  is  tension  between  the  two 
agencies. 

Until  we  have  had  a  year  or  two  more  to  accommodate  one  set  of 
interests  to  the  other,  I  think  there  will  be  bumps  in  our  path  to 
working  out  a  smooth  modus  vivendi  for  handling  these  very  diffi- 
cult public  policy  questions. 

But  I  look  back  upon  the  last  year  and  a  half  as  one  of  great 
progress  in  this  area  and  think  that  in  all  likelihood,  within  an- 
other year  to  a  year  and  a  half,  we  will  have  gotten  to  the  point 
where  there  is  an  accommodation  and  we  are  able  to  bridge  the 
gap  between  these  basically  antithetical,  philosophical  missions  of 
these  two  agencies. 

Mr.  Chairman,  I  hope  that  is  helpful.  I  have  Mr.  Lawton  and  Mr. 
Langenkamp,  who  can  help  us  to  answer  questions.  I  will  be  glad 
to  answer  any  questions  that  you  or  your  associates  may  have. 

The  Chairman.  Thank  you,  Mr.  O'Leary.  Your  statement  pretty 
clearly  enunciates  what  the  intent  of  the  Congress  was  in  passing 
the  Outer  Continental  Shelf  Lands  Act  amendments,  and  that  was 
to  clarify  this  national  policy  on  expediting  development  and  pro- 
duction of  oil  and  gas  from  the  Continental  Shelf. 

That  GAO  report  states, 

Energy  officials  do  not  agree  with  the  Interior's  comments  on  production  goals. 
The  Interior,  they  believe,  is  more  concerned  with  retaining  jurisdiction  over  leasing 
than  the  attainment  of  national  energy  policy. 
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Can  you  discuss  the  basis  for  that  statement? 

Mr.  O'Leary.  Well,  I  think  that  I  did,  Mr.  Chairman,  when  I 
described  the  philosophical  bases  of  the  mission  of  the  two  agen- 
cies. One  is  to  protect,  that  is  to  say,  to  be  the  warden  against 
exploitation  of  the  resources  in  the  public  domain,  and  the  other, 
ours  in  the  Department  of  Energy,  is  to  see  to  it  that  those  re- 
sources, as  well  as  the  other  resources  available  to  us,  are  mar- 
shalled as  rapidly  as  they  reasonably  can  in  order  to  contribute  to 
our  energy  well-being. 

Now,  these  are  both  lofty  goals.  I  certainly  would  not  want  to  see 
one  subordinated  100  percent  to  the  other.  They  have  to  be  worked 
out  in  balance.  Up  until  now,  there  has  been  no  particular  require- 
ment on  the  Department  of  the  Interior  to  achieve  that  sort  of 
balance. 

The  Department  of  the  Interior  has  listened,  really,  to  the  indus- 
try's requirement  for  leases  as  one  drummer  and  to  OMB's  require- 
ment for  another.  I  think  that  the  intrusion  of  this  third  thought, 
national  energy  policy,  is  one  that  just  requires  a  certain  amount 
of  accommodation  that  will  be  achieved  in  time  and  probably  has 
not  been  achieved  100  percent  as  yet. 

It  is,  in  a  sense,  the  first  battle,  but  I  really  think  it  is  much 
better  viewed  as  a  point  of  philosophical  tension  as  a  turf  battle. 
Again,  I  want  to  cite  the  line  of  questioning  of  the  members  of  this 
committee.  It  represented  the  two  polar  points  of  view,  one  envi- 
ronmental protection  as  the  driver,  the  other  one  the  attainment 
of,  let  us  say,  energy  self-sufficiency  as  a  driver. 

Now,  in  fact,  if  we  are  going  to  do  things  in  accordance  with  the 
long-run  national  interest,  we  are  going  to  have  to  find  a  way 
between  these  two  objectives.  We  are  going  to  have  to  accommo- 
date our  national  energy  requirement  in  a  world  that  is  not  charac- 
terized by  use  of  the  environment.  I  think  that  is  simply  stated. 

So  although  there  are  turf  battle  aspects  to  this  or  things  that 
we  perceive  as  turf  battles,  in  reality  I  think  what  we  are  finding  is 
a  philosophical  difference  in  mission  that  drives  the  tension  that 
we  see  between  these  two  agencies. 

The  Chairman.  The  Department  of  the  Interior  has  recently 
asked  OMB  to  intervene  in  DOE's  issuance  of  their  proposed  new 
bidding  system  regulations.  When  did  that  take  place?  What  ac- 
tion, if  any,  has  the  OMB  taken? 

Mr.  O'Leary.  Well,  OMB  has  traditionally  served  as  the  arbiter, 
the  bringer  together  of  warring  parties  within  the  administration. 
That  goes  on  constantly,  Mr.  Chairman,  as  you  know.  We  have 
been  involved  in  a  discussion,  a  tripartite  discussion,  with  OMB, 
Department  of  Energy  and  Department  of  the  Interior  on  this 
point  for  about  the  last  month  and  a  half  in  that  range. 

It  has  been  resolved  now.  There  was  finally  a  meeting  between 
Secretary  Schlesinger  and  Secretary  Andrus  on  Friday.  And  the 
resolution  of  that  will  lead  to  the  issuance  of  the  regulations  that  I 
cited  earlier.  I  think  it  has  been  totally  in  the  tradition  of  how 
these  things  are  worked  in  the  executive  branch,  and  OMB  has 
served  an  honest  broker  function  very  effectively. 

The  Chairman.  Mr.  Breaux? 

Mr.  Breaux.  Thank  you,  Mr.  Chairman. 


78 

Thank  you,  Mr.  O'Leary,  for  your  testimony.  Mr.  O'Leary,  could 
you  give  me  your  interpretation  of  DOE  authorization  language 
which  refers  to  the  transfer  of  authority  to  promulgate  regulations 
which  set  the  rates  of  production  for  Federal  leases  and  the  second 
category  which  transfers  to  the  Secretary  all  the  functions  of  the 
Secretary  of  the  Interior  to  establish  production  rates  for  all  Feder- 
al leases? 

Mr.  O'Leary.  Yes,  Mr.  Breaux,  I  believe  that  that  read  in  con- 
junction with  the  memorandum  of  understanding  confers 

Mr.  Breaux.  No.  Without  the  memorandum  of  understanding 
because  that  is  really  not  law. 

Mr.  O'Leary.  I  really  cannot  take  them  apart. 

Mr.  Breaux.  Before  we  do  that  memorandum  of  understanding, 
there  is  the  statute. 

Mr.  O'Leary.  That  is  quite  right. 

Mr.  Breaux.  But  what  does  it  mean  before  the  memorandum  of 
understanding  was  done,  because  the  memorandum  of  understand- 
ing can  only  do  what  the  statute  gives  various  departments  author- 
ity to  do. 

Mr.  O'Leary.  Well,  I  do  not  believe  that,  Mr.  Breaux. 

Mr.  Breaux.  Well,  I  think  that  is  absolutely  amazing.  You  mean 
we  have  statute  that  we  do  not  have  a  meaning  to  until  the 
department  interprets  it  and  does  a  memorandum  of  understand- 
ing. 

Mr.  O'Leary.  We  have  a  memorandum  of  understanding  between 
agencies  all  over  the  Government. 

Mr.  Breaux.  Well,  I  agree  with  that.  The  problem  is  that  some 
of  them  disagree  with  some  of  the  statutes  that  Congress  seems  to 
write. 

Mr.  O'Leary.  We  cannot,  of  course,  amend  the  statute  by  a 
memorandum  of  understanding. 

Mr.  Breaux.  Theoretically,  yes. 

Mr.  O'Leary.  Your  point,  Mr.  Breaux,  is  that  we  need  a  statute 
as  the  basis,  a  specific  statute,  as  the  basis  for  the  memorandum  of 
understanding. 

Mr.  Breaux.  My  question  to  you,  I  think,  is  pretty  clear.  What 
does  the  statute  mean  in  the  absence  of  the  memorandum  of  under- 
standing, because  before  there  was  a  memorandum  of  understand- 
ing, there  was  a  Congressional  statute  signed  into  law  by  the 
President.  What  does  it  mean  without  the  memorandum  of  under- 
standing? 

Mr.  O'Leary.  Well,  let  me  tell  you  what  it  means  clearly.  It 
means  that  with  regard  to  any  lease,  the  Secretary  of  Energy  has 
the  capacity  to  set  MER's.  That,  I  think,  is  totally  unambiguous. 
With  regard  to  going  beyond  that  saying  that  you  can  set  produc- 
tion goals,  and  that  may  be  the  point,  I  think  that  there  is  an 
ambiguity,  and  I  think  you  are  going  to  have  to  go  to  attorneys, 
and  I  am  not  an  attorney. 

But  let  me  go  forward  further  on  that.  If  there  is  an  ambiguity 
there,  it  seems  to  me  that  it  is  entirely  erased  by  the  terms  of  the 
memorandum  of  understanding  which  clearly  places  upon  the  Sec- 
retary of  Energy  the  responsibility  to  set  production  goals,  broadly, 
not  simply  lease  by  lease,  but  broadly. 
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Mr.  Breaux.  That  is  what  I  am  trying  to  find  out,  but  I  know 
there  is  a  memorandum  of  understanding  but  it  has  to  come  after 
the  statute,  and  first  you  have  to  have  the  statute  interpreted,  and 
you  said  in  interpreting  the  statute,  there  is  a  clear  ambiguity  as 
to  whether  it  gives  the  Department  the  authority  to  set  production 
goals  but  that  the  memorandum  of  understanding  subsequently  has 
cleared  that  up  and  you  now  clearly  have  that  authority  to  set 
production  goals. 

Mr.  O'Leary.  No.  I  think  I  said  if  there  is  an  ambiguity  the 
memorandum  of  understanding  settles  any  possible  ambiguity,  and 
I  think  it  is  very  clear  now,  reading  all  of  these  documents  togeth- 
er, indeed,  I  think  that  is  incorporated  in  a  memorandum  that  was 
subscribed  to  by  the  Secretary  of  the  Interior  and  is  quoted  in  your 
chairman's  letter  to  James  T.  Mclntyre  of  June  20,  1979,  and 
maybe  I  should  read  that  so  you  will  see  where  it  stands. 

This  is  a  letter,  a  portion  of  a  letter,  by  the  Secretary  of  the 
Interior  and  the  Office  of  Management  and  Budget 

*  *  *  in  a  report  by  Secretary  Andrus  to  Chairman  Brooks  of  the  Government 
Operations  Committee.  According  to  Secretary  Andrus's  letter  to  Chairman  Brooks: 

"It  will,  however,  be  the  responsibility  of  the  Department  of  Energy  to  set  produc- 
tion goals  for  Federally  owned  or  controlled  fossil  fuel  and  geothermal  resources 

*  *  *" 

Now,  I  think  that  there  clearly  is  no  ambiguity.  That  does  not 
refer  to  a  lease.  That  talks  broadly,  generically  across  the  whole 
resource  base  on  the  public  domain. 

"*  *  *  and  to  establish  regulations  relating  to  the  general  nature  of  economic 
terms  and  to  disapprove  certain  economic  terms  on  a  lease-by-lease  basis." 

Now,  coming  to  Mr.  Seiberling's  point, 

"Control  of  the  other  terms  and  conditions,  and  especially  the  environmental 
protection  terms  and  conditions,  will  remain  with  the  Department  of  the  Interior. 
Choosing  the  mix  of  land  uses  which  best  achieves  our  national  land  use  objectives 
while  holding  undesirable  impacts  to  a  minimum,  will  remain  Interior's  responsibili- 
ty. *   *   *" 

Mr.  Breaux.  You  interpret  that  to  mean  that  if  the  Department 
of  the  Interior  promulgated  a  production  goal  of  x  amount  of  acres 
to  be  leased  to  generate  x  amount  of  barrels  of  crude  oil  that, 
taking  that  goal,  the  Department  of  Interior  then  could  plug  in 
other  factors  and  other  considerations  and  say  the  end  result  will 
be  something  less  than  the  Department  of  Energy? 

Mr.  O'Leary.  No,  I  do  not.  Mr.  Breaux,  I  do  not.  I  think  what 
they  can  say  is  that  there  are  a  whole  series  of  conditions  that  bear 
upon  this.  Please  watch  this  very  carefully  because  I  think  it  is 
crucial  to  at  least  my  understanding  of  this  business.  Let  us  use  a 
hypothetical  situation.  Let  us  say  that  we  want  an  additional  mil- 
lion barrels  a  day  off  the  public  domain  by  1980-X.  That  is  the 
goal.  That  is  the  production  goal. 

The  Secretary  of  the  Interior  comes  back  and  says: 

Well,  we  have  these  environmental  concerns.  We  do  not  have  pipelines  as  yet.  We 
cannot  do  it.  Let  us  settle  for  a  half  a  million  a  day. 

At  that  point,  there  will  be  an  elaboration  of  the  reservations  on 
this,  and  finally,  let  us  say,  in  this  example,  we  come  back  and  say: 

No.  You  can  build  rigs  at  a  rate  that  will  permit  a  leasing  schedule  to  proceed 
under  this.  You  can  build  pipelines  to  take  the  production  off  in  a  timely  manner, 
and  that  should  not  operate  as  a  constraint.  If  you  needed  additional  staff,  we  will 
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lend  you  the  staff,  if  it  comes  to  that,  if  0MB  will  not  provide  the  staff  to  you  on 
other  terms. 

From  the  standpoint  of  all  the  other  considerations  that  you  have  here,  we 
continue  to  believe  that  the  million  barrel  a  day  increment  is  the  correct  increment. 

The  Secretary  of  the  Interior,  in  this  hypothetical  circumstance 
would  come  back  and  say,  "No.  It  is  a  half  a  million."  At  that 
point,  you  go  to  the  President,  because  it  seems  to  me  that  we  must 
be  absolutely  clear  that  short  of  going  to  the  President  and  getting 
a  resolution  from  this,  the  Department  of  Energy  guidance  in  the 
form  of  production  goals  is  absolutely  the  first  point  of  reference 
for  the  development  of  a  leasing  schedule  on  the  part  of  the  Secre- 
tary of  Interior. 

I  think  it  drives  the  entire  system,  and  I  have  conveyed  this  to 
my  associate.  Under  Secretary  Joseph,  who  sits  with  me  on  the 
Liaison  Committee.  You  will  have  to  ask  him.  I  do  not  think  he 
fundamentally  disagrees  with  the  point  of  view  that  I  am  making 
to  you. 

But  it  seems  to  me  that  there  can  be  simply  no  misunderstand- 
ing of  this  point,  Mr.  Breaux.  If  this  is  going  to  be  an  orderly 
system,  that  is  to  say,  if  we  are  going  to  have  a  system  that  is  not 
reactive  to  the  wishes  of  the  oil  companies  or  driven  by  the  desire 
of  OMB  to  generate  income,  then  we  must  have  national  produc- 
tion goals  and  they  must  be  the  driver  of  that  system. 

Mr.  Breaux.  Thank  you.  In  the  Interior's  statement  that  will 
follow  yours,  they  say  that  DOE  examined  possible  constraints  on 
OCS  production  from  the  view  point  of  regional  energy  demand 
and  supply  and  concluded  there  are  no  constraints  on  OCS  produc- 
tion resulting  from  these  considerations.  DOE  also  concluded  that 
availability  of  transportation  facilities  should  not  affect  leasing 
plans  off  the  west  coast  or  Alaska. 

Mr.  O'Leary.  I  think  that  is  quite  correct.  You  have  a  chicken 
and  the  egg  situation.  If,  for  example,  we  had  said  to  BP  back  in 
1964,  whenever  it  was,  "We  are  not  going  to  lease  to  you  until  you 
build  the  Trans-Alaska  Pipeline,  put  up  that  $8  billion,"  then  we 
would  not  have  the  first  drop  out  of  the  North  Slope. 

So  what  I  think  you  do  is  you  have  an  orderly  progression.  You 
posit  the  capacity  of  this  system  of  ours  to  develop  a  logistics 
network  which  is  arguable. 

Mr.  Breaux.  Is  the  same  statement  true  for  refining  facilities 
with  respect  to  leasing  plans  off  the  west  coast  and  Alaska? 

Mr.  O'Leary.  Oh,  absolutely. 

Mr.  Breaux.  Refining  facilities  does  not  affect  the  OCS  leasing 
off  the  west  coast  and  Alaska? 

Mr.  O'Leary.  It  absolutely  should  not,  Mr.  Breaux. 

Mr.  Breaux.  Let  me  ask  you  this  then.  Oil  companies  tell  us  that 
many  areas  in  Alaska  and  some  of  the  offshore  area  are  uneco- 
nomical  at  this  time  to  develop  because  of  a  couple  of  things. 

One  is  the  transportation.  In  fact,  we  are  transporting  it  from 
Alaska  all  the  way  down  the  entire  west  coast  from  Seattle  to  San 
Diego  through  the  Panama  Canal  and  finally  up  to  Texas  and 
Louisiana  to  be  refined  because  of  lack  of  refining  facilities  on  the 
west  coast.  Transportation  and  refining  is  just  not  there. 


81 

Now,  how  can  that  not  affect  the  decision  on  whether  to  lease 
those  areas?  The  cost  would  be  triple  what  it  would  be  if  you 
refined  it  right  there  on  the  west  coast. 

Mr.  O'Leary.  Well,  Mr.  Breaux  had  that  been  the  constraint 
again  in  1964,  we  would  have  said  to  our  friends  in  BP  and  Sohio 
and  Arco  and  Exxon,  "No,  do  not  go  up  and  develop  Prudoe  Bay 
because  there  is  virtually  no  capacity  for  handling  of  that  kind  of 
crude  on  the  west  coast  that  is  not  already  saturated." 

And  of  course,  as  the  Prudoe  Bay  production  came  in,  a  number 
of  the  companies  on  the  west  coast  made  very  large  investments  in 
order  to  reconfigure  their  refineries  to  handle  that  crude,  and  right 
now,  right  at  900,000  barrels  a  day  of  that  crude— 850,000  to 
900,000  barrels  a  day  of  that  1.2  million  barrels  a  day  is  staying  on 
the  west  coast. 

Mr.  Breaux.  But  why  are  we  shipping  it  through  the  Panama 
Canal  to  my  State  and  why  are  we  talking  about  sending  it  over  to 
Japan? 

Mr.  O'Leary.  Well,  we  are  doing  that  because  of  a  complex  set  of 
reasons.  One  of  the  primary  reasons  is  because  of  the  price  control 
scheme  that  was  adopted  by  FEA  back  in  the  earlier  1970's  which 
forbade  refiners  from  earning  upon  investments  for  the  production 
of,  for  example,  gasoline — if  we  permitted  them  to  capture  interest 
costs  and  depreciation,  they  could  not  make  a  rate  of  return  on 
those  sources  of  investments.  Consequently,  we  have  actively  dis- 
couraged the  reconfiguration  of  refineries  all  over  the  United 
States,  and  of  course,  in  this  particular  point,  on  the  west  coast. 

The  fact  of  the  matter  is  there  is  a  very  large  market  for  that 
crude  on  the  west  coast  as  witness  the  fact  that  we  are  sending 
about  300,000  barrels  a  day  around  to  the  canal,  and  we  are  still 
importing  almost  500,000  barrels  a  day  of  light  crude  from  Indone- 
sia. That  is  purely  a  matter  of  refinery  fit. 

Investment  can  get  those  refineries  to  the  point  where  they  can 
handle  the  heavier,  sourer  crude  out  of  Alaska  and  completely 
replace  the  Indonesian  crude. 

Mr.  Breaux,  let  me  take  a  minute  with  regard  to  swaps.  Right 
now  a  prime  dampener  in  the  development  of  known  reserves  in 
the  North  Slope  to  the  tune  of  production  of  around  a  half  a 
million  barrels  a  day  is  the  small  netback,  relatively  small  netback 
after  this  extremely  high  transportation  cost  is  covered,  the  cost 
being  first  of  all  the  pipeline  movement  to  Valdez  which  is  about 
$6,  and  second,  the  expensive  tanker  movement,  Jones  Act  tanker 
movement,  in  VLCC's  down  to  the  zone  or  the  vicinity  of  the  zone, 
and  then  smaller  vessels  through  the  Panama  Canal  and  around 
into  your  part  of  the  country,  that  300,000  barrels  a  day  that  you 
were  talking  about. 

The  net  effect  of  that  is  to  reduce  the  incremental  income  per 
barrel  of  crude  on  the  slope  to  somewhere  between  $6  and  $7.50  a 
barrel.  That  could  be  improved  overnight  if  we  could  send  that 
crude  to  Japan,  and  swap  with  them,  on  the  margin — I  would  not 
suggest  it  for  crude  that  is  already  moving,  but  only  for  new 
crude — and  swap  with  them  for,  for  example,  Mexican  crude  that 
they  can  purchase  under  the  unilateral  arrangements  they  have. 
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Mr.  Breaux.  What  is  your  Department's  information  as  to  the 
likelihood  that  the  country  of  Mexico  would  be  willing  to  make  the 
swap? 

Mr.  O'Leary.  I  think  that  probably,  if  it  looks  like  a  sensible 
commercial  transaction,  the  Mexicans  would  welcome  that  sort  of 
an  opportunity. 

Mr.  Breaux.  Has  that  proposal  been  made? 

Mr.  O'Leary.  No,  it  has  not. 

Mr.  Breaux.  Why  not? 

Mr.  O'Leary.  We  are  not  in  the  commerce  business  now  because 
the  Mc  Kinney  amendment  effectively  prohibits  the  President  from 
making  or  approving  that  sort  of  a  transaction.  The  amendment 
was  just  recently  passed  in  the  last  month.  And  let  me  tell  you  my 
own  view,  Mr.  Breaux.  That  amendment  effectively  chops  the 
United  States  off  from  a  new  half  a  million  barrels  a  day  of  oil, 
very,  very  bad  business. 

The  Chairman.  Mr.  Livingston? 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Your  statement,  Mr.  Secretary,  is  very,  very  clear.  I  take  it  from 
you  that  really  there  are  no  turf  battles,  at  least  not  now,  that 
perhaps  there  were  when  GAO  went  through. 

Mr.  O'Leary.  No,  Mr.  Livingston.  There  is  a  philosophical  battle, 
if  you  will.  There  is  a  mission  of  the  Department  of  the  Interior 
that  is  fundamentally  in  conflict  with  the  mission  of  the  Depart- 
ment of  Energy.  One  is  protective;  the  other  one  is  exploitive. 

And  to  bring  that  down  to  the  point  of  a  bureaucratic  turf  battle 
I  think  does  not  do  justice  to  the  subject,  and  when  you  look  at  it 
in  these  philosophic  terms,  you  can  understand  that  this  tension 
under  which  the  two  agencies  operate  is  one  of  the  things  that  we 
are  working  toward  resolving  but  will  continue  with  us  for  some 
little  time. 

Mr.  Livingston.  I  understand  that,  and  that  gets  to  my  next 
question,  and  that  is  simply  is  there  any  doubt  in  your  mind  of  the 
legal  authority  prescribed  to  you  under  this  act? 

Mr.  O'Leary.  No.  I  think  that  we  have  plenty  legal  authority 
here.  And  in  addition  to  that,  if  there  is  ambiguity  with  regard  to 
the  law,  we  do  have  an  understanding  between  principals  reflected 
in  the  MOU,  and  the  record,  I  think,  is  replete  with  explanations  of 
that  understanding. 

And  I  just  do  not  have  any  misgivings  over  the  points  that  I 
made  earlier  that  the  goal  setting  function  is  clearly  with  us,  (a) 
and  (b),  that  it  clearly  drives  the  system. 

Mr.  Livingston.  I  agree  with  you,  but  now  has  that  been  accept- 
ed by  the  Department  of  Interior? 

Mr.  O'Leary.  I  think  it  has.  In  the  last  Leasing  Liaison  Commit- 
tee, Under  Secretary  Joseph  and  I  had  a  long  discussion  on  this 
point. 

Mr.  Livingston.  When  was  that? 

Mr.  O'Leary.  That  was  after  the  interim  leasing  schedules  had 
been  set  forth,  and  I  said  I  thought  they  should  be  amended  in 
light  of  our  interim  production  goals,  and  the  action  of  the  Depart- 
ment of  the  Interior  was,  in  fact,  to  amend  them  substantially  in 
our  direction. 
Mr.   Livingston.   Has  this  been  since  the  GAO  investigation? 
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Mr.  O'Leary.  That  has  been  since  the  GAO  investigation.  GAO 
made  a  snapshot  at  the  wrong  point  in  time,  I  think. 

Mr.  Livingston.  I  see.  Could  you  give  me  an  estimate  of  exactly 
when  this  was,  this  discussion  this  agreement  came  out  of? 

Mr.  O'Leary.  Yes,  I  can.  It  was  in  late  March  about  2  weeks— 
the  18th  of  March,  within  a  week  or  two  of  the  time  of  issuance  of 
the  first  schedules  of  the  Department  of  the  Interior,  the  first  5 
year  schedule. 

Mr.  Livingston.  So  you  think  that  these  differences  are  going  to 
be  worked  out,  that  the  production  goals  will  be  set  and  that  the 
DOI  will  achieve  or  work  toward  those  production  goals  and  at- 
tempt to  protect  the  environment? 

Mr.  O'Leary.  Yes,  I  think  that  the  record  will  support  that 
optimistic  conclusion,  Mr.  Livingston. 

Mr.  Livingston.  And  I  think  you  said  that  you  were  85  percent 
in  completion  of  those  goals  at  this  time? 

Mr.  O'Leary.  Yes.  We  are  right  now  really  counting  the  angels 
on  the  head  of  a  pin.  I  am  not  sure  that  you  can  project  with  this 
degree  of  accuracy.  The  Interior  folk  think  that  they  are  about  90 
to  95  percent  in  line  with  the  production  goals.  Our  estimate 
showed  80  to  90  percent.  I  rounded  it  to  85,  and  I  think  there  is 
still  a  little  room  for  closure  here,  but  essentially,  the  new  schedule 
yields  about  40  percent  more  production  than  the  old  schedule.  It 
has  come  quite  a  long  way. 

Mr.  Livingston.  When  will  we  be  to  100  percent? 

Mr.  O'Leary.  We  may  be  because  your  capacity  to  predict,  as  the 
oil  companies  from  time  to  time  learn  in  their  adventures  in,  for 
example,  the  "destine  anticline"  or  the  Baltimore  Canyon,  the 
capacity  to  predict  is  quite  limited. 

Mr.  Livingston.  All  right.  But  if  we  are  not  now,  if  your  projec- 
tions are  correct,  80  to  85,  90  percent,  do  you  estimate  that  within 
the  next  year  we  will  achieve  100  percent? 

Mr.  O'Leary.  We  do  a  biannual  on  this  every  2  years,  and  I 
would  suspect  that  we  have  now  pretty  much  established  that  the 
goals  are  correct.  Now,  you  understand  that  we  have  the  option  to 
go  to  the  President  on  the  basis  of  the  current  schedule,  and  I 
think  that  probably  we  will  not  do  that,  although  \ye  are  still  in 
the  process  of  analyzing  it,  because  we  will  have  said,  "Yes,  they 
come  up  to  the  point  where  reasonable  men  can  agree  that  they 
are  really  making  an  effort  to  observe  the  goals." 

Mr.  Livingston.  You  had  issued  an  original  set  of  proposals  for 
regulations  regarding  the  bidding  system,  and  one  of  your  criteria, 
I  think,  was  pricing,  was  it  not? 

Mr.  O'Leary.  Here  is  our  expert  on  bidding  systems,  Mr.  Langen- 
kamp. 

Mr.  Langenkamp.  Yes,  we  issued  a  set  of  regulations,  a  proposed 
set  of  regulations  in  draft  form  last  September,  and  they  have  been 
in  the  process  of  being  discussed  between  Interior  and  Energy  since 
that  time. 

Mr.  Livingston.  The  DOI  had  questioned  those  regulations  and  I 
think  that  one  of  the  points  of  contention  was  the  fact  that  you  had 
used  pricing  as  a  criteria. 

Mr.  Langenkamp.  I  would  not  characterize  the  difference  that 
way.  I  would  say  this.  One  of  the  prime  differences  in  the  issue 
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that  was  eventually  taken  to  the  0MB  and  which  was  resolved  on 
Friday  was  whether  or  not  our  regulations,  as  proposed,  were 
cumbersome  and  would  cause  Interior  difficulty  in  administering 

We  had  expressed  from  the  outset  a  desire  not  to  burden  the 
leasing  process  because  it  is  in  our  interest  to  see  that  it  goes 
forward.  So  we  resolved  in  a  compromise  whereby  the  negotiation 
procedures  and  the  administrative  dialog  between  the  two  Depart- 
ments were  removed  from  the  regulation  and  put  into  an  MOU 
which  governs  the  conduct  of  DOI  and  DOE,  and  this  was  agreed  to 

last  Friday. 

The  regulation,  as  originally  written,  is  more  or  less  as  origmally 
submitted  and  should  go  out  this  week,  but  I  would  say  that  the 
difference  was  the  inherent  problem  in  the  Department  of  Energy 
and  Department  of  the  Interior  looking  at  these  situations  from  a 
different  perspective. 

They  are  very  concerned  about  their  administrative  burdens  and 
if  you  watch  these  leasing  procedures,  you  realize  that  they  are 
very  burdensome,  they  are  very  complex,  and  basically,  what  they 
requested  that  we  do  is  omit  a  section  of  this  regulation  in  order  to 
make  their  task  easier,  and  we  did  so,  and  included  it  in  an  MOU. 

[MOU  on  use  of  bidding  systems  follows:] 
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Memorandum  of  Understanding 
on  Use  of  Bidding  Systems 


1.  Background:   The  DOE  Organization  Act  gives  the  Secretary  of  Energy 

authority  to  promulgate  regulations  which  relate  to  the 
implementation  of  alternative  bidding  systems  authorized  for  the 
award  of  Federal  leases  under  the  OCS  Lands  Act  and  other  Acts 
governing  the  leasing  of  energy  resources  on  Federal  lands. 
Regulations  implementing  bidding  system  use  for  the  OCS  are 
found  at  10  CFR  376.   The  Secretary  of  Energy  is  also  given  the 
authority  to  disapprove  any  term  or  condition  of  such  leases  which 
relates  to  any  matter  within  this  regulatory  authority. 

2.  Purpose:   The  purpose  of  this  Memorandum  of  Understanding  between  the 

Department  of  the  Interior  and  the  Department  of  Energy  is  to 

establish  the  procedures  which  will  govern  the  staff  consultation 

between  the  two  Departments  on  the  selection,  design  and  application 

of  bidding  systems  for  sale  of  OCS  leases  under  10  CFR  376  and 
43  CFR  3300. 

3.  Scope:   This  Memorandum  of  Understanding  will  apply  to  the  following: 

(a)  selection  of  bidding  systems  to  be  used  in  OCS  lease 
sales; 

(b)  application  of  selected  bidding  systems  to  specific 
tra-ts  to  be  offered; 

(c)  the  specification  of  the  fixed  parameters  of  the  bidding 
system  and  other  economic  terms  of  the  leases  to  be  issued. 
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4.   Procedures:   The  Department  of  the  Interior  and  the  Department  of  Energy 
will  follow  the  steps  outlined  below  in  preparing  for  OCS  lease 
sales . 

(a)  Submission  of  DPI  Proposal  to  DOE 

Not  later  than  30  days  before  the  proposed  notice  of  sale  DOI 
will  provide  to  DOE  a  written  draft  of  the  proposed  lease 
terms  and  conditions  for  which  the  Secretary  of  Energy  has 
disapproval  authority  under  Section  303(c). 

(b)  Submission  of  DOE  Analysis  to  DOI 

(1)  Not  earlier  than  30  days  prior  to,  nor  later  than  15  days 
prior  to,  the  issuance  of  the  proposed  notice  of  sale,  DOE 
may  provide  DOI  a  written  analysis  of  the  DOI  proposals 
and  doe's  conclusions  and  recommendations  regarding 

(A)  the  application  of  a  particular  bidding  system 
or  systems  to  tracts  included  in  an  OCS  lease 
sale;  and 

(E;  the  casn  bonus,  royalty  (including  sliding  scale 
formula  or  schedule) ,  annual  acreage  rental  and 
csterral  of  cash  bonus  for  each  bidding  system 
as  applied  to  tracts  included  in  an  OCS  lease 
sale. 

(2)  In  i-ii- o'.-ning  tne  .-...dlysis,  DOE  may  consider  the  factors 
stated  in  10  CFR  376.11  in  relation  to  the  "Characteristics 
of  t..e  tracts  to  w:  j.ch  the  bidding  system  will  be  applied. 
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(c)  DOE  shall  not  disapprove  lease  terrr.s  and  conditions,  as 
provided  in  section  303(c)  of  the  DOE  Act,  if  DOI  adopts  the 
DOE  conclusions  regarding  the  matters  identified  in 
subsection  (b) (1)  of  this  section,  recognizing  that  such 
conclusions  may  be  modified  by  DDI/DOE  discussion  and  agree- 
ment.  However,  there  is  no  pres'Jinption  as  to  whether  or  not 
the  Secretary  of  Energy  will  disapprove  lease  terms  and 
conditions  if  DOI  does  nor  adopt  the  DOE  conclusions. 

(d)  In  the  event  that  DOI  elects  not  to  adopt  DOE's  conclusions 
regarding  the  matters  identified  in  subsection  (b) (1)  of  this 
section,  after  DOI/DOE  discussion,  DOI  shall  provide  DOE  with 
a  written  explanation  of  its  determination  either  prior  to  or 
contemporaneous  with  the  submission  to  DOE  of  the  terms  and 
conditions  of  the  OCS  leases  for  review  in  accordance  with 
section  303(c)  of  the  DOE  Act. 

(e)  DOI  shall  submit  to  DOE  the  final  notice  of  sale  containing 
lease  terms  and  conditions  not  less  than  30  days  prior  to  the 
date  o;,  \:/.i-:'  Xi  publii^es  the  notice  of  sale  in  the  Federal 
Register,  except  that  DOI  and  DOE  may  agree  to  a  reasonable 
period  -i"  i  r :  -  than  3C  ri,  •!  as  provided  in  §  303(c)  (1)  of  the 
DOE  Act.   Wit>.in  tne  30-d^y  period,  or  other  agreed  upon  period 
of  lerp  tli_:  ?0  days,  o: r  ?hall  review  and  indicate  if  it  dis- 
approves "■■  ■  cJTn  or  cc-, i- tion  that  relates  to  any  matter  with 
respect  to  v.ij.ch  DOE  has  authority  to  promulgate,  regulations 
pursue-       ..-icn  31.;:   '  (2)  . 
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(f)  Where  the  Secretary  of  Energy  disapproves  any  lease  term  or 
condition  under  subsection  (e)  above,  he  shall  furnish  the 
Secretary  of  the  Interior  with  a  detailed  written  statement  of 
the  reasons  for  his  disapproval,  and  of  the  alternatives  which 
would  be  acceptable  to  him.   (DOE  Act,  g  303(c)(2)). 

(g)  DOE  shall  consult  with  DOI  during  the  preparation  of  a  proposed 
rule  establishing  any  bidding  systeir,  or  modifying  an  established 
bidding  systeir.,  as  provided  in  10  CFR  375.110(d),  and  afford 
DOI  not  less  than  30  days  prior  to  the  date  on  which  DOE 
publishes  such  rule  as  a  proposed  rulemaJcing  to  comment  on  the 
content  and  effect  of  such  proposed  rule.  ^ 


i-n-fi 


(Date 


Secretary  of  the  Interior 


(Date) 


2^i^ 
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Mr.  Livingston.  So  you  expect  a  resolution  of  these  differences 
to  come  about  pretty  soon? 

Mr.  Langenkamp.  That  is  correct. 

Mr.  Livingston.  Actually,  I  was  mistaken.  I  understand  the 
leasing  schedule  was  in  contention,  as  well,  the  criteria  for  leasing 
schedules,  at  the  time  you  proposed  these  regulations,  were  also  in 
contention,  and  pricing  was  a  criteria  for  leasing  schedules,  is  that 
correct?  Have  you  resolved  your  differences  on  whether  or  not  to 
include  price  as  a  criteria? 

Mr.  Langenkamp.  Well,  in  attempting  to  arrive  at  the  produc- 
tion goals,  a  number  of  real  world  facts  have  to  be  cranked  in,  and 
of  course,  we  have  consistently  attempted  to  predict  the  price  at 
which  crude  oil  will  be  selling  at  a  far  distant  point. 

This  is  very  relevant  to  the  question  of  whether  or  not  wells  can 
be  economically  drilled  and  produced,  for  example,  in  Alaska.  I 
think  it  is  unfair  or  it  is  not  accurate  to  say  that  there  is  a 
substantial  difference  in  opinion  between  the  two  Departments 
regarding  the  pricing  scenarios. 

Frankly,  we  have  both  been  erring  slightly  on  the  low  side,  but 
we  have  recently  reviewed  these  production  goals  to  see  whether 
the  new  OPEC  price  increase  has  made  a  substantial  difference, 
and  we  have  concluded  that  the  scenarios  we  utilize  in  the  produc- 
tion goals  are  consistent  with  even  the  current  very  high  price  of 
crude  oil. 

Mr.  Livingston.  Now,  finally,  do  you  gentlemen  feel  that  you 
can  issue  some  final  regulations  as  proposed  by  GAO  on  production 
goals,  competition,  due  diligence,  and  in-kind  royalty  payments? 

Mr.  O'Leary.  Yes,  indeed,  we  are  issuing  a  number  of  those  this 
week. 

Mr.  Livingston.  I  see.  And  will  all  the  regulations  be  completed 
by,  say,  January  of  1980? 

Mr.  O'Leary.  No,  I  would  not  say  all,  but  a  substantial  body  of 
them  will  be,  yes. 

Mr.  Livingston.  Thank  you  very  much.  Thank  you,  Mr.  Chair- 
man. 

The  Chairman.  Mr.  Hughes? 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  O'Leary. 

Mr.  O'Leary.  Mr.  Hughes,  I  understand  that  things  are  a  great 
deal  better  up  in  your  part  of  the  country  over  the  weekend.  That 
is  the  report  we  get.  Is  that  accurate? 

Mr.  Hughes.  Yes.  The  gasoline  lines  seemed  to  ease,  but  a  lot  of 
that  is  because  we  did  not  have  as  many  tourists  visit  us  as  we 
always  do  in  July.  [Laughter.] 

Mr.  O'Leary.  My  office,  I  understand,  was  making  its  contribu- 
tion to  that,  Mr.  Hughes. 

Mr.  Hughes.  Thank  you  for  your  concern. 

I  gather  from  your  testimony  you  feel  that  the  General  Account- 
ing Office  report  was  somewhat  premature. 

Mr.  O'Leary.  I  really  do.  I  think  it  is  a  very  difficult  thing,  and 
there  has  been  a  great  deal  of  progress  since  the  filing  of  the 
report. 

Mr.  Hughes.  Well,  I  think  it  does  point  up  some  differences, 
however,  that  will  be  productive  and  fruitful.  I  think  there  are 
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criticisms  on  both  sides,  and  one  of  the  things  that  has  been  said 
repeatedly  is  that  Interior  is  concerned  over  the  environmental 
aspects  of  leasing.  And  would  you  not  agree  that  Interior  has,  of 
course,  environmental  concerns,  but  the  concerns  are  broader  than 
that? 

Mr.  O'Leary.  Oh,  of  course. 

Mr.  Hughes.  For  instance,  one  of  the  things  that  I  got  into  just 
briefly  with  the  last  panel  was  the  question  of  resource  potential. 
In  just  the  last  lease  sale  we  saw  a  vast  difference  between  the 
estimate  of  industry  and  the  estimate  of  the  Department  of  the 
Interior. 

And  obviously,  when  Interior  places  a  value  upward  of  a  billion 
dollars  on  a  lease  sale,  and  the  bids  come  in  less  than  $50  million, 
even  though  you  are  not  talking  about  all  the  acreage,  something 
is  wrong  with  our  potential  resource  potential  assessment,  is  that 
not  so? 

Mr.  O'Leary.  Well,  I  think  one  of  the  most  difficult  things  for 
the  Government  to  do,  it  has  been  demonstrated,  is  to  make  point 
estimates,  good  useful  estimates  of  resource  potential  on  resources 
on  the  public  domain.  I  would  go  further  and  say  that  the  Federal 
Government  has  never  learned  to  do  that  effectively. 

Mr.  Hughes.  And  for  good  reason.  It  has  almost  been  un-Ameri- 
can around  here  to  suggest  that  the  Government  learn  a  little 
more  about  leasing. 

Mr.  O'Leary.  No,  I  do  not  think  it  is  un-American  by  any  means. 

Mr.  Hughes.  Well,  it  was  for  a  number  of  years.  Every  time 
some  suggestion  was  made  we  would  try  to  beef  up  our  staff  and 
provide  the  capability  to  interpret  seismic  and  geophysical  data, 
the  oil  industry  would  yell  that  the  Government  is  getting  into  the 
oil  business.  So  as  a  result  we  went  very  slowly  for  a  number  of 
years. 

And  of  course,  we  did  not  have  the  same  problems  10  years  ago 
that  we  have  today.  So  that  there  is  some  reason  why,  unfortunate- 
ly, we  have  not  maintained  the  independent  capability  or  secured 
the  independent  capability  that  is  needed  right  now  to  make  those 
assessments. 

Mr.  O'Leary.  Well,  Mr.  Hughes,  I  do  not  think  this  is  the  result 
of  any  conspiracy.  There  are  always  people  who  say,  "Oh,  no,  that 
is  un-American  to  anything  you  want  to  do."  I  think  it  was  because 
there  was  no  particular  need  or  perceived  need  to  do  anything 
about  that  10  years  ago. 

Mr.  Hughes.  It  is  interesting  because  when  I  ran  for  reelection 
in  1976,  I  had  some  oil  industry  people  visiting  the  various  cham- 
bers of  commerce  because  I  was  talking  about  resource  potential, 
and  that  we  ought  to  learn  a  little  more  about  resources  before  we 
lease.  They  followed  me  around  suggesting  to  my  chambers  that  I 
am  interested  in  getting  the  Government  in  the  oil  business  and 
you  know  it  will  be  just  like  running  the  Post  Office.  It  will  be  that 
horrendous. 

Mr.  O'Leary.  Let  me  just  give  you  two  points  of  view  on  that. 
The  oil  industry  is  trying  to  protect  its  interests,  so  are  the  shoe 
manufacturers,  the  car  manufacturers.  On  the  other  hand,  I  do  not 
know  what  to  tell  you,  to  tell  you  the  truth,  Mr.  Hughes,  if  you 
knew  with  precision  what  you  got  out  there. 
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I  think  what  we  are  doing  is  saying  we  do  not  want  to  spend  the 
$50  or  $100  million  that  is  being  spent  to  learn  whatever  negative 
information  we  are  getting  off  the  Baltimore  Canyon.  We  permit 
the  oil  industry  to  go  out  and  do  that. 

And  although  I  can  understand  the  sort  of  surficial  seduction  of 
having  the  Government  know  with  precision  what  it  is  leasing,  I 
can  tell  you  the  difficulties  from  hard  experience.  During  my  peri- 
od as  a  consultant  I  worked  for  the  Union  Pacific  Corp.,  and  we 
tried  to  find  out,  "we"  being  we  in  the  Union  Pacific  Corp.,  the 
value  of  something  much  easier  to  measure— coal  resources.  They 
spent  an  enormous  amount  of  money  and  still  you  could  not  war- 
rant with  real  specifics,  on  the  basis  of  holes  even  every  several 
hundred  yards,  what  was  between  those  holes.  You  could  bore  for 
what  was  in  the  holes. 

So  I  think  what  we  are  really  doing  here  is  having  a  philosophi- 
cal debate.  In  reality,  I  do  not  think  that  any  reasonable  amount  of 
drilling  on  the  public  domain  could  tell  us  enough  more  than  we 
know  now  to  make  a  strategic  difference  in  our  leasing  capacity. 

Mr.  Hughes.  Well,  it  seems  to  me  that  one  of  the  statements  you 
made  at  the  outset,  and  I  quite  agree  with  the  statement,  is  that 
we  really  did  not  have  a  very  well  defined  leasing  policy,  because  it 
really  was  not  that  important. 

We  had  a  beautiful  arrangement  between  the  oil  industry  and 
Government.  The  bottom  line  was  always  how  much  we  had  to 
bring  in  to  balance  the  budget  or  reduce  our  deficit  in  a  given  year, 
and  that  is  what  determined  our  lease  policy. 

Mr.  O'Leary.  That  is  right. 

Mr.  Hughes.  Just  a  few  years  ago,  we  had  a  policy  that  would 
bring  in,  at  one  point,  $10  billion.  We  were  going  to  lease  enough  to 
bring  in  that  kind  of  money.  Well,  in  addition  to  that,  we  really 
have  not  developed,  even  today,  as  I  understand  it,  the  capability  of 
assessing  industry's  ability  to  assimulate 

Mr.  O'Leary.  Mr.  Hughes,  that  is  not  so.  We  can  put  into  our 
calculations  with  great  definition  the  industry  capacity  to  assimi- 
late. That  is  a  matter  of  physical  measures.  For  example,  the 
development  of  industry's  capacity  to  field  new  seismic  crews  or  to 
put  in  ocean-going  rigs;  those  are  things  that  we  can  factor  in  very 
easily. 

Mr.  Hughes.  Part  of  that  determination  is  where  you  are  going 
to  commit  the  rigs.  Are  you  going  to  pull  them  out  of  known 
structures  in  the  Gulf  of  Mexico  or  other  places  and  commit  those 
resources  to  frontier  waters?  Do  you  have  that  capability? 

Mr.  O'Leary.  Yes,  and  also  do  you  pull  them  out  of  development 
in  the  North  Sea,  for  example,  to  frontier  areas  here.  This  is  an 
international  problem.  We  have  about  a  third  of  the  world's  deep 
drilling  capacity  in  this  country.  But  you  know  it  is  an  internation- 
al business. 

And  if  the  prospects  are  sufficiently  attractive  here,  then  you 
will  find  that  rigs  will  be  coming  from  all  over  the  world  headed 
toward  the  United  States.  The  problem,  really,  Mr.  Hughes,  has 
been  the  opposite  direction.  We  have  found  that  because  of  jagged- 
ness  in  the  Federal  policy  towards  leasing,  particularly  over  the 
last  5  or  6  or  7  years,  we  had  long  periods  in  which  companies  were 
carrying  $200,000  or  $300,000  a  day  of  demurrage  on  rigs  that  were 
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available  but  the  leases  were  not  available,  the  land  was  not  avail- 
able for  the  facility. 

Mr.  Hughes.  Where  is  this  data  collected  now?  Where  do  we 
have  this  information  as  to  the  present  status  of  the  roughly  16 
million  acres  that  is  presently  in  the  hands  of  oil  industry? 

Mr.  O'Leary.  We  have  data  in  the  resource  applications  section 
of  the  Department  of  Energy  with  regard  to,  for  example,  rig 
availability  and  rig  location,  and  the  Department  of  the  Interior,  of 
course,  maintains  very  accurate  records  as  to  the  status  of  leased 
lands. 

Now,  are  you  thinking  in  that  large  total  you  gave  only  of  oil 
lands? 

Mr.  Hughes.  No.  I  am  talking  about  total  lands. 

Mr.  O'Leary.  Coal  lands  as  well.  Between  the  two  Departments, 
there  is  a  vast  amount  of  data  available  with  regard  to  resources 
and  state  of  resource  development  for  geothermal,  oil,  gas,  and  coal 
resources  on  the  public  domain. 

Mr.  Hughes.  What  is  the  source  of  this  information?  How  did  we 
collect  the  information? 

Mr.  O'Leary.  Well,  a  good  bit  of  it  comes  from  the  activities  of 
the  Department  of  the  Interior's  U.S.  Geological  Survey  that  does 
the  actual  resource  work  prior  to  leasing.  You  know  that  there  are 
two  agencies  within  the  Department  of  the  Interior  that  are  pri- 
marily concerned  here — BLM  as  the  manager  of  the  resources  in 
the  public  domain  and  USGS  as  the  assessor  of  the  resources  on, 
among  other,  public  domain. 

So  most  of  these  data  are  collected  and  maintained  by  the  U.S. 
Geological  Survey. 

Mr.  Hughes.  But  I  understand  that  most  of  this  data  comes  from 
the  industry  itself  in  the  form  of  reports  and  there  has  not  been  an 
extensive  effort  to  try  to  confirm  the  information. 

Mr.  O'Leary.  Mr.  Hughes,  that  is  quite  right.  Let  me  just  give 
you  a  measure  of  that.  There  were  last  year  or  there  will  be  this 
year  perhaps  50,000  wells  put  down.  I  would  imagine  that  20  to  30 
percent  of  those  will  be  on  the  public  domain. 

Now,  USGS  will  receive  the  logs  from  those.  That  is  to  say  that 
you  are  quite  right  in  saying  the  original  data  come  from  industry 
sources.  I  do  not  really  see  any  alternative  to  that.  Again,  it  is  a 
little  bit  seductive  to  think  of  the  Government  having  an  independ- 
ent capacity  to  understand  what  is  happening  in  the  bottom  of 
those  holes. 

But  when  you  think  that  that  requires  twinning  those  holes, 
putting  down  the  Government's  own  holes  or  going  down  and  tak- 
ing independent  logs,  it  is  an  enormously  expensive  business. 

Mr.  Hughes.  Well,  of  course,  I  do  not  know  that  much  about  the 
collection  of  the  data,  but  if  it  is  as  accurate  as  the  information  I 
saw  prior  to  the  adoption  of  the  Federal  Energy  Act,  that  is, 
collected  by  the  Federal  Power  Commission  on  natural  gas  proven 
and  probable  resources,  then  I  would  be  very  skeptical  as  to  the 
accuracy  of  the  information. 

Mr.  O'Leary.  Mr.  Hughes,  I  have  an  intimate  familiarity  with 
FPC  validation  effort,  and  I  want  to  tell  you  that  the  error  that 
they  found  was  something  under  6  percent.  I  would  like  to  provide 
something  for  the  record  for  you,  and  I  want  to  say  at  the  same 
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time  that  I  am  the  person  who  is  driving  the  Federal  Government 
into  the  development  of  its  own  system  of  collection  not  only  for 
financial  but  of  physical  resource  data. 

So  I  am  not  an  apologist  for  the  oil  and  gas  industry  in  makmg 
this  statement.  I  am  making  the  Federal  system  provide  independ- 
ent data  with  regard  to 

Mr.  Hughes.  Well,  that  is  one  of  the  provisions  of  the  Outer 
Continental  Shelf  Lands  Act  is  to  direct  that  material  begin  to 

Mr.  O'Leary.  May  be,  but  we  have  had  those  requirements  on 
the  system  for  a  long  time,  including,  I  guess,  ESECA  and  nothing 
was  done  about  it  until  I  became  Administrator  of  FEA.  That  fact 
is  that  I  believe  when  all  the  books  are  in  that  we  will  find  that 
the  Federal  data  will  correspond  within  about  10  percent  to  the 
industry  data  that  they  will  replace. 

I  do  not  think  that  we  are  going  to  find  wide  evidence  of  shenani- 
gans there.  They  are  a  pretty  professional  kind  of  an  operation,  but 
nonetheless,  we  ought  to  do  it  ourselves  just  to  be  sure  that  there  is 
not  shenanigans  in  that  area. 

The  Chairman.   I   will   ask  the  gentleman   to   take  the   chair. 

Mr.  Hughes.  I  would  be  happy  to  take  the  chair  for  about  20 
minutes. 

Mr.  Seiberling? 

Mr.  Seiberling.  Thank  you,  Mr.  Chairman. 

Mr.  O'Leary,  I  feel  better  having  heard  your  testimony  that 
there  is  not  quite  the  confusion  that  seems  to  be  indicated  by  the 

GAO. 

Mr.  O'Leary.  Mr.  Seiberling,  let  me  tell  you  that  the  ambition  of 
my  life  is  to  do  an  audit  of  GAO.  [Laughter.] 

Mr.  Seiberling.  Well,  that  might  produce  some  interesting  re- 
sults. Quis  custodiet  ipsos  custodes? 

Mr.  O'Leary.  If  you  will. 

Mr.  Seiberling.  If  you  were  a  Harvard  graduate,  you  would 
remember  those  words  engraved  on  the  gates  to  Harvard  yard. 

I  am  still  a  little  puzzled  as  to  whether  this  statute  is  part  of  the 
problem  or  whether  it  is  simply  a  matter  of  working  out  some 
internal  machinery  within  the  administration,  and  you  indicate 
that  you  feel  it  is  the  latter,  that  we  do  not  need  to  try  to  amend 
the  statute. 

Mr.  O'Leary.  Mr.  Seiberling,  the  statutory  scheme  is  this.  It 
provides  in  the  Department  of  Energy  control  over  what  you  might 
refer  to  as  the  economic  cluster  of  considerations— due  diligence, 
disposition  of  royality  oil  and  what-have-you. 

It  provides  for  all  other,  the  stewardship  of  the  public  domain, 
NEPA,  the  whole  environmental  sweep.  It  provides  that,  though, 
be  the  function  of  the  Department  of  the  Interior. 

Now,  that  is  a  difficult  cut.  Anytime  that  you  have  two  masters 
it  is  difficult.  I  am  convinced,  however,  that  with  goodwill  and  with 
the  use  of  the  Leasing  Liaison  Committee,  and  particularly  with 
the  safeguard  of  recourse  to  the  President  in  the  event  there  are 
disputes,  you  have  a  forcing  function  which  will,  over  time,  rnake 
this  relatively  cumbersome  but  nonetheless  useful  division  of  re- 
sponsibilities work. 

Mr.  Seiberling.  Do  you  feel  that  the  Liaison  Committee  is  large- 
ly ceremonial? 


94 

Mr.  O'Leary.  No,  I  do  not.  We  have  had  some  totally  unceremon- 
ial  discussions  in  the  Leasing  Liaison  Committee,  and  I  think  that 
they  will  improve  over  even  that  standard  at  the  next  meeting 
which  is  scheduled  for  July  18. 

I  might,  in  that  context,  provide  for  the  record  the  agenda  for 
this  next  meeting,  and  I  think  that  you  will  find  that  it  is  not 
ceremonial.  It  is  very  substantive. 

[The  information  requested  follows:] 

DOE-DOI  Leasing  Liaison  Committee 
(Agenda  for  Meeting,  July  18,  1979,  2:00  P.M.,  Room  7B-252— Forrestal  Building) 
Opening  remarks 

Interdepartmental  issues 

1.  GAO  report:  General;  Leasing  Liaison  Committee,  structural  improvements. 

2.  OCS  profit  sharing  regulations. 

3.  Coal  diligence  regulations. 

4.  Oil  shale  leasing  program. 

5.  OCS  bidding  systems  regulations. 

6.  Onshore  oil  and  gas  production  goals  information. 

Status  reports 

1.  OCS  lease  sale  No.  48,  California  Lands  Commission  suit. 

2.  Coastal  Zone  Management — Gulf  of  Mexico  flower  banks  sanctuary  status. 

3.  Royalty  oil  regulations. 

4.  OCS  diligence  regulations:  DOE  regulations;  DOI  regulations. 

5.  DOI  annual  OCS  leasing  report  to  Congress  (section  15,  OCSLAA). 

Other  businesses 
Adjournment 

Mr.  Seiberling.  Well,  I  still  feel  that  there  is  a  little  ambiguity 
here.  I  notice  that  in  the  letter  that  Secretary  Andrus  wrote  to 
Chairman  Brooks,  dated  May  4,  1977,  which  is  included  in  the 
committee  report  in  the  Department  of  Energy  Reorganization  Act, 
he  makes  this  statement  that  it  will  be  the  responsibility  of  the 
Department  of  Energy  to  set  production  goals  for  federally  owned 
or  controlled  fossil  fuel  and  geothermal  resources,  and  then  he  goes 
on  to  say,  "Control  of  other  terms  and  conditions  and  especially  the 
environmental  protection  terms  and  conditions  will  remain  with 
the  Department  of  Interior.  Choosing  the  mix  of  land  uses  which 
best  achieve  our  national  land  use  objectives,  while  holding  unde- 
sirable impacts  to  a  minimum,  will  remain  Interior's  responsibili- 

ty." 

Apparently  at  least  he  was  under  the  impression  that  there  were 
other  factors  that  he  was  to  take  into  account  besides  production 
goals.  Now,  I  read  the  proposed  testimony  of  Under  Secretary 
Joseph 

Mr.  O'Leary.  May  I  comment  on  that  point? 

Mr.  Seiberling.  Yes. 

Mr.  O'Leary.  I  do  not  really  agree  with  that  point.  I  just  want  to 
note  that. 

Mr.  Seiberling.  You  do  not? 

Mr.  O'Leary.  No.  What  we  are  saying  here  is,  here  is  a  produc- 
tion goal.  You  must  meet  that.  There  are  a  variety  of  ways  of 
meeting  that.  Interior  will  meet  that  in  ways  that  fit  best  its 
formulation  for  public  land  management  including  the  environ- 
mental concerns.  But  my  view  of  this  world  is  that  the  production 
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goal,  unless  vetoed  by  the  President,  is  controlling  upon  the  De- 
partment of  the  Interior.  And  these  other  matters  must  be 
adjusted. 

It  does  not  say  that  you  run  roughshod  over  any  of  the  environ- 
mental rules.  They  must  be  accommodated,  too,  and  indeed,  that  is 
the  reason  for  the  Presidential  escape  hatch  or  escape  valve,  if  you 

will. 

But  once  the  production  goal  is  accepted,  either  on  a  bilateral 
basis  or  because  of  the  intervention  of  the  President,  then  it  be- 
comes the  guiding  mechanism,  and  you  optimize  the  remainder  of 
these  considerations  within  that  overall  bound. 

Mr.  Seiberling.  Of  course,  that  would  normally  be  the  way  it 
would  be  handled  in  the  absence  of  some  statutory  direction  to  do 
it  otherwise,  and  that  is  one  of  the  problems  that  we  are  confront- 
ed with  as  to  whether  there  is.  I  am  not  sure  it  is  entirely  clear. 

And  then  I  read  Under  Secretary  Joseph's  statement,  and  he 
says,  on  page  5,  "Our  view  of  production  goals  is  that  they  are  first 
among  equals,  that  is,  that  we  will  do  all  we  can  in  our  energy 
leasing  program  to  meet  the  national  energy  needs." 

So  he  is  in  effect  saying  that  that  is  a  goal  that  they  are  going  to 
try  to  meet,  but  that  it  is  not  an  absolute  mandate. 

Mr.  O'Leary.  Well,  he  is  saying,  and  quoting  from  his  statement, 
"We  will  do  all  we  can",  "We  will  do  all  we  can".  Now,  more  than 
that  we  cannot  ask.  If  they  cannot  meet  the  goal,  then  the  goal 
cannot  be  met.  When  they  say  that  "we  will  do  all  we  can",  it 
seems  to  me  that  that  is  conceding  the  point  that  I  have  just  made, 
that  that  is  the  guidance. 

Mr.  Seiberling.  Does  not  this  mean  that  the  requirements  of 
protecting  fisheries  resources,  for  example,  are  to  be  submerged  to 
the  production  goal? 

Mr.  O'Leary.  Not  at  all.  That  has  its  own  statutory  life,  as  you 
know,  Mr.  Seiberling,  as  does  clean  air  and  the  many  other  consid- 
erations the  Secretary  of  the  Interior  must  take  into  account.  But 
he  has  many  roads  to  roam.  He  can  choose  many  roads  to  roam. 

He  can  choose  a  mix  that,  in  the  example  you  discussed  earlier, 
to  destroy  the  Alaskan  fishery  resource  at  the  benefit  of  bringing 
in  additional  oil.  No.  He  can  hit  harder  the  gulf  or  the  offshore 
California. 

But  until  the  President  backs  the  Department  of  Energy  away 
from  the  goal,  the  goal  is  commanding. 

Mr.  Seiberling.  Well,  I  noticed  in  your  testimony,  you  include  a 
schedule  which  shows  very  heavy  reliance— this  is  table  3 — on  the 
Beaufort  Sea  in  1982  and  1984.  In  fact,  it  is  the  largest  of  all  the 
production  schedules. 

Now,  Senator  Stevens  and  others  in  Alaska  are  complaining 
bitterly  against  any  oil  leasing  in  the  Beaufort  Sea,  and  of  course,  I 
do  not  know  whether  they  are  right  or  wrong,  but  suppose  it  turns 
out  that  this  cannot  be  done  without  some  tremendous  marine 
disaster. 

Who  is  going  to  decide  whether  the  goal  for  the  Beaufort  Sea  is 
to  be  met? 

Mr.  O'Leary.  Well,  we  do  not  have  the  responsibility  for  saying 
where  the  leases  should  occur.  We  can  suggest  and,  of  course,  if 
necessary 
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Mr.  Seiberling.  This  is  DOE's  schedule. 

Mr.  O'Leary.  That  is  right.  That  is  the  suggested  schedule,  and  if 
you  look  over  on  the  next  page,  you  will  find,  on  the  prior  page, 
you  will  find  DOI's  revised,  that  is  to  say,  the  June  8,  1979,  closely 
parallels  our  schedule  in  this  regard.  I  think  the  difference  is  a  1- 
year  slip  in  the  schedule  of  lease  sales  in  the  Beaufort  Sea. 

So  I  want  to  emphasize  that  while  we  may  make  the  suggested 
schedule,  our  interest  really  is,  as  you  might  say,  the  bottom  line  of 
production,  and  we  regard  as  absolutely  proper,  the  Secretary  of 
the  Interior's  responsibility  to  adjust  the  timing  and  placing  of  the 
lease  sales  so  long  as  he  meets  the  schedule  for  production. 

Mr.  Seiberling.  I  have  just  one  final  question.  If  the  Secretary  of 
the  Interior  says  that  there  is  no  way  that  we  can  meet  this 
schedule  without  going  into  the  Beaufort  Sea  and  if  we  go  into  the 
Beaufort  Sea  it  is  going  to  create  very  bad  environmental  conse- 
quences, therefore,  we  cannot  meet  the  schedule  in  our  view,  can 
the  President  override  their  decision? 

Mr.  O'Leary.  Yes,  the  President,  at  that  point,  can  go  either 
way.  He  may  say  to  the  Secretary  of  Energy,  "You  will  simply  have 
to  revise  downward  your  schedule,"  if  the  case  made  by  the  Secre- 
tary of  the  Interior  is  compelling. 

If,  on  the  other  hand,  the  case  made  by  the  Secretary  of  Energy 
is  compelling,  then  I  suspect  that  there  is,  at  least,  the  possibility 
that  the  President  would  override  the  Secretary  of  the  Interior 
and,  in  effect,  validate  the  goal  set  by  the  Department  of  Energy. 

Mr.  Seiberling.  So  there  is  nothing  in  Public  Law  95-91,  and  I 
do  not  recall  anything  in  the  OCS  Leasing  Act  amendments,  that 
says  that  the  President  can  override  the  Secretary. 

Mr.  O'Leary.  No.  This  is  the  understanding  within  the  MOU  in 
the  scheme  of  responsibilities. 

Mr.  Seiberling.  Well,  that  gets  back  to  the  basic  question,  can 
the  MOU  amend  the  statute? 

Mr.  O'Leary.  Well,  it  cannot.  It  cannot  go,  quite  evidently,  into 
an  area  that  the  statute  has  preempted.  But  in  the  absence  of 
statutory  language,  we  have  literally  hundreds  or  thousands  of 
examples  of  memorandums  of  understanding  that  fill  in  the  inter- 
stices in  law,  and  this  is  one  of  those,  if  indeed  there  is  an  ambigu- 
ity. 

Mr.  Seiberling.  Well,  there  certainly  is. 

Mr.  Hughes.  Mr.  Lewis? 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

First,  I  would  like  to  express,  Mr.  O'Leary,  my  appreciation  for 
your  testimony  today.  It  comes  right  to  the  point. 

Mr  O'Leary.  Thank  you,  Mr.  Lewis. 

Mr.  Lewis.  I  was  particularly  impressed  by  your  comment  that 
the  dialog  in  the  committee  helped  focus  on  the  extremes  that  are 
involved  here. 

Mr.  O'Leary.  I  would  not  use  the  word  "extremes." 

Mr.  Lewis.  Let  that  be  my  term,  then.  And  frankly,  it  occurs  to 
me  that  in  light  of  environmental  concerns  as  well  as  those  people 
who  want  to  get  production  on  line,  I  am  concerned  that  those  who 
are  most  concerned  about  our  environment  and  preserving  it  may 
not  be  reading  the  folks  where  they  are,  and  indeed,  unless  we  get 
on  with   convincing  the   public  out  there  that  we  are  going  to 
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develop  short-range  solutions  to  their  crises  as  well  as  that  longer- 
range  crises,  they  may  take  it  away  from  us. 

In  California,  especially  in  the  south  where  the  smog  is  the 
heaviest,  Governor  Brown  is  receiving  with  applause  his  reduction 
of  air  quality  standards  in  the  name  of  saving  gasoline.  It  seems  to 
me  that  it  is  fundamental  to  recognize  how  people  tend  to  overact 
and  so  movement  is  very  important.  It  is  the  fundamental  reason 
for  these  hearings. 

Mr.  Secretary,  after  the  March  9,  5-year  leasing  schedule  by  DOI, 
you  put  together  a  computer  analysis  of  the  results  of  that  sched- 
ule as  you  saw  it.  Are  you  planning  to  do  the  same  for  this  new  5- 
year  schedule? 

Mr.  O'Leary.  I  believe  we  have  done  that.  May  I  ask  Mr.  Lan- 
genkamp  to  address  that? 

Mr.  Lewis.  Surely. 

Mr.  Langenkamp.  We  have  analyzed  it,  and  I  think  if  you  will 
look  on  page  8  and  page  9  of  Secretary  O'Leary's  testimony,  you 
will  see  some  of  the  conclusions  that  were  reached.  It  was  this 
calculation  that  arrived  at  the  81  and  87  percent  of  the  production 
goals  respectively  for  oil  and  natural  gas,  based  on  the  new 
schedule. 

Mr.  Lewis.  Would  you  submit  all  that  analysis  for  the  record? 

Mr.  Langenkamp.  We  would  be  glad  to  give  you  as  much  analy- 
sis as  you  like. 

[The  Department  of  Energy  report  "Federal  Leasing  and  Outer 
Continental  Shelf.  Energy  Production  Goals",  may  be  found  in  the 
committee  files.] 

Mr.  Lewis.  The  new  5-year  schedule  is  a  considerable  improve- 
ment in  view  of  some,  but  there  still  are  time  frames  that  would 
indicate  that  you  could  move  some  leasing  schedules  forward.  Spe- 
cifically, I  am  interested  in  your  reaction  to  areas  such  as  the 
North  Aleutian  Shelf,  I  would  like  to  have  Mr.  O'Leary's  reaction 
to  the  possibility  of  moving  that  schedule  up  or  to  moving  forward 
the  St.  Georges  Basin,  for  example.  Would  you  react  to  that  feasi- 
bility in  moving  up  the  schedule? 

Mr.  O'Leary.  I  think  what  I  can  do  is  say  to  you,  make  the  same 
point  to  you  that  I  made  previous,  that  we  may  suggest  a  mix  as  a 
test  of  the  reality  of  the  achievability  of  the  production  goals,  but 
really  I  think  that  is  properly  a  function  of  the  Secretary  of  the 
Interior  so  long  as  he  meets  the  goal. 

I  think  for  us  to  get  into  the  definitive  business  of  saying  you 
ought  to  do  St.  George's  first  and  Beaufort  second  or  what-have-you 
invades  directly  his  prerogative  with  regard  to  land  management. 

So  I  would  prefer  to  hold  with  the  position  that  I  stated  earlier 
that  we  should  set  the  goals  in  light  of  the  best  knowledge  we  could 
bring  to  it.  The  Secretary  of  the  Interior  should  either  adhere  to 
that  goal,  meet  that  goal,  or  the  matter  should  be  resolved  by  the 
President. 

Then  once  that  is  done,  the  Secretary  of  the  Interior  should  use 
his  best  judgment  in  how  that  goal  is  met  from  the  many  options. 
Literally  on  this  sheet,  there  are  probably  a  hundred  options,  per- 
mutations that  can  do  it.  And  he  should  have  the  choice  of  how  he 
does  that. 
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Mr.  Lewis.  And  I  assume  that  as  we  move  toward  that  deadhne 
wherever  it  lies  out  there,  if  you  became  concerned  that  we  were 
not  going  to  meet  the  goals,  that  obviously  we  were  avoiding  them, 
would  you  then  make  suggestions  as  to  options  that  might  be 
available,  even  though  you  were  crossing  the  line? 

Mr.  O'Leary.  Yes,  we  would  indeed.  We  do  not  hesitate  to  offer 
options.  In  the  suggestive  material  that  is  on  page  8  of  my  testimo- 
ny is  evidence  of  that,  but  these  are  suggestive  only,  and  they  run 
to  our  analysis  because  our  analysis  must  be  based  upon  realities 
not  just  a  hypothesis. 

Consequently,  when  we  say  that  such  and  such  a  production 
level  can  be  met,  we  have  to  flush  that  out  with  actual  sites.  Then 
the  Secretary  of  the  Interior  can  come  back  and  say,  "Well,  we  can 
do  even  better  or  for  reasons  that  will  now  be  evident  to  you,  we 
will  have  to  do  worse."  And  of  course,  that  is  the  essence  of  the 
exchange. 

But  I  want  to  make  it  clear  that  he  selects  the  route.  We  simply 
say  what  the  destination  should  be. 

Mr.  Lewis.  I  had  a  question  relative  to  the  timing  of  sales  be- 
tween the  bunching  of  the  sales.  The  committee  expressed  some 
concern  about  them  being  bunched  too  closely  together  thereby 
perhaps  dissuading  or  disallowing  some  companies  from  bidding.  I 
assume  that  you  would  just  as  soon  not  comment  on  that  as  well? 

Mr.  O'Leary.  I  think  that  the  same  comment  applies,  that  we 
should  not  become  involved  in  crossing  the  line  into  the  day-to-day 
administration  of  the  Secretary  of  the  Interior's  responsibilities  for 
public  lands  management. 

Mr.  Lewis.  As  I  had  to  leave  earlier,  Mr.  Livingston  was  asking 
questions  in  an  area  that  was  of  interest  to  me.  If  you  have  already 
answered  this,  if  he  got  to  this  specific  point,  please  excuse  me,  but 
the  GAO  report  stated  that  DOI  had  complained  about  the  produc- 
tion goals  from  DOE  and  that  DOE  had  not  contacted  industry  in 
formulating  them  and  that  you  considered  prices  a  factor.  Would 
you  comment? 

Mr.  O'Leary.  I  think  we  have  been  over  that  ground.  That  is  in 
the  record,  Mr.  Lewis.  But  I  would  just  ask  Mr.  Langenkamp  to 
just  summarize  briefly  the  point. 

Mr.  Langenkamp.  Well,  the  point  that  I  made  previously,  Mr. 
Lewis,  was  that  the  bone  of  contention  between  Interior  and  the 
Department  of  Energy  involved  a  procedural  matter.  The  statute 
permits,  in  fact,  directs  the  Secretary  of  Energy  to  disallow  or 
disapprove  economic  lease  terms  and  conditions,  if  he  feels  them 
improper  30  days  before  finality  of  the  lease. 

This  raises  the  question  of  is  there  a  better  method  for  adminis- 
tering this  act  than  to  have  the  Secretary  of  Energy,  at  the  last 
moment,  disallow  the  economic  terms  and  conditions.  We  conclud- 
ed there  was  a  better  way  which  was  to  get  the  Department  togeth- 
er at  an  early  stage  in  the  game 

Mr.  Lewis.  Excuse  me.  I  recall  your  beginning  to  go  along  that 
line  in  earlier  testimony,  but  it  seems  to  me  what  we  are  talking 
about  here  is  production  goals  and  you  are  intending  to  take  a  tack 
that  involved  production,  bidding  systems  instead  of  production 
goals. 
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Mr.  Langenkamp.  I  understood  your  question  to  be  in  regard  to 
regulation. 

Mr.  Lewis.  I  am  specifically  referring  to  production  goals  and  the 
fact  that  you  consider  price  a  factor. 

Mr.  Langenkamp.  And  the  fact  that  we  do  consider  it  a  factor? 

Mr.  Lewis.  Yes. 

Mr.  Langenkamp.  Well,  as  I  explained  earlier,  it  is  important  to 
consider  the  price,  and  the  price  scenario  is  relevant  as  it  bears  on 
the  question  of  which  of  the  frontier  areas  can  be  profitably  ex- 
plored. If  you  were  to  find  a  situation  where  the  cost  of  exploring 
was  so  excessive  that  the  pricing  scenario  would  not  permit  any 
exploration,  then  you  might  have  to  revise  your  projections  for  that 
particular  area. 

What  we  have  found  is  that  the  prices  that  presently  obtain  and 
the  prices  that  obtained  at  the  time  we  first  did  our  calculations 
were  sufficiently  high  that  all  of  these  frontier  areas,  the  Alaskan 
areas,  could  be  profitably  explored  and  therefore  price  did  not 
constitute  a  constraint,  and  of  course,  since  that  time  the  prices 
have  increased  substantially. 

Mr.  Lewis.  DOI  further  indicated  that  you  did  not  contact  indus- 
try in  terms  of  that.  Did  you,  in  fact,  contact  industry? 

Mr.  O'Leary.  Yes,  we  did,  Mr.  Lewis. 

Mr.  Lewis.  Mr.  Chairman,  one  more  question.  Clearly,  by  the 
law,  DOE  has  sole  authority  to  issue  due  diligence  standards. 

Mr.  O'Leary.  We  do. 

Mr.  Lewis.  DOI  has  proposed  standards  of  their  own.  In  view  of 
your  unwillingness  to  cross  certain  lines  earlier,  is  there  a  different 
way  of  operating  between  the  two? 

Mr.  O'Leary.  No.  They  are  not  only  proposing  ones  of  their  own, 
they  have  had  ones  of  their  own  for  a  long  time.  One  of  the  options 
that  I  have  asked  the  staff  to  explore  is  simply  to  review  them  and 
to  say,  "We  adopt  those  as  our  own."  That  would  meet  the  statu- 
tory test. 

We  are  really  not  interested  in  duplicating  work  that  is  already 
done  in  ways  that  we  regard  as  meeting  the  statutory  responsibil- 
ities that  we  have  that  promote  competition  and  do  maximize 
production. 

And  if  the  diligence  standards  that  are  now  in  Interior's  regula- 
tions or  if  they  care  to  amend  those  regulations  in  ways  that  do 
that,  we  have  no  pride  of  authorship.  It  is  fine  with  me  if  we  adopt 
those  as  our  own. 

Mr.  Lewis.  No  further  questions,  Mr.  Chairman. 

Mr.  Hughes.  Mr.  O'Leary,  we  have  heard  a  great  deal  about 
production  goals  and  yet  I  have  heard  no  testimony  as  to  what 
components  go  into  production  goals.  Would  you  just  generally  tell 
us  what  policy  considerations  are  factored  in? 

Mr.  O'Leary.  Let  me  ask  Mr.  Lawton  who  is  responsible  now 
that  Mr.  Kalter  has  left  us  in  that  function  to  describe  that  to  you. 

Mr.  Lawton.  Yes,  sir.  In  formulating  our  modeling  efforts  for 
developing  production  goals,  we  looked  at  several  factors.  The  first 
that  we  have  discussed  here  is  the  constraints  to  oil  and  gas  leasing 
offshore.  From  that,  we  had  to  make  the  assumption  that  there  is 
no  demand  constraint.  In  other  words,  we  can  produce,  sell  every- 
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thing  that  can  be  found  offshore.  So  this  is  an  assumption  we  have 
made  there. 

From  there  we  take  the  individual  provinces  as  defined  by  Geo- 
logical Survey.  We  get  the  information  from  Geological  Survey  as 
to  the  probable  productive  areas  in  those  provinces  and  the  re- 
source levels  that  they  anticipate  could  be  found  in  the  province. 

We  use  this  information  as  input  into  our  modeling  effort.  Now, 
because  we  do  not  want  to  come  up  with  a  point  estimate,  we  want 
a  range  and  because  of  the  uncertainty  of  the  resources  that  may 
be  found  in  the  area,  we  used  the  Geological  Survey,  what  we  call  a 
mean  conditional  resource  estimate,  exactly  that,  a  middle  range. 

We  also  assume  that  the  resources  may  be  half  of  what  GS  says 
they  should  be  so  we  cut  it  50  percent.  On  another  run,  we  make  it 
at  200  percent  of  that  amount.  In  other  words,  it  may  be  twice  as 
good  as  GS  says,  so  we  use  three  ranges  in  this  area. 

We  also  look  at  the  pricing  level  that  has  been  discussed  here,  in 
the  modeling  effort  that  we  started  last  December,  actually  in 
November,  we  look  at  four  price  ranges.  We  looked  at  oil,  landed 
price  of  oil,  at  $14.50  a  barrel;  natural  gas  at  $2.60  per  mcf — this  is 
based  on  the  Btu  equivalency — what  we  call  the  medium  low  range 
we  put  at  $18.50  per  barrel  and  $3.50  per  mcf  gas.  Medium  high 
range  was  $23.85  per  barrel  and  $4.50  per  mcf  of  gas.  A  high  range 
was  used  at  $31  per  barrel  for  oil  and  $5.85  for  gas. 

Now,  this  is  where  the  concern  has  come  about  that  these  price 
ranges  were  too  low.  At  the  time  we  developed  these  ranges,  we  did 
not  consider  them  necessarily  that  low,  and  I  would  point  out  that 
these  are  1978  dollars. 

However,  we  focused  on  the  medium  low,  the  $18.50  and  the 
medium  high,  $23.85.  The  medium  low  drove  the  leasing  model  into 
all  of  the  lower  48  areas;  in  other  words,  it  was  profitable  to  go  into 
these  areas  at  that  price.  It  drove  us  into  certain  areas  of  Alaska. 

However,  at  the  $23.85  level,  every  area  of  Alaska  with  the 
exception  of,  I  believe,  the  Southern  Aleutian  Shelf  and  Hope 
Basin,  came  in  as  being  economically  feasible  at  $23.85  a  barrel.  So 
naturally,  we  may  be  wrong  on  these  figures,  but  it  got  us  into  the 
areas,  the  new  frontier  areas,  where  new  resources  could  be  found. 

So  right  now  they  may  be  low,  but  they  achieved  what  we  were 
after.  Naturally,  the  $31  per  barrel,  or  any  other  figure  you  would 
want  to  choose  above  that,  would  do  the  same  thing. 

Mr.  Hughes.  So  in  essence  what  you  have  said  is  you  have  taken 
the  Department  of  the  Interior's  figures  on  resource  assessment, 
cut  it  in  half  and  then  determined  on  the  basis  of  the  price  of  oil  at 
a  particular  amount  what  areas  would  be  available,  what  areas 
would  be  of  interest  and  which  areas  could  be  explored  in  the  near 
term. 

Mr.  Lawton.  Right.  Now,  this  is  what  we  used,  and  as  I  say,  we 
could  not  be  certain  how  much  resource  would  be  in  those  areas.  So 
we  tried  to  get  a  range.  In  every  instance,  we  used  ranges. 

Mr.  Hughes.  How  about  any  other  factors  that  went  into  the 
determination  of  production  goals? 

Mr.  Lawton.  Well,  first  of  all,  I  might  mention  constraints;  we 
looked  at  all  constraints  that  we  thought  could  hinder  development 
of  a  leasing  schedule  for  offshore  and  subsequently  the  develop- 
ment of  the  resources  offshore.  I  believe  we  looked  at  34  possible 
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constraints.  We  came  down  to  16  that  we  discussed  in  detail  in  our 
production  goal.  These  involved  the  concern  you  had  with  capital 
availability,  rig  availability,  equipment,  trained  personnel.  We  got 
into  an  area  of  biological  consideration,  environmental  consider- 
ations. 

We  did  not  get  into  the  administrative  problems  that  the  Depart- 
ment of  the  Interior  is  primarily  concerned  about,  and  that  is  how 
many  people  will  it  take  to  evaluate  the  information  such  as  Geo- 
logical Survey  does,  the  people  necessary  to  prepare  the  environ- 
mental statements  for  Bureau  of  Land  Management. 

We  did  not  take  this  as  a  major  consideration.  We  figured  this 
would  be  left  to  Interior.  But  we  looked  at  what  we  thought  was 
every  other  area  of  concern,  and  this  was  in  our  constraint  section 
and  it  is  written  up  in  our  production  goals  report. 

Mr.  Hughes.  And  with  regard  to  the  constraints  that  were  con- 
sidered more  specifically  dealing  with  capital  availability  and  rig 
and  other  equipment  availability,  was  that  information  that  you, 
again,  received  from  the  Geological  Survey? 

Mr.  Lawton.  No,  sir.  In  the  capital  availability  and  the  rig 
availability,  we  talked  to  just  about  anybody  who  would  talk  to  us 
in  these  areas.  We  talked  to  the  major  banks — the  international 
banks  in  New  York.  We  talked  to  the  contractors,  the  rig  fabrica- 
tors, the  equipment  fabricators.  We  talked  to  the  drilling  compa- 
nies. We  talked  to  the  oil  companies.  We  talked  to,  I  believe,  just 
about  everybody  we  could  talk  to. 

The  drilling  operators  indicated  that,  as  Mr.  O'Leary  previously 
said,  this  is  an  international  market,  and  if  we  come  up  with  a 
lease  schedule  that  is  attractive,  that  they  can  depend  on,  they  will 
bring  those  rigs  back  to  drill  at  prospects  that  are  located  in  our 
waters. 

Mr.  Hughes.  Just  two  more  quick  questions.  How  did  you  arrive 
at  the  50-percent  disallowance?  You  used  50  percent  of  the  figures 
which  emanate  from  the  Department  of  the  Interior.  How  did  you 
arrive  at  that  particular  figure? 

Mr.  Lawton.  Fifty  percent,  which  one? 

Mr.  Hughes.  You  indicated  you  took  the  resource  assessment  by 
the  Department  of  the  Interior  in  areas  and  then  you  have  taken 
that  and  cut  that  in  half,  and  that  was  the  figure  that  you  used  as 
your  base  figure. 

Mr.  Lawton.  No,  our  base  figure  was  Geological  Survey's  re- 
source estimate.  We  cut  that  in  half,  and  we  just  said  what  could 
we  possibly  find  as  the  middle  amount  there,  and  we  said,  "Well,  it 
could  be  half  of  what  GS  came  up  with  or  it  could  be  double  what 
GS  came  up  with,"  and  these  are  the  ranges  we  used. 

Mr.  Hughes.  Well,  as  lease  sale  49  indicated,  you  would  be  way 
off  target,  would  you  not,  because  that  particular  assessment  was 
so  far  off  the  wall  that  there  was  no  comparison  between  what 
industry  did  and  what  was  placed  upon  that  lease  sale  by  the 
Department  of  the  Interior. 

Mr.  Lawton.  Well,  I  think  at  the  time  we  were  developing  these 
production  goals,  the  only  information  we  had  was  that  Texaco  had 
a  gas  discovery  in  the  Baltimore  Canyon  area.  There  were  indica- 
tions that  Exxon  might  have  something.  The  attractiveness  of  the 
area  was  potentially  better  than  it  is  today.  There  is  now  great 
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uncertainty.  We  did  not  have  all  the  information  that  the  oil 
companies  had  as  to  what  that  they  found  out  there.  So  I  do  not 
think  Geological  Survey  felt  comfortable  with  cutting  the  resource 
estimates  drastically,  based  upon  what  may  be  out  there,  and  there 
was  great  uncertainty  in  the  sale. 

I  think  there  is  a  problem  that  possibly  the  deeper  water  tracts, 
which  were  withdrawn  from  that  sale,  could  have  had  a  major 
impact.  I  think  there  were  27  tracts  that  were  withdrawn  that 
were  in  the  deeper  water  off  of  the  shelf. 

Mr.  Hughes.  You  would  agree  that  our  estimates  are  highly 
conjectural? 

Mr.  Lawton.  Well,  I  think  you  have  to  because  Geological  Sur- 
vey develops  them  from  the  best  information  they  have,  and  this  is 
from  seismic  information,  core  holes  in  the  ocean  floor,  from  all 
control  points  they  have.  They  have  all  the  information,  but  still  it 
comes  down  to  just  an  analji;ical  investigation  and  interpretation. 

Mr.  Hughes.  Finally,  did  you,  in  any  way,  modify  or  upgrade  the 
production  goals  after  the  Camp  David  summit  this  weekend? 

Mr.  Lawton.  Not  yet. 

Mr.  Hughes.  I  thank  you  very  much,  Mr.  O'Leary. 

Mr.  O'Leary.  Thank  you,  Mr.  Chairman. 

Mr.  Hughes.  The  committee  is  going  to  recess  until  2.  At  that 
time,  we  will  complete  the  testimony  of  the  final  panel.  The  com- 
mittee stands  recessed. 

[Whereupon,  a  luncheon  recess  was  taken.] 

The  Chairman.  The  committee  will  come  to  order. 

Our  witnesses  this  afternoon  are  Mr.  Jim  Joseph,  Under  Secre- 
tary, Department  of  Interior;  and  Ms.  Heather  Ross,  Deputy  Assist- 
ant Secretary; 

Mr.  Joseph,  good  to  see  you. 

STATEMENT  OF  JAMES  A.  JOSEPH,  UNDER  SECRETARY,  DE- 
PARTMENT OF  THE  INTERIOR,  ACCOMPANIED  BY  HEATHER 
ROSS,  DEPUTY  ASSISTANT  SECRETARY 

Mr.  Joseph.  May  I  comment  that  Ms.  Heather  Ross,  is  Deputy 
Assistant  Secretary  with  me. 

I  sat  through  this  morning's  discussion  and  heard  several  refer- 
ences to  my  testimony.  I  think  it  probably  would  be  useful  for  me 
to  submit  it  for  the  record  rather  than  read  it. 

The  Chairman.  Without  objection,  the  entire  testimony  will  be 
admitted  for  the  record  at  this  point. 

[The  following  was  received  for  the  record:] 

Statement  of  Under  Secretary  James  A.  Joseph,  Department  of  the 

Interior 

Mr.  Chairman,  it  is  a  pleasure  to  be  here  today  for  the  fourth  oversight  hearing  to 
be  held  by  this  Committee.  I  am  pleased  to  have  the  opportunity  to  discuss  with  you 
the  proposed  five-year  OCS  oil  and  gas  leasing  program  which  was  announced  by 
Secretary  Andrus  on  June  8,  1979,  and  transmitted  to  the  Congress  on  June  18, 
1979.  Further  background  material  was  provided  to  you  on  June  28,  1979. 

The  proposed  program  is  designed  to  strengthen  significantly  our  national  effort 
to  develop  additional  domestic  energy  supplies.  This  can  be  carried  out  while  using 
all  the  extensive  authorities  of  the  OCS  Lands  Act,  as  amended,  to  assure  protection 
of  our  important  human  and  environmental  values.  As  compared  to  the  draft 
schedule  announced  in  March,  the  revised  schedule  increases  the  number  of  sales 
from  26  to  30  and  provides  for  an  average  of  six  sales  a  year.  On  a  regional  basis. 
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the  revised  schedule  calls  for  six  sales  in  the  Atlantic,  11  in  the  Gulf  of  Mexico,  four 
off  California,  and  nine  off  Alaska. 

I  believe  the  program  which  has  been  put  forward  will  allow  all  regions  of  the 
country  to  contribute  to  energy  supplies  if  economically  recoverable  deposits  of 
hydrocarbons  are  located  off  their  shores,  and  to  share  in  the  environmental  risks  of 
development. 

President  Carter  in  his  April  5  Energy  Message  emphasized  the  importance  of 
enhanced  production  from  the  OCS  in  order  to  reduce  reliance  on  insecure  and 
expensive  imports.  The  gas  lines  we  have  all  experienced  recently  only  serve  to 
highlight  the  significance  of  this  directive.  To  respond  to  the  President  and  to  the 
energy  situation,  earlier  consideration  has  been  provided  for  Alaskan  frontier  area 
sales  where  the  resource  potential  is  believed  to  be  high.  Changes  in  scheduling  off 
the  lower  48  States  are  primarily  directed  at  increasing  our  ability  to  respond  to  the 
findings  of  exploration  resulting  from  prior  sales. 

The  Department  of  Energy  has  been  very  helpful  in  ensuring  the  proper  link 
between  Federal  energy  leasing  policy  and  overall  national  energy  policy.  In  addi- 
tion to  providing  guidance  on  national  energy  policy  and  overall  national  energy 
requirements,  DOE  examined  possible  constraints  on  OCS  production  from  the 
viewpoint  of  regional  energy  demand  and  supply  and  concluded  there  are  no  con- 
straints on  OCS  production  resulting  from  these  considerations.  DOE  also  concluded 
that  availability  of  transportation  facilities  should  not  affect  leasing  plans  off  the 
West  Coast  or  Alaska.  This  has  allowed  us  to  select  areas  for  leasing  from  the 
perspective  of  the  national  energy  picture,  rather  than  being  limited  by  regional 
requirements.  In  terms  of  the  final  OCS  production  goals  provided  to  us  by  DOE, 
estimates  using  DOE  models  indicate  that  we  will  be  meeting  approximately  90 
percent  of  the  oil  goals  and  95  percent  of  the  gas  goals.  We  are  pleased  that  our 
proposal  is  estimated  to  achieve  production  as  close  to  the  DOE  goals  as  this,  which 
is  well  within  the  DOE  model  error  given  the  inherent  uncertainty  surrounding 
estimates  of  this  type. 

From  a  quick  review  of  the  program,  you  can  see  that  we  have  placed  major 
emphasis  on  the  Alaskan  frontier  areas  where  the  hydrocarbon  prospects  are  most 
promising.  Both  the  Geological  Survey  and  the  oil  and  gas  industry  place  great  hope 
in  the  Alaskan  frontier  areas,  particularly  the  Beaufort  Sea  and  the  areas  which 
form  the  Bering  Sea  Shelf.  In  establishing  sale  dates  for  these  areas,  careful  atten- 
tion has  been  directed  at  the  availability  of  environmental  and  geotechnical  data. 

We  have  solicited  the  support  of  other  Cabinet  officials  to  ensure  that  the  Federal 
Government  meets  its  OCS  responsibilities  in  a  coordinated  fashion.  We  believe  we 
have  an  obligation  to  the  people  of  Alaska  to  use  all  the  resources  and  authorities 
available  to  us  to  ensure  that  their  quality  of  life  is  not  adversely  affected  by  the 
leasing  program.  The  authorities  provided  to  us  under  amendments  to  the  OCS 
Lands  Act  will  certainly  help  to  achieve  that. 

As  part  of  the  decision  process  on  the  five-year  program,  an  environmental 
statement  is  being  prepared.  Under  our  current  timetable,  the  draft  statement  will 
be  released  in  August  of  this  year,  with  the  final  statement  being  available  in 
January  1980.  The  results  of  the  draft  environmental  statement  will  be  considered 
in  the  preparation  of  the  proposed  final  leasing  program,  which  will  be  transmitted 
to  the  Congress  and  the  President  later  this  year.  The  results  of  the  final  environ- 
mental statement  will  be  considered  in  Secretary  Andrus'  decision  on  approval  of 
the  final  program. 

In  summary,  I  believe  the  proposed  program  will  permit  the  oil  and  gas  resources 
of  the  OCS  to  be  developed  in  a  manner  which  will  help  to  reduce  our  nation's 
costly  reliance  on  imported  oil.  I  believe  that  with  the  extensive  authorities  pro- 
vided under  the  1978  amendments  to  the  OCS  Lands  Act,  such  a  program  can  be 
carried  out  with  full  regard  for  the  protection  of  the  environment  and  full  participa- 
tion by  affected  coastal  States.  The  Department  will  continue  its  policy  of  working 
closely  with  the  affected  States  and  other  Federal  agencies  with  OCS  responsibil- 
ities. 

One  of  the  Federal  agencies  we  will  be  working  most  closely  with  is  the  Depart- 
ment of  Energy.  As  I  mentioned  earlier,  the  DOE  production  goals  and  guidance  on 
national  energy  policy,  regional  energy  markets,  and  energy  transportation  systems 
were  most  helpful  to  us  in  preparing  the  proposed  five-year  OCS  program  you  have 
before  you. 

Our  view  of  production  goals  is  that  they  are  "first  among  equals" — that  is,  that 
we  will  do  all  we  can  in  our  energy  leasing  programs  to  meet  national  energy  needs. 
This  is  reflected  in  our  MOU  with  DOE,  in  repeated  public  statements  by  Secretary 
Andrus,  myself,  and  other  Interior  officials,  and  in  our  proposed  OCS  five-year 
leasing  program.  We  believe  that  our  agreement  with  DOE  on  production  goals — 
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which  is  not  based  on  any  statutory  requirement  but  rather  on  agreement  between 
the  two  agencies  that  goals  are  a  valuable  guide  to  leasing — is  working.  The  process 
is  in  place  and  will  not  be  expedited  by  development  and  promulgation  of  separate 
regulations  by  the  two  Departments  as  suggested  by  GAO. 

With  regard  to  regulations  and  general  leasing  responsibilities,  we  are  working 
with  DOE  to  put  in  place  the  substantive  rules  and  procedural  relationships  needed 
to  carry  out  leasing  programs  expeditiously.  GAO  reports  that  these  coordination 
efforts  are  not  working  smoothly.  My  own  view  is  that  we  are  making  considerable 
progress  in  what  is  a  very  thorny  area.  The  matters  that  require  our  joint  attention 
and  approval  are  extremely  complex,  technologically,  legally,  and  administratively. 
The  regulations  at  issue  have  serious  economic  implications  not  only  for  the  indus- 
tries involved  but  for  the  nation.  The  types  of  relationships  we  are  striving  to  set  up 
are  not  ordinarly  seen  in  the  operation  of  Federal  programs.  I  believe  we  must 
make  these  relationships  work  and  that,  with  a  lot  of  effort,  we  are  doing  so.  The 
careful  groundwork  we  are  laying  now  will  pay  off  in  terms  of  workable  arrange- 
ments and  sound  policy  outcomes  in  the  years  ahead. 

Mr.  Joseph.  I  would  like  to  make  a  couple  of  comments  before  we 
proceed. 

I  heard  reference  this  morning  to  the  kind  of  time  in  which  we 
live.  It  seems  appropriate  to  rephrase  Dickens  and  say  that  it  is  not 
the  best  of  times  nor  is  it  the  worst  of  times. 

Mr.  Chairman,  the  issue  is  not  whether  or  not  there  is  tension 
between  the  Department  of  Interior  and  the  Department  of  Energy 
but  whether  or  not  the  tension  that  exists  is  creative  and  construc- 
tive. Congress  rightly  recognized  the  difference  of  mandate  between 
the  two  Departments.  The  Department  of  Interior  operates  under 
guidance  of  the  Mineral  Leasing  Act,  the  OCS  Lands  Act,  the 
Endangered  Species  Act,  the  Federal  Land  Policy  Management 
Act,  the  Marine  Mammals  Protection  Act,  the  National  Environ- 
mental Protection  Act,  to  name  a  few.  We  are  a  multiple  purpose 
agency.  We  serve  diverse  constituencies.  We  must  determine  the 
national  interest  among  competing  claims.  Environmental  protec- 
tion is  one  of  those  mandates.  It  is  not  the  only  one. 

I  would  suggest,  Mr.  Chairman,  that  the  GAO  conclusions  are 
premature.  Of  course,  there  is  likely  to  be  turf  consciousness.  One 
would  have  to  be  naive  to  assume  that  a  new  department  would  be 
created,  and  there  would  not  be  some  sensitivity  between  it  and  the 
existing  department.  But  it  is  the  role  of  those  of  us  who  are  policy 
officials  to  insure  that  the  public  interest  is  paramount. 

Secretary  Andrus  and  I  have  sought  to  do  that. 

The  second  point,  Mr.  Chairman,  is  on  the  OCS  program.  When 
Secretary  Andrus  and  I  arrived  in  1977,  we  announced  a  schedule. 
We  said  that  we  were  going  to  stay  on  that  schedule  and  we  have 
kept  our  promise.  There  have  been  no  significant  delays.  There  has 
only  been  one  delay  from  litigation,  and  that  was  the  Georges  Bank 
sale.  Why?  The  reason  we  have  been  able  to  stay  on  schedule  is 
because  we  have  been  committed  to  it.  We  have  been  committed  to 
meeting  the  development  needs  of  the  Nation  while,  at  the  same 
time,  protecting  the  environment.  We  have  worked  with  industry. 
We  have  worked  with  the  Governors.  We  have  worked  with  inter- 
est groups  and  we  were  able  for  the  first  time  to  move  into  a 
frontier  area  without  litigation. 

My  final  point  regards  production  goals.  Let  me  reiterate  that 
the  Department  of  Interior  is  not  in  fundamental  conflict  with  the 
Department  of  Energy's  goals.  We  have  met  those  goals.  We  were 
guided  by  DOE's  goals  in  developing  our  5-year  plan. 

[DOI  June  18,  1979,  5-year  OCS  leasing  program  follows:] 
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United  States  Department  of  the  Interior 

OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.     20240 


JW 


1979 


Honorable  John  M.  Murphy 
Chairman,  Select  Conmittee  on 

Outer  Continental  Shelf 
House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

As  required  by  Section  18  of  the  OCS  Lands  Act,  as  amended,  today  I 
have  submitted  to  the  Congress  my  proposed  5-year  OCS  leasing  program. 
Ten  copies  of  the  submission  are  enclosed  for  your  use. 

If  there  is  anything  we  can  do  to  aid  you  in  your  review  of  the  program, 
please  do  not  hesitate  to  call  on  us.  We  would  be  pleased  to  assist 
you  in  any  way  that  we  can. 


Sincerely, 


SECRETARY 


Enclosures 
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United  States  Department  of  the  Interior 

OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.     20240 


JUN  X  fc  1979 

Honorable  Thctnas  P.  O'Neill,  Jr. 
Speaker  of  the  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Speaker: 

Section  18  of  the  OCS  Lands  Act,  as  amended,  requires  the  preparation  of 
a  5-year  leasing  program.  According  to  the  statute,  I  am  to  suhmit,  by 
June  18,  1979,  a  proposed  leasing  program  to  the  Congress,  the  Attorney 
General,  and  the  Governors  of  the  affected  States.  This  letter  constitutes 
my  submission  of  the  program. 

Section  18(a)  of  the  Act  establishes  the  content  of  the  leasing  program. 
Specifically,  it  requires  that  the  program  consist  of  a  schedule  of 
proposed  lease  sales  indicating,  as  precisely  as  possible,  the  size, 
timing,  and  location  of  leasing  activity  v*iich  I  determine  will  best 
meet  national  energy  needs  for  the  5-year  period  follcwing  approval  of 
the  program.  Section  18(b)  adds  the  requirement  that  the  program 
include  certain  estimates  of  appropriations  and  staff. 

Attachment  1  is  a  schedule  showing  the  location  by  area  and  timing  of 
the  sales  in  my  proposed  program  which  are  planned  for  the  period  March 
1980  through  February  1985.  The  schedule  also  shews  the  pre-sale  planning 
steps  leading  to  a  final  decision  on  each  of  the  proposed  sales.  While 
the  1979  column  does  not  include  the  proposed  sales  which  are  scheduled 
for  this  year,  they  are  proceeding  on  schedule:  sale  48,  southern 
California,  June  1979;  sale  58,  Gulf  of  Mexico,  July  1979;  sale  42,  North 
Atlantic,  October  1979;  sale  58A,  Gulf  of  Mexico,  Novatiber  1979;  Federal/State 
joint  sale  in  the  Beaufort  Sea,  December  1979. 

Attachment  2  contains  two  m^s  showing  the  general  leasing  areas  vrfiere 
the  sales  on  the  proposed  program  will  be  considered.  Attachment  3  is  a 
listing  of  possible  sale  sizes.  More  precise  descriptions  of  size  and 
location  of  possible  sales  will  be  available  vdien  the  planning  for  them 
gets  underway. 

Attachment  4  contains  estimates  of  appropriations  and  staff  for  four 
specific  activities  as  required  by  section  18 (b) .  Because  the  four 
activities  do  not  cover  all  the  costs  of  the  program,  we  have  added  a 
fifth  activity  covering  the  remaining  costs  so  that  you  and  others  can 
see  what  the  total  costs  are  estimated  to  be  over  the  5-year  period. 
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This  letter  and  the  four  attachments  mentioned  above  constitute  my 
proposed  leasing  program  as  specified  in  the  Act. 

Section  18(c)  (2)  requires  that  vrfien  I  sutmit  my  proposed  program  to  the 
Congress,  it  be  acconpanied  by  copies  of  certain  correspondence  betaveen 
the  Governors  of  affected  States  and  me.  This  correspondence  is  being 
conpleted  and  will  be  sent  to  you  in  a  few  days. 

Section  18(a) (2)  of  the  Act  requires  that  in  preparing  the  proposed 
program,  I  consider  eight  factors.  When  I  send  you  the  correspondence 
with  the  Governors,  I  will  also  send  you  a  staff  marorandum,  and  its 
attachments,  discussing  the  required  factors  and  other  elements  involved 
in  my  decision. 

I  have  determined  that  the  best  way  for  the  OCS  leasing  program  to  meet 
the  energy  needs  of  the  nation  is  to  adopt  a  schedule  of  proposed  sales 
that  provides  for  a  mixture  of  lease  sales  among  proven  oil  and  gas 
producing  areas  and  frontier  areas.  This  coverage,  coupled  with  my   firm 
determination  to  proceed  in  a  manner  that  protects  the  human,  marine  and 
coastal  environments  fron  undue  risk  and  harm,  has  led  me  to  propose  a 
5-year  program  with  30  sales  plus  a  contingency  sale.  On  a  regional 
basis,  the  proposed  schedule  calls  for  six  sales  in  the  Atlantic,  11  in 
the  Gulf  of  Mexico,  four  off  California,  and  nine  off  Alaska.  The 
contingency  sale  is  in  the  Gulf  of  Mexico.  Subsequent  events,  such  as 
the  deletion  of  another  sale,  will  determine  whether  the  contingency 
sale  will  be  held  as  indicated,  held  at  scroe  other  time  during  the  5- 
year  period,  deleted,  or  postponed  until  after  Fdaruary  1985. 

There  are  several  important  aspects  of  the  proposed  schedule  which  I  would 
like  to  enphasize: 

—  In  developing  the  proposed  schedule,  I  have  considered  the 
availability  of  environmental,  geologic  and  other  information  important 
to  making  sale  decisions.  I  would  be  the  first  to  agree  that  there  are 
differences  among  experts  about  the  precise  nature  and  timing  of  needed 
information.  However,  I  am  convinced  that  with  the  improveinents  we  have 
made  in  the  design  of  the  environmental  studies  program,  with  our  improved 
record  of  cooperation  with  affected  coastal  States,  and  with  our  inproved 
managarient  of  offshore  activities,  we  can  start  planning  for  the  sales 

I  am  proposing  with  a  high  degree  of  confidence. 

—  The  proposed  program  is  corpatible  with  the  OCS  production  goals 
that  were  developed  for  us  by  the  Department  of  Energy.  Thus,  it  has  a 
strong  link  with  national  energy  policy. 

—  The  proposed  program  provides  for  an  equitable  sharing  of  develop- 
ment benefits.  Hydrocarbon  supplies,  if  found  in  conmercial  quantities  on 
the  OCS,  can  generally  be  transported  to  deraand  areas,  according  to  the 
Department  of  Energy.  Thus,  DOE  has  concluded  that  regional  markets 
will  not  constrain  OCS  production.  That  is,  because  of  the  efficiency  of 
oil  and  gas  transport,  the  use  of  produced  hydrocarbons  fron  the  OCS  is 
not  limited  to  only  those  areas  adjacent  to  the  production. 
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—  The  proposed  program  provides  for  an  equitable  sharing  of  environ- 
mental risks  since  all  offshore  regions  will  be  expected  to  contribute 
supplies  if  econonically  recoverable  discoveries  are  made. 

—  I  have  considered  the  laws,  goals,  and  policies  of  affected 
States,  including  coastal  zone  managanent  programs  where  they  are  approved. 
I  do  not  believe  that  there  are  any  laws,  goals,  or  policies  or  coastal 
zone  management  programs  which  would  preclude  the  initiation  of  planning 
for  any  sales  on  the  proposed  program.  There  are,  certainly,  differences 
of  opinion  with  sane  States  about  the  timing  of  some  potential  sales, 

but  I  believe  that  the  concept  of  equitable  sharing  of  benefits  and 
risks  requires  that  the  start  of  planning  not  be  precluded.  After  the 
planning  is  coipleted,  I  will  be  in  a  better  position  to  decide  v^iether 
the  sale  should  go  forward  or  not,  if  certain  areas  should  be  precluded 
fran  leasing,  or  if  special  lease  terms  and  conditions  are  required  to 
provide  extra  protection  to  particular  environmental  values  or  resource  uses. 

—  The  frontier  area  sales  have  been  selected  in  order  to  maximize 
the  chances  of  discovering  hydrocarbons.  This  means  scheduling  a  number 
of  first-ever  sales  off  Alaska,  where  there  is  a  general  consensus  that 
the  potential  is  high.  In  regard  to  Alaska,  I  have  designated  a  new 
leasing  area  north  of  the  Alaska  Peninsula  and  Unimak  Island  that  is 
south  of  56°  30'  North  latitude  and  east  of  165°  West  longitude.  This 
area,  the  North  Aleutian  Shelf,  was  designated  in  order  to  start  the 
consideration  of  this  highly  prospective  location  and  at  the  same  time 
provide  protection  for  the  exceptional  marine  resources  in  adjacent 
areas. 

—  With  respect  to  the  tvro  sales  proposed  off  California  in  1984 

and  1985,  I  have  not  specified  their  location  among  the  California  leasing 
regions.  This  is  because  I  expect  that  drilling  of  leased  tracts  and 
tracts  soon  to  be  leased  may  provide  important  information  that  will 
help  us  to  better  locate  sales  at  a  later  date. 

As  you  may  know,  my  proposed  schedule  differs  in  seme  respects  from  the 
draft  schedule  that  I  asked  the  Governors  to  review  in  March.  It  includes 
four  more  sales  over  the  5-year  period,  it  is  more  corpatible  with  the 
Department  of  Energy's  production  goals,  and  it  provides  for  earlier 
exploration  of  frontier  areas  to  iir^rove  the  chances  for  discovering 
important  new  domestic  supplies  of  oil  and  gas.  The  tools  provided  to 
me  by  the  Outer  Continental  Shelf  Lands  Act  Amendments  of  1978  give  me 
the  basis  for  proposing  a  program  of  this  level. 

In  implementing  the  program,  timely  developnent  will  continue  to  be  a 
cornerstone.  Lessees  will  be  expected  to  coiplete  sufficient  exploration 
so  that  if  conditions  warrant,  a  good  start  can  be  made  toward  beginning 
production  within  the  primary  term  of  the  lease.  It  may  be  necessary  to 
consider  a  longer  than  5-year  primary  term  in  some  new  frontier  areas, 
perhaps  up  to  10  years  as  is  permitted  by  the  1978  Amendments  to  the  OCS 
Lands  Act. 
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The  new  5-year  program  is  not  yet  final.  The  law  requires  several  itore 
steps  before  I  approve  it  early  in  1980.  Also,  I  have  decided  to  prepare 
an  environmental  impact  statement  on  the  proposed  schedule.  Under  our 
current  timetable,  the  draft  statement  will  be  released  in  August  of 
this  year,  and  the  final  statement  in  January  of  next  year  before  I 
finally  approve  the  program. 

I  believe  that  it  is  in  the  interest  of  the  nation  to  proceed  with  the 
proposed  program.  In  order  to  provide  the  opportunity  for  us  to  do  so, 
I  have  agreed  to  fsermit  sane  of  the  early  planning  steps  to  take  place 
before  the  final  environmental  statement  is  cotipleted  and  the  program  is 
approved  in  1980.  These  steps  can  be  seen  in  the  attached  schedule.  I  want 
to  assure  you,  however,  that  the  start  of  planning  is  not  an  irrevocable 
ccxTtnitment  to  lease  sales.  If  the  continuing  reviews  and  ccttments  shcM 
that  it  is  in  the  national  interest  to  change  the  timing  of  a  proposed 
sale,  I  will  certainly  do  so. 


SECRETARY 
Enclosures 


110 


ATTACHMENT  1 
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ATTACHMENT  3 
June  1979 


PCS  Leasing  Program 
Size  of  Potential  Sales 


Area 

North  Atlantic 

Mid-Atlantic 

South  Atlantic 

Blake  Plateau 

Gulf  of  Mexico 

Southern  California  1/ 

Central  and  Northern  California 

California 

Gulf  of  Alaska 

Cook  Inlet 

Kbdiak 

North  Aleutian  Shelf 

St.  George  Basin 

Navarin  Basin 

Norton  Basin 

Chxakchi  Sea 

Beaufort  Sea 


Potential  Size 

(millions  of  acres) 

0.8 

0.8 

0.6 

0.8 

1.0 

0.8 

0.8 

0.8 

0.8 

0.8 

1.0 

1.0 

1.0 

1.0 

0.6 

0.6 

0.6 


1/  Includes  Santa  Barbara  Channel. 
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AITACHMEUT  4 
June  1979 


Estimated  Ai^ropriations  and  Staff  Reqviirements 

for 
Proposed  5-Year  Leasing  Program 


Format 


The  following  table  provides  estimates  of  appropriations  and  full-time 
permanent  staff  (FTP)  necessary  to  support  the  proposed  leasing  program. 
It  should  be  noted  that  this  is  an  initial  estimate  and  has  not  been 
evaluated  throvigh  either  internal  or  Office  of  Management  and  Budget 
processes  and  is  subject  to  refinement. 

Ihe  data  are  displayed  in  accordance  with  section  18(b)  of  the  OCS  Lands 
Act,  as  amended,  which  requires  estimates  of  foirr  specific  activities. 
In  addition,  a  general  category,  General  Administrative  Activities,  was 
added  to  cover  those  costs  not  specifically  required  by  section  18(b) , 
but  necessary  in  order  to  fully  reflect  the  cost  of  managing  the  program. 
Ihese  five  categories  of  activities  are  described  below. 

1.  Obtain  resource  information  and  any  other  information  required  to 
prepare  the  leasing  program  (18(b)(1)).   This  includes  the  work  performed 
by  the  USGS  in  preparing  regional  oil  and  gas  resource  assesanents  and 
tract-specific  evaluations  of  cannon  depth  point  and  high  resolution 
seJsmicdata.  Also  included  is  the  biological  resource  information  pro- 
vided by  FWS. 

2.  Analyze  and  intepret  exploratory  data  and  any  other  information  that 
may  be  acquired  under  the  OCS  Lands  Act,  as  amended  (18(b)(2)).  This 
activity  covers  the  USGS  operation  of  the  OCS  oil  and  gas  information 
prc^ram  mandated  by  the  OCS  Lands  Act,  as  amended. 

3.  Conduct  environmental  studies  and  prepare  environmental  statements 
(18(b)(3)).  This  activity  includes  contract  costs  for  the  BLiI  environ- 
mental studies  progi-am  (e.g.,  socio-economic,  endangered  species,  resource 
conflicts).  For  the  BIM,  the  figures  also  include  $2.0  million  and  51 
FTP'S  in  each  year  for  the  preparation  of  environmental  statanents  which 
in  the  standard  bvidget  presentation  are  not  included  with  the  environ- 
mental studies  program.  The  remaining  FTP's  (50  for  each  year)  are  for 
the  support  of  the  environmental  studies  program,  appropriations  for 
which  are  included  in  the  activity.  General  Administrative  Activities. 

USGS  funds  and  staff  are  used  for  regional  assessments  of  geologic  hazards 
used  in  sunmary  reports  prepared  prior  to  the  call  for  nominations  and 
ccnments,  more  detailed  analyses  of  geologic  hazards  and  oil  spill  tra- 
jectory analysis  used  in  the  environmental  statements  prepared  for  poten- 
tial sales,  and  for  the  preparation  of  development-stage  environmental 
statanents. 
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4.  Supervise  lease  operations  (18(b)(4)).  This  is  a  function  of  the 
USGS.  It  involves  review  of  drilling,  production  and  pipeline  plans  and 
operations,  inspections  of  rigs  and  platforms  to  insure  safety  and  can- 
pliance  with  regulations,  and  naintenance  of  royalty  accounts. 

5.  General  actninistrative  activities.  For  the  BUi,   exanples  of  general 
administrative  activities  include:  the  call  for  noninations  and  cannents, 
tentative  tract  selection,  pviblic  hearings  on  environmental  statements, 
preparation  of  decision  documents,  support  of  the  environmental  studies 
prc^ram;  post-sale  analysis  of  bids;  support  of  the  Intergovernmental 
Planning  Program  for  Leasing,  Transportation  and  Facilities  Siting;  and 
analysis  and  approval  of  rights-of-way  applications. 

Examples  of  GS  activities  include  anal5rtical  support  and  participation 
in  most  of  the  steps  and  activities  mentioned  in  the  preceding  paragraph, 
and  special  support  activities  such  as  estuarine  and  coastal  geologic 
investigations  related  to  onshore  inpacts  of  CCS  development. 

The  Fish  and  Wildlife  Service,  the  Office  of  the  Solicitor  and  the  Office 
of  OCS  Program  Coordination  all  participate  in  the  management  of  the  OCS 
program  and  all  their  costs  are  included  in  this  activity  other  than  the 
gathering  and  analyzing  resource  information  by  FV!S. 

Occasionally,  other  organizational  units  of  the  Department  of  the  Interior, 
such  as  the  National  Park  Service  and  the  Bureau  of  Indian  Affairs  parti- 
cipate in  the  OCS  program.  However,  since  they  do  not  have  a  continuing 
role  and  do  not  have  specific  staff  and  financial  resovirces  dedicated 
to  the  managanent  of  the  OCS  prc^ram,  estimates  for  them  are  not  included 
in  this  analysis. 

Assumptions 

The  costs  of  the  OCS  program  are  a  function  of  many  variables,  the  roost 
inpDrtant  of  which  are  the  number  and  geographic  distribution  of  sales 
in  any  year  and  over  the  five-year  schedule,  and  the  type  and  extent  of 
workload  generated  by  a  sale  in  a  specific  area.  These  cost  estimates 
have  been  prepared  using  past  experience  in  the  program,  e.g.,  know- 
ledge of  data  needed  to  support  the  program,  the  costs  and  timing  of  data 
acquisition  and  average  workload  generated  by  a  sale,  the  resoiirces 
needed  to  supervise  lease  operations,  as  general  guidelines.  The  bureaus 
can  estimate  frcm  past  experience  what  is  likely  to  be  required  to  support 
a  sale  in  a  particular  sale  area.  For  example,  in  Alaska,  high  resolution 
seismic  data,  acquired  \inder  contract,  can  cost  up  to  twice  as  much  as 
high  resolution  seianic  data  in  the  Mid-Atlantic;  a  development  plan  for 
a  Gulf  of  Mexico  lease  would  be  expected  sooner  after  the  lease  is 
awarded  than  one  for  a  North  Atlantic  lease;  weather  conditions  might 
seriously  affect  the  environmental  studies  program  in  Alaska  whereas  off 
the  lower  48  states  weather  conditions  would  not  be  as  serious  a  con- 
straint on  data  gathering.  Costs  of  supervising  are  particularly  subject 
to  uncertainty  since  they  depend  on  the  level  of  exploration,  development 
and  production  activities  which  will  result  during  the  5-year  period,  both 
fran  sales  on  the  proposed  schedule  and  fran  earlier  sales. 
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CcmparisoD  with  FY  1980  Budget 

The  PY  1980  budget  presently  funds  the  OCS  leasing  program  at  $130.1 
million  and  1,479  FIP's.  Specific  funding  is  as  follows: 


$  Millions 

h'W 

USGS 

81.2 

1,227 

BTM 

48.0 

228 

FUS 

.3 

6 

OCS  Coordination 

.5 

10 

SOL 

.3 

8 

130.3      1,479 

$34.7  million  of  ELM  OCS  budget  and  $5.7  million  of  USGS  OCS  budget  is 
for  environmental  studies. 
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Mr.  Joseph.  Our  function  is  to  lease  as  much  as  is  administra- 
tively possible  given  our  multiple  use  mandate,  and  our  5-year  OCS 
schedule  meets  that  objective.  We  are  within  the  margin  of  error 
for  the  model  of  the  type  used  by  DOE. 

The  point  is,  Mr.  Chairman,  that  we  have  met  the  production 
goals.  The  regulations  that  DOE  is  developing  and  upon  which  we 
have  had  discussions  are  about  to  be  published,  and  we  feel  that 
the  GAO  report  is  premature. 

The  liaison  committee  is  not  working  entirely  smoothly  but  it  is 
working.  It  is  working  despite  the  creative  tensions  which  are  built 
in,  which  I  think  are  constructive. 

Thank  you. 

The  Chairman.  Thank  you,  Secretary  Joseph. 

When  you  say  the  GAO  report  was  premature,  would  you  clarify 
that  for  us,  please? 

Mr.  Joseph.  Mr.  Chairman,  subsequent  events  since  that  report 
was  written  have  demonstrated  that  we  have  been  able  to  meet  the 
production  goals,  that  we  have  been  able  to  complete  the  discus- 
sions on  the  regulations  that  GAO  was  concerned  about,  and  DOE 
is  about  to  publish  those  regulations.  It  is  on  that  basis  that  I  say  it 
is  premature. 

Given  the  fact  that  a  new  department  was  created,  DOE  still  had 
an  opportunity  to  work  out  its  internal  difficulties  in  terms  of 
organizing  itself  and  working  out  the  relationship  with  the  Depart- 
ment of  Interior.  We  think  that  the  timetable  we  are  on  to  resolve 
differences  and  what  might  appear  to  be  ambiguities  is  a  timetable 
to  be  proud  of. 

The  Chairman.  In  the  summer  of  1978,  according  to  the  GAO 
report,  the  Interior  Department  rejected  DOE's  regulations  on  four 
OCS  alternative  bidding  procedures.  Are  you  aware  of  that? 

Mr.  Joseph.  Yes,  I  am  aware  of  that.  But  we  have  been  holding 
discussions  on  the  regulations.  We  have  based  our  input  on  our 
multiple  use  mandate.  And  we  have  not  caused  a  delay  of  any 
national  energy  policy  and/or  the  implementation  of  any  national 
energy  goals. 

The  Chairman.  Well,  we  have  the  Department  of  Interior  re- 
questing that  0MB  intervene  in  DOE's  issuance  of  their  proposed 
new  bidding  system  regulations.  I  guess  on  Friday,  and  I  do  not 
particularly  equate  our  hearing  today  with  the  meeting  of  the  two 
Secretaries  on  Friday  on  OMB's  rationalizing  of  the  problems  be- 
tween the  two  agencies. 

Would  you  tell  us  what  that  decision  was  and  what  the  rationali- 
zation was? 

Mr.  Joseph.  Mr.  Chairman,  in  the  discussion  of  proposed  regula- 
tion on  alternate  bidding  systems  to  which  you  referred,  there  were 
differences.  But  this  is  the  only  instance  in  which  we  have  had  to 
go  to  another  agency  to  assist  us  in  resolving  those  differences. 
This  is  not  an  unusual  procedure. 

The  Office  of  Management  and  Budget  exists  in  part  to  provide 
that  kind  of  assistance.  We  now  have  an  MOU  which  the  Secretary 
of  the  Interior  and  the  Secretary  of  Energy  have  signed,  and  we 
have  basically  agreed  on  an  approach  to  be  taken. 
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The  Chairman.  But  it  seems  the  GAO  report  stated  that  there 
were  no  significant  coordination  problems  that  were  presented  to 
that  committee  by  the  Departments. 

Mr.  Joseph.  You  are  talking  about  the  Leasing  Liaison  Commit- 
tee? 

The  Chairman.  Yes. 

Mr.  Joseph.  Mr.  Jack  O'Leary  indicated  he  would  be  prepared  to 
submit  a  copy  of  the  agenda  for  the  next  meeting.  I  would  be 
prepared  to  submit  a  copy  for  all  the  previous  meetings  so  that  you 
will  understand  that  we  have  not  been  ceremonial  but  have  had 
substantive  discussions. 

I  did  say  that  it  has  not  worked  entirely  smoothly,  but  it  is 
working.  And  I  am  receptive  to  any  improvement  that  would  make 
it  work  better  and  at  the  meeting  scheduled  for  next  week  we  will 
be  discussing  that. 

The  Chairman.  Mr.  Livingston? 

Mr.  Livingston.  You  were  here  this  morning  and  you  followed 
the  colloquy  between  various  members  of  this  panel  on  the  issue  of 
what  goals  should  be  adopted  between  the  two  agencies.  Certainly 
it  appears  as  if  the  GAO  report,  whether  it  is  premature  or  not, 
certainly  comes  down  on  the  side  that  perhaps  there  is  some  con- 
flict in  interpretation  of  objectives  between  the  Department  of 
Interior  and  the  Department  of  Energy. 

Specifically  the  GAO  implies  that  the  goals  of  production  as  set 
forth  by  the  Department  of  Energy  are  not  necessarily  shared  and 
that  the  interpretation  of  the  entire  objective  of  the  offshore  leas- 
ing program  is  not  necessarily  shared  by  the  Department  of 
Interior. 

How  do  you  view  your  authority  in  offshore  leasing?  What  is  the 
objective?  Certainly  it  is  the  objective  of  the  Department  of  Interior 
to  protect  the  environment,  but  does  that  mean  that  we  should  not 
view  offshore  leasing  an  objective,  an  overall  objective  of  producing 
oil  and  maximizing  that  production? 

Mr.  Joseph.  Congressman,  if  you  notice  in  my  prepared  state- 
ment, I  said  that  we  regard  the  OCS  production  goal  provided  by 
the  DOE  as  first  among  equals.  I  said  in  my  opening  statement 
today  that  we  considered  all  options  in  terms  of  their  ability  to 
meet  DOE's  production  goals.  I  think  that  is  a  clear  statement  of 
how  we  regard  those  goals  and  how  we  use  them. 

In  terms  of  our  authority,  I  cited  a  number  of  acts  under  which 
we  operate,  the  Federal  Land  and  Policy  Management  Act,  the 
Marine  Mammal  Protection  Act,  and  many  others.  We  are  not 
simply  under  the  mandate  of  NEPA.  We  are  under  a  variety  of 
mandates.  We  are  not  simply  concerned  about  environmental  pro- 
tection. We  are  also  concerned  about  meeting  the  Nation's  develop- 
ment needs.  Our  mandate  is  to  preserve  the  public  and  national 
interests.  In  doing  that,  we  operate  on  the  basis  of  standards  that 
have  been  set  in  a  variety  of  acts  which  remind  us  that  we  must 
make  tradeoffs  in  serving  diverse  constituencies.  Very  often  we 
have  to  adjudicate  between  the  competing  claims  of  those  constitu- 
encies. But  our  authority  is  clear.  That  is  to  serve  the  national 
interests. 

Mr.  Livingston.  That  is  all  of  our  responsibility,  Mr.  Joseph.  I 
certainly  share  that  goal. 
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As  you  say,  there  are  tradeoffs  but  we  do  have  to  meet  the 
national  interests. 

I  wonder  how  we  do  that  when  the  Department  of  Energy  comes 
off  with  the  proposed  regulations,  and  the  Department  of  Interior 
does  not  respond  to  them,  or  rejects  their  proposal  and  does  not 
respond  until  only  a  few  weeks  ago. 

Ms.  Ross,  I  see  that  you  would  like  to  comment? 

Ms.  Ross.  Just  briefly.  The  provisions  that  we  are  talking  about, 
first  of  all,  had  to  do  with  bidding  systems  already  in  place  so  the 
fact  that  we  worked  out  arrangements  did  not  hold  up  anything  in 
the  program.  The  bidding  systems  in  question  were  royalty  bidding, 
sliding  scale  royalties,  and  bonus  bidding,  all  of  which  we  have 
presently  in  use.  That  was  the  point  Mr.  Joseph  made  that  we  did 
not  hold  up  any  authority. 

What  we  worked  on  was  how  the  two  agencies  would  work 
together  to  put  in  place  the  systems  established  by  the  regulations. 
As  was  discussed  this  morning,  the  DOE  statute  calls  for  us  to 
provide  the  Secretary  of  Energy  with  our  proposal  for  lease  terms 
and  conditions  for  their  review,  and  they  have  30  days  to  disap- 
prove. The  proposed  regulation  that  we  got  from  DOE  stated  that 
the  Department  of  Energy  would  make  the  determination  on  lease 
terms  and  conditions.  They  just  flatly  said  they  would  not  do  it. 
That  was  not  what  the  statute  provided  for.  We  have  been  working 
with  them  ever  since  to  make  an  arrangement  whereby  we  would 
carry  out  the  provisions  of  the  statute.  We  have  come  to  a  conclu- 
sion, I  think  a  successful  conclusion,  that  calls  for  us  to  provide  a 
proposal  to  DOE  which  they  review.  It  has  taken  us  time  to  get 
there,  but  I  think  the  precedents  are  very  good. 

Mr.  Livingston.  As  you  say,  it  has  taken  some  time,  but  as  I 
understand  it,  the  proposal,  as  admitted  by  Secretary  Andrus  in  his 
letter  of  1977,  I  think  it  was  in  May,  it  is  written  into  the  confer- 
ence report,  provides  that  the  Department  of  Energy  is  the  one 
that  sets  forth  the  leasing  provisions  and  that  you  all  will  come — 
the  financial  restrictions  on  that — that  you  only  comment  on  that, 
that  they  accept  or  reject  your  comments. 

Ms.  Ross.  The  statute  provides  that  the  Secretary  of  the  Interior 
will  provide  to  the  Secretary  of  Energy,  for  review  30  days  prior  to 
his  finally  publishing  terms  and  conditions,  the  terms  he  proposes. 
The  Secretary  of  Energy  will  have  an  opportunity,  if  he  chooses,  to 
disapprove,  and  that  is  what  we  are  doing. 

Mr.  Livingston.  The  Secretary  of  Energy  though  can  cancel  a 
lease  for  financial  reasons.  That  is  not  the  prerogative  of  the 
Secretary  of  the  Interior  or  the  Department  of  the  Interior. 

Ms.  Ross.  Let  me  distinguish  cancellation  which  I  do  not  think 
you  mean. 

The  Secretary  of  Energy  can  disapprove  a  lease  term  or  condi- 
tion that  bears  on  one  of  the  economic  factors  that  he  can  regulate, 
and  if  he  disapproves  we  would  not  be  able  to  grant  that  lease.  He 
would  not  be  able  to  cancel  a  lease  later  on. 

Mr.   Livingston.   That  is  all  the  questions  I  have   right  now. 

The  Chairman.  Mr.  Seiberling? 

Mr.  Seiberling.  Thank  you. 

Secretary  Joseph,  were  you  here  this  morning? 

Mr.  Joseph.  Yes,  I  was. 
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Mr.  Seiberling.  Well,  then,  you  heard  the  colloquy  that  took 
place.  I  am  looking  at  the  language  of  the  GAO  report  which  says, 
regarding  production  goals,  "Energy  developed  OCS  production 
goals  were  provided  to  Interior.  These  goals  were  not  used  in 
developing  the  schedule  announced  by  Interior  in  March  of  1979. 
As  a  result,  no  relationship  exists  between  the  draft  lease  schedule 
and  the  production  goals." 

Is  that  a  correct  statement,  that  these  goals  were  not  used  and 
that  no  relationship  exists  between  the  draft  lease  schedule  and 
the  production  goals? 

Mr.  Joseph.  We  have  to  make  a  distinction  between  the  draft  in 
March  and  the  June  18  schedule.  The  reason  we  have  to  make  that 
distinction  is  that  the  Secretarial  decision  which  was  subsequently 
communicated  to  the  Governors  for  comment  was  arrived  at  in  late 
February,  February  27  if  I  remember  the  exact  date.  We  did  not 
receive  the  official  goals  from  the  Department  of  Energy  until 
March  2.  So,  consequently,  they  were  not  used  in  that  initial  con- 
sideration even  though  there  had  been  some  informal  discussions 
at  the  staff  level,  and  we  were  aware  of  where  they  were  coming 
out.  We  used  them  in  that  way  but  we  did  not  have  official  goals 
from  the  Department  of  Energy  in  developing  the  draft  that  came 
out  March  9. 

Mr.  Seiberling.  Does  the  GAO  report  bring  that  fact  out? 

Mr.  Joseph.  No,  they  did  not. 

Mr.  Seiberling.  Honestly,  I  wonder  what  good  the  GAO  does  if 
they  are  going  to  give  us  incomplete  reports  in  which  key  facts  are 
left  out.  I  consider  their  criticism  of  that  particular  item  to  be 
totally  misleading.  It  gets  back  to  the  question  who  is  going  to 
audit  the  GAO.  I  feel  that  that  tends  to  discredit  a  lot  of  their 
other  recommendations. 

Turning  to  your  prepared  statement,  you  say  on  page  5,  "Our 
view  of  production  goals  is  that  they  are  first  among  equals,  that 
is,  we  will  do  all  we  can  in  our  energy  leasing  program  to  national 
energy  needs." 

That  is  a  rather  general  statement.  We  will  do  all  we  can.  Is  it 
your  interpretation  of  that  statement  that  you  are  inhibited  by  the 
other  constraints  that  you  are  supposed  to  recognize  and  that  that 
affects  what  you  can  do  in  terms  of  energy  leasing? 

Mr.  Joseph.  I  started  out  by  saying  we  have  a  variety  of  man- 
dates. Given  those  mandates,  which  have  to  do  with  protection  of 
the  environment,  concern  about  marine  mammals,  concern  about 
fisheries,  concern  about  onshore  impacts,  we  will  do  everything  we 
can  to  meet  the  goals  that  are  proposed  by  the  Department  of 
Energy  within  the  context  of  other  requirements  placed  upon  us  by 
Congress. 

Mr.  Seiberling.  Do  you  agree  with  Secretary  O'Leary  that  under 
the  statute,  in  the  event  of  a  disagreement  as  to  the  Department  of 
the  Interior's  position  with  respect  to,  say,  environmental  protec- 
tion, terms  and  conditions,  the  President  can  override  the  Secre- 
tary of  the  Interior? 

Mr.  Joseph.  Congressman,  that  goes  to  a  question  of  the  Secre- 
tary of  the  Interior  working  for  the  President.  There  certainly  is  a 
sense  in  which  the  Secretary  takes  cues  from  the  President.  But  let 
me  say  that  in  the  initial  letter 


55-419   O   -    80   -   pt.2 


122 

Mr.  Seiberling.  It  is  one  thing  to  say  the  Secretary  will  take 
cues  from  the  President,  but  if  the  Secretary  does  not  agree,  who 
has  the  final  say-so  under  the  statute  in  your  opinion? 

Mr.  Joseph.  The  statute  says  the  Secretary  does,  but  the  Secre- 
tary serves  at  the  pleasure  of  the  President.  I  am  not  a  lawyer  so  I 
am  not  quite  sure  what  lawyers  would  conclude  regarding  Presi- 
dential authority  when  the  statute  refers  specifically  to  the 
Secretary. 

Mr.  Seiberling.  Maybe  it  will  never  come  to  that. 

Mr.  Joseph.  I  would  say  that  up  to  now  it  has  not.  I  notice  Jack 
O'Leary  referred  to  this  point.  We  would  hope  that  we  could  work 
out  our  differences  between  the  two  departments,  and  certainly 
when  the  two  Secretaries  get  together  as  they  did  last  Friday,  that 
they  can  work  out  differences  that  the  rest  of  us  cannot  reconcile. 

Mr.  Seiberling.  Do  you  agree  that  the  joint  committee's  role,  the 
liaison  committee,  is  ceremonial? 

Mr.  Joseph.  No,  I  do  not. 

Mr.  Seiberling.  Then  you  and  Mr.  O'Leary  both  agree  that  it 
has  an  actual  operative  function? 

Mr.  Joseph.  All  one  has  to  do  is  look  at  the  agenda  for  previous 
meetings  and  the  one  which  we  established  for  the  next  meeting, 
and  one  will  see  that. 

Mr.  Seiberling.  In  the  statement  that  Mr.  McCullough  gave  us, 
he  lists  some  recommendations  for  improvements  in  coordination. 
The  first  one  is  that  the  Secretaries  of  Energy  and  Interior  issue 
compatible  regulations  on  production  goals  that  clearly  define  the 
goal  that  is  the  primary  component  and  that  this  be  issued  by 
January  1,  1980.  Does  the  Interior  Department  agree  to  that 
recommendation? 

Mr.  Joseph.  We  do  not.  I  will  note  that  both  DOE  and  DOI  agree 
that  no  regulations  are  necessary. 

Mr.  Seiberling.  What  are  they  going  to  use  in  place  of  regula- 
tions? 

Mr.  Joseph.  We  have  a  memorandum  of  understanding  which  we 
carefully  worked  out.  As  I  said  initially,  there  have  been  tensions, 
but  I  think  there  have  been  constructive  tensions,  and  we  believe 
this  memorandum  of  understanding  will  serve  as  the  guidance  we 
need. 

Mr.  Seiberling.  The  second  recommendation  is  that  Energy  pub- 
lish an  analysis  of  each  lease  schedule  announced  by  Interior  and 
then  apply  the  protection  impact  on  needs  and  the  alternative 
resources  needed  if  Energy's  production  goals  cannot  be  met  by  the 
schedule. 

Do  you  agree  with  that  recommendation? 

Mr.  Joseph.  I  do  not  have  any  particular  problems  with  that. 

Mr.  Seiberling.  Their  third  recommendation  is  that  the  Energy 
Department  take  positive  steps  to  begin  issuing  regulations  man- 
dated by  the  organization. 

How  do  you  feel  about  that? 

Mr.  Joseph.  We  will  work  and  are  working  with  DOE  to  expedite 
issuance  of  those  regulations. 

Mr.  Seiberling.  And  they  recommend  that  the  regulations  be 
developed  no  later  than  January  1,  1981,  with  any  disagreements 
resolved  during  the  30-day  formal  comment  period? 
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Mr.  Joseph.  I  do  not  have  any  problems  with  that.  That  sounds 
Hke  a  reahstic  goal. 

Mr.  Seiberling.  I  take  it  that  your  view  is  that  regulations  on 
production  goals  are  not  mandated  by  the  act? 

Mr.  Joseph.  Yes.  This  would  be  an  extraordinary  interagency 
procedure.  We  think  the  traditional  procedure  of  an  MOU  is  a  good 
one. 

Mr.  Seiberling.  That  certainly  fits  with  my  reading  of  the  act, 
but  that  would  not  say  anything  about  regulations,  anything  on 
production  goals,  though  it  does  refer  to  regulation  setting  rate  of 
production  for  Federal  leases. 

Is  it  your  view  that  that  includes  production  goals,  general  pro- 
duction goals? 

Mr.  Joseph.  Rates  of  production  refer  to  the  MER  on  a  particular 
well. 

Mr.  Seiberling.  That  is  what  I  thought  it  meant  but  there  was 
some  interpretation  made  by  GAO  that  that  was  the  basis  for 
determining  production  goals.  I  did  not  so  read  it. 

Mr.  Joseph.  The  basis  for  DOE's  involvement  in  production  goals 
comes  from  the  letter  of  agreement  which  Secretary  Andrus  quoted 
in  his  letter  to  the  committee  chairman,  ad  we  have  worked  with 
them,  even  though  there  is  no  statutory  requirement.  We  have  said 
that  we  will  be  guided  by  their  production  goals. 

Mr.  Seiberling.  Do  you  feel  that  the  statute  is  sufficiently  clear 
or  that  it  needs  to  be  clarified? 

Mr.  Joseph.  I  think  it  is  sufficiently  clear. 

Mr.  Seiberling.  Thank  you  very  much.  I  think  that  this  has 
contributed  to  our  understanding  of  the  situation.  I  am  gratified 
that  both  you  and  Mr.  O'Leary  feel  that  things  are  moving  along 
and  that  it  is  not  as  bleak  as  the  GAO  report  portrayed  it  to  be. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Lewis? 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

It  is  very  interesting  to  me  to  see  what  appears  to  be  a  contrast 
between  what  I  understood  to  be  competition  and  turf  problems 
between  two  departments  and  to  note  today  this  almost  love  fest 
that  is  going  on  which  demonstrates  more  cooperation  than  I 
thought  possible  between  two  agencies. 

I  want  to  compliment  you  on  the  movement  of  the  5-year  lease 
schedule.  I  think  in  view  of  the  atmosphere  out  there,  that  kind  of 
response,  is  very  healthy.  You  have  referred  a  number  of  times  to 
the  fact  that  your  agency  has  a  broad  array  of  responsibilities  and 
therefore  in  terms  of  staff  implementation  and  the  like,  you  are 
moving  ahead  as  expeditiously  as  possible  with  lease  sales.  In  a 
general  sense,  in  a  broad  sense,  I  would  like  to  have  you  indicate  to 
the  committee  what  would  be  needed  by  you  if  you  were,  upon  the 
direction  of  this  committee  or  otherwise,  to  work  at  adding  one  sale 
to  your  schedule.  What  kind  of  increased  staff  and  load? 

Mr.  Joseph.  Mr.  Lewis,  I  must  say  that  the  Secretary  and  I 
labored  long  and  hard  to  find  the  optimum  amount  of  leases  that 
we  could  provide  for  in  the  schedule  and  still  meet  our  other 
responsibilities.  We  considered  such  factors  as  the  availability  of 
geotechnical  and  environmental  information.  We  considered  such 
factors  as  the  environmental  conditions,  the  weather  conditions, 
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and  we  believe  that  we  have  proposed  a  schedule  which  represents 
the  optimum  that  we  could  do.  It  is  based  on  "state-of-the-art"  of 
technology  and  our  best  information. 

Mr.  Lew^is.  Did  you  consider  in  that  whole  array  of  review  hav- 
ing at  least  one  more  sale?  Can  you  be  specific  about  how  you 
arrived  at  that? 

Mr.  Joseph.  Are  you  referring  to  the  one  contingency  sale?  What 
we  proposed  is  30  sales  over  the  5-year  period  plus  one  contingency 
sale.  The  purpose  of  that  contingency  sale  is  to  give  us  the  flexibil- 
ity to  substitute  it  for  another  sale  in  the  event  we  discover  infor- 
mation that  would  suggest  that  we  ought  not  to  proceed  with  one 
of  the  sales. 

Mr.  Lew^is.  If  I  were  discussing  the  adding  of  one  sale  per  year 
with  my  staff  to  the  schedule,  which  you  have  already  adopted,  I 
cannot  help  but  immediately  want  to  further  discuss  your  state- 
ment that  the  staff  limitations,  the  need  for  EIR's,  et  cetera,  tend 
to  dramatically  affect  your  decision. 

I  am  wondering  if  a  little  help  in  terms  of  staff  would  not  help 
you  crank  out  a  little  bit  more? 

Mr.  Joseph.  It  is  not  the  problem. 

Mr.  Lewis.  You  have  referred  to  the  staff  problem  today  in  your 
brief  testimony. 

Mr.  Joseph.  Let  me  comment  in  terms  of  whether  we  have  six 
sales  a  year  or  seven  sales  a  year.  The  original  proposal  of  DOE 
suggests  three  sales  a  year  in  the  Gulf  of  Mexico.  From  industry 
comments  on  the  March  9  draft  schedule  we  found  that  they  were 
more  interested  in  moving  into  the  frontier  areas  than  in  whether 
or  not  we  have  two  or  three  sales  in  the  Gulf  of  Mexico.  We  think 
that  the  resource  potential  suggests  that  we  have  at  least  two  sales 
a  year. 

Instead  of  having  three  sales,  we  have  increased  the  acreage  so 
that  if  one  compares  the  total  acreage  included  in  our  two  sales 
with  doe's  proposal  for  three  sales,  one  comes  out  with  about  the 
same  amount.  So  we  do  not  think  it  is  an  issue.  We  think  for 
administrative  efficiency  two  sales  a  year  in  the  gulf  are  sufficient. 

Mr.  Lewis.  Let  me  ask  you  specifics  then.  The  industry  has 
indicated  the  resource  potential  at  Bristol  Bay  has  been  rated  very 
high  in  the  review. 

Why  has  that  area  been  left  out  of  your  schedule? 

Mr.  Joseph.  Which  area? 

Mr.  Lewis.  North  of  the  56th  parallel  in  Bristol  Bay. 

Mr.  Joseph.  Mr.  Lewis,  there  is  a  very  high  estimate  of  resource 
potential  in  the  Bristol  Bay,  but  very  sensitive  biological  conditions 
also  exist.  We  added  the  North  Aleutian  Shelf  sale  as  a  way  of 
dealing  with  the  high  resource  potential  where  it  is  located  while 
minimizing  our  impact  on  the  marine  resources  in  other  areas. 

Mr.  Lewis.  Our  information  indicates  that  studies,  particularly 
those  done  by  the  University  of  Alaska,  show  that  the  bay  is  a 
much  more  fragile  environment,  much  more  potential  damage  ex- 
ists below  the  56th  rather  than  above  it. 

Mr.  Joseph.  I  will  let  Ms.  Ross  answer  that,  but  my  information 
is  that  there  is  significant  resource  potential  in  what  we  have 
called  the  North  Aleutian  Shelf  We  can  deal  with  that  resource 
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potential  while,  at  the  same  time,  protecting  of  the  biological  re- 
sources. 

Ms.  Ross.  I  would  add  that  there  may  be  some  difference 

Mr.  Lewis.  Let  me  be  specific. 

Ms.  Ross.  About  the  line  that  is  being  drawn  here,  the  line  that 
demarks  the  North  Aleutian  Shelf  in  our  leasing  schedule,  which  is 
56  degrees,  50  minutes. 

It  is  north  of  what  you  are  saying,  and  I  think  it  has  caused 
some  confusion. 

Mr.  Lewis.  The  study  I  am  referring  to  specifically  talks  about 
the  fact  that  salmon  spawning  runs  along  the  northern  coast  of  the 
Alaskan  Peninsula— that  study  indicates  there  is  serious  danger  to 
that  ongoing  spawning  ground  of  salmon  below  the  56th. 

Our  information  tends  to  contradict  concerns  about  fragile  envi- 
ronment north  of  the  56th  while,  in  turn,  you  have  indicated— 
perhaps  that  it  is  less  desirable  below  the  56th.  Your  explanation 
for  the  why  of  that  does  not  seem  to  be  supported  by  recent  studies 
by  academicians  in  Alaska. 

Ms.  Ross.  I  think  we  would  be  happy  to  look  at  those.  The 
Department  of  the  Interior  and  others,  for  instance  NOAA,  worked 
for  a  number  of  years  in  Bristol  Bay  and  suggest  that  the  area 
where  the  oil  and  gas  is  located  is  a  place  where  we  might  be  able 
to  operate  safely.  And  all  we  are  saying  in  scheduling  this  sale  is 
that  we  are  going  to  do  the  environmental  studies  to  see  if  we 
cannot  operate  safely. 

Mr.  Lewis.  Why  do  we  not  have  our  staff  submit  to  you  some 
cross  studies  and  you  return  your  evaluation  for  the  record? 

Mr.  Joseph.  We  would  be  glad  to. 

The  Interior  Department  had  not  submitted  the  evaluation  at 
the  time  this  hearing  went  to  press. 

Mr.  Lewis.  Mr.  Secretary,  you  refer  to  a  memorandum  of  under- 
standing relative  to  the  due  diligence. 

Would  you  provide  that  for  the  record? 

Mr.  Joseph.  Not  a  memorandum  of  understanding  on  the  due 
diligence  requirements,  no. 

The  Chairman.  Will  the  gentleman  yield? 

I  am  going  to  ask  the  Secretary  to  please  supply  the  committee 
with  all  memorandums  of  understanding  between  Interior  and  En- 
ergy. 

[See  pages  51  and  85.] 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Livingston.  We  were  talking  about  the  Gulf  of  Mexico  a 
little  while  ago  in  answer  to  Mr.  Lewis'  questions,  Mr.  Secretary. 

Did  you  say  that  the  Department  of  Interior  had  authorized 
three  sales  a  year  in  the  gulf? 

Mr.  Joseph.  Two  sales  a  year. 

Mr.  Livingston.  The  Department  of  Energy  has  recommended 
three? 

Mr.  Joseph.  They  had  recommended  three. 

Mr.  Livingston.  And  where  is  the  resolution  of  that  difference? 

Mr.  Joseph.  We  think  that  for  administrative  efficiency  we 
would  rather  have  two  sales,  and  that  is  what  we  have  decided. 
However,  we  do  not  feel  anything  is  lost  by  not  doing  three,  be- 
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cause  the  acreage  included  in  our  two  sales  a  year  is  equal  to  what 
they  were  proposing  in  three  a  year. 

Mr.  Livingston.  And  I  think  you  said  that  you  felt  industry 
could  not  handle  that? 

Mr.  Joseph.  I  said  industry  did  not  express  that  much  interest  in 
whether  it  was  two  or  three  a  year  in  the  gulf.  What  they  were 
concerned  about  was  to  insure  the  opportunity  to  go  into  new 
areas,  particularly  off  Alaska. 

Mr.  Livingston.  As  a  matter  of  fact,  industry  could  handle  three, 
or  maybe  four? 

Mr.  Joseph.  That  is  not  in  doubt.  I  am  not  debating  that. 

Mr.  Livingston.  They  have  expressed  that  fact,  have  they  not? 
We  have  letters  to  that  effect  on  file  here.  I  certainly  would  intro- 
duce them  for  the  record  if  necessary. 

Mr.  Joseph.  It  really  depends  on  the  acreage.  We  are  now  talking 
about  a  million  acres  in  each  of  the  Gulf  of  Mexico  sales. 

The  Chairman.  Mr.  O'Brien? 

Mr.  O'Brien.  Mr.  Secretary,  how  do  the  March  and  June  leasing 
schedules  differ  in   terms  of  total   acreage   under  consideration? 

Mr.  Joseph.  The  March  schedule  proposed  would  have  included 
22  million  acres.  The  June  schedule,  26  million  acres. 

Mr.  O'Brien.  And  where  are  those  4  million  acres  primarily 
situated? 

Mr.  Joseph.  Well,  it  includes  the  addition  of  two  sales  off  Alaska, 
and  two  additional  sales  in  the  Gulf  of  Mexico. 

Mr.  O'Brien.  What  is  the  status  of  the  environmental  study  in 
areas  of  offshore  Alaska  included  in  the  June  schedule,  particular- 
ly for  the  St.  Georges  Basin,  and — which  was  changed  from  a 
contingency  sale  to  a  firm  sale,  and  advanced  on  the  schedule 
about  2  years? 

Mr.  Joseph.  In  terms  of  environmental  studies  in  general,  the 
environmental  studies  on  at  least  three  other  areas  started  in  the 
mid-seventies  and  are  proceeding,  and  we  have  quite  a  bit  of  infor- 
mation. 

With  regard  to  St.  Georges  Basin,  we  have  several  reconnais- 
sance studies  that  are  in  process.  We  hope  to  have  some  of  that 
information  in  by  October,  and  we  hope  to  have  the  rest  of  it 
completed  in  1980. 

Mr.  O'Brien.  Have  you  had  any  response  from  environmental 
groups  to  the  5-year  program  that  was  just  given  to  us? 

Mr.  Joseph.  Yes,  we  have. 

Mr.  O'Brien.  What  is  the  nature  of  their  response?  Has  it  been 
favorable  or  unfavorable? 

Mr.  Joseph.  Many  of  them  think  it  is  too  ambitious. 

Mr.  O'Brien.  How  is  it  too  ambitious,  according  to  them? 

Mr.  Joseph.  They  do  not  feel  that  we  will  be  able  to  sufficiently 
protect  the  environmental  resources. 

Mr.  O'Brien.  Are  you  familiar  with  the  litigation  with  respect  to 
offshore  leases? 

Mr.  Joseph.  Which? 

Mr.  O'Brien.  I  understand  there  have  been  several  suits  brought, 
one  of  which  was  a  request  for  an  injunction.  The  action  was 
dismissed,  if  I  am  correct. 

Mr.  Joseph.  The  most  recent  one  was  about  2  weeks  ago. 
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Mr.  O'Brien.  Could  you  provide  information  on  that? 

Mr.  Joseph.  Yes,  I  can. 

Mr.  O'Brien.  Can  you  do  it  now,  or  would  that  be  for  the  record? 

Mr.  Joseph.  I  think  I  can,  if  you  are  referring  to  the  suit  which 
alleged  that  we  should  use  different  bidding  systems  from  the  one 
we  are  proposing  to  use.  They  were  proposing  that  we  use  profit 
sharing.  We  were  using  a  mixture  of  bonus  and  sliding  scale  royal- 
ty. 

Mr.  O'Brien.  Who  represented  the  U.S.  Government  in  that 
proceeding,  was  it  the  Department  of  Justice? 

Mr.  Joseph.  The  Department  of  Justice,  with  the  advice  and 
assistance  of  the  Solicitor's  Office  in  the  Department  of  the  Interi- 
or. 

Mr.  O'Brien.  Why  was  the  proposed  1984  Cook  Inlet  sale 
dropped? 

Mr.  Joseph.  We  have  included  that  sale  earlier.  The  total  acre- 
age, as  I  recall,  for  Cook  Inlet  is  about  3.7  million  acres.  We  think 
that  one  sale  is  sufficient.  However,  we  think  that  the  sale  held  in 
1977,  and  the  one  proposed,  I  think,  for  1981  are  sufficient.  If  there 
are  commercial  resources  found,  then  we  can  revise  the  schedule 
later,  and  include  additional  leases  in  Cook  Inlet. 

Mr.  O'Brien.  Regarding  the  subject  of  revisions  of  the  schedule, 
as  the  environmental  impact  statement  process  continues,  do  you 
contemplate  there  will  be  changes  to  the  5-year  program  as  we 
know  it  now? 

Mr.  Joseph.  We  are  mandated  to  review  that,  and  we  certainly 
will  review  it  each  year.  If  we  find  it  necessary  to  recommend 
revisions,  we  will  do  that. 

Mr.  O'Brien.  Will  you  be  having  hearings  to  elicit  citizens'  re- 
sponses to  the  environmental  impact  statement? 

Mr.  Joseph.  Yes,  we  will. 

Mr.  O'Brien.  When  will  they  commence? 

Mr.  Joseph.  The  draft  environmental  impact  statements  will  be 
published  in  August,  and  we  will  have  hearings  in  September. 

Mr.  O'Brien.  Will  these  be  around  the  country,  or  just  in  Wash- 
ington? 

Mr.  Joseph.  They  will  be  around  the  country.  We  will  have 
hearings  then  on  the  final  impact  statement. 

Mr.  O'Brien.  In  the  June  schedule,  why  do  sales  continue  to  be 
bunched  together  during  certain  years,  rather  than  being  spread 
out  through  the  years? 

Mr.  Joseph.  What  we  were  trying  to  do  is  to  put  up  for  lease 
sales  as  many  areas  as  could  possibly  be  developed,  and  to  do  it  as 
soon  as  possible.  It  happens  that  in  some  areas  we  are  already 
doing  the  work,  and  it  just  developed  that  in  terms  of  lease  sale 
information,  and  the  presale  processes  that  the  time  in  which  we 
can  do  it  bunches  them  together. 

The  only  alternative  is  to  delay  it,  and  we  are  trying  to  move  as 
expeditiously  as  possible. 

Mr.  O'Brien.  In  the  GAO  report,  the  GAO  staff  indicated  that 
industry  officials  have  expressed  concern  about  the  uncertainty 
arising  from  the  absence  of  published  regulations.  Are  you  aware 
of  any  industry  objections  of  that  nature?  Have  you  heard  of  those? 

Mr.  Joseph.  There  have  been  concerns  expressed,  yes. 
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Mr.  O'Brien.  Are  these  specific  concerns,  or  just  general  com- 
plaints? 

Mr.  Joseph.  They  are  general  concerns  that  they  would  like  to 
have  the  regulations  in  place,  so  they  know  exactly  what  rules  they 
are  operating  under. 

Mr.  O'Brien.  Thank  you  very  much.  I  have  no  further  questions. 

Mr.  Seiberling.  Since  we  got  into  specific  information  about 
offshore  leasing,  I  would  like  to  ask  you  a  couple  of  questions. 

If  you  feel  you  are  not  adequately  prepared  on  it,  perhaps  you 
can  supply  it  for  the  record.  I  mentioned  earlier  that  there  has 
been  a  lot  of  concern  expressed  by  the  Alaska  delegation,  the  State 
of  Alaska,  about  offshore  leasing  in  the  waters  off  Alaska.  I  under- 
stand that  the  Department  has  withdrawn  one  leasing  proposal  in 
the  Gulf  of  Alaska.  Is  that  right? 

Mr.  Joseph.  Withdrawn  a  leasing  program? 

Mr.  Seiberling.  Maybe  I  am  thinking  of  something  else.  When  I 
was  up  there  a  couple  of  years  ago,  the  people  in  Yakutat,  in  the 
Gulf  of  Alaska,  who  are  heavily  involved  with  the  fishing  industry, 
were  very  worried  about  the  impact  of  Federal  offshore  oil  leasing 
in  the  gulf 

Is  it  your  feeling  that  their  concern  has  been  adequately  taken 
care  of  in  your  program? 

Mr.  Joseph.  Yes.  We  think  they  are  in  the  process  of  being  taken 
care  of  We  are  aware  of  those  concerns,  not  only  there,  but  in  the 
Beaufort  Sea  and  the  Bering  Sea  as  well.  Our  efforts  will  be  to  try 
to  mitigate  the  development  impact  on  those  resources. 

Mr.  Seiberling.  Are  separate  environmental  impact  statements 
being  prepared  with  reference  to  each  area,  like  the  Gulf  of  Alaska, 
Cook  Inlet,  Bristol  Bay,  Beaufort  Sea? 

Mr.  Joseph.  Yes. 

Mr.  Seiberling.  And  are  any  of  them  completed  yet? 

Mr.  Joseph.  I  am  not  sure.  I  will  have  to  check. 

Mr.  Seiberling.  I  think  it  will  be  helpful  to  have  that,  because 
the  kind  of  sweeping  statements  that  have  been  made  by  various 
people,  including  Senator  Stevens,  would  imply  that  imminent  dis- 
aster is  confronting  the  Alaskan  fishing  industry.  The  Governor 
was  particularly  upset  over  Bristol  Bay,  because  his  summer  home, 
I  guess,  is  on  Lake  Clark,  which  is  part  of  that  area. 

Mr.  Joseph.  We  have  had  discussions  with  the  Governor  and 
other  representatives  of  the  State  of  Alaska.  We  are  familiar  with 
their  concerns.  We  have  written  the  schedule  in  such  a  way  as  to 
deal  with  those  concerns,  as  far  as  we  can. 

Mr.  Seiberling.  Has  the  problem  of  drilling  in  the  polar  icepacks 
in  Beaufort  Sea  been  resolved  technologically? 

Mr.  Joseph.  We  have  put  it  on  the  schedule,  because  there  are  a 
number  of  problems  that  are  in  the  process  of  resolution.  We  would 
not  be  able  to  offer  the  area  for  lease  until  it  was  on  the  schedule, 
and  there  was  time  to  study  it.  There  are  some  things  that  are  still 
in  the  process  of  being  determined,  but  the  industry  feels  that  they 
have  the  technology  to  deal  with  them. 

Mr.  Seiberling.  Will  drilling  in  the  Beaufort  Sea,  be  from  plat- 
forms, or  manmade  islands,  or  some  other  means? 

Mr.  Joseph.  Do  you  know  the  answer?  I  am  told  principally 
islands. 
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Mr.  Seiberling.  Manmade  islands? 

Mr.  Joseph.  Yes. 

Mr.  Seiberling.  And  I  suppose  the  environmental  impact  of 
creating  them  will  be  included  in  your  environmental  impact  state- 
ment? 

Mr.  Joseph.  That  will  be  part  of  our  study. 

Mr.  Seiberling.  One  further  question.  In  the  Caribbean  what 
steps  are  being  taken  to  try  to  prevent  the  recent  blowout  of  the 
Mexican  oil  well  from  contaminating  U.S.  fishery  resources,  and 
the  shores  of  the  United  States?  I  read  that  in  the  event  of  a 
hurricane,  a  great  deal  of  that  40,000-square-mile  oil  slick  could 
well  end  up  on  the  beaches  of  Louisiana,  Alabama,  Florida,  or 
elsewhere. 

Mr.  Joseph.  I  am  not  sure  what  the  specific  steps  are.  I  can 
provide  that  information  for  you. 

Mr.   Seiberling.   Is  the  administration   looking  into   it  at  all? 

Mr.  Joseph.  Certainly  that  is  one  of  our  concerns.  Our  people  in 
the  USGS  who  have  responsibility  for  monitoring  are  certainly 
concerned  about  that.  I  am  not  certain  about  the  specifics. 

Mr.  Seiberling.  It  would  be  helpful  to  know,  and  also  to  know 
whether  we  are  providing  any  technical  assistance  to  the  Mexican 
oil  company  in  connection  with  that. 

Mr.  Joseph.  I  am  told  that  private  industry  has,  but  we  have  not. 

Mr.  Seiberling.  Thank  you  very  much. 

The  Chairman.  Any  further  questions? 

Mr.  Livingston.  I  would  like  to  yield  to  counsel,  but  on  that 
point  I  have  been  in  touch  with  a  number  of  other  representatives 
down  there,  and  the  gentleman  from  Ohio  is  certainly  correct,  that 
poses  a  very  real  threat. 

However,  I  might  also  add  that  a  major  oil  spill,  probably  one  of 
the  greatest,  but  it  was  created  by  a  federally  owned  oil  company, 
and  it  was  not  the  responsibility  of  private  enterprise.  In  fact, 
private  enterprise  is  the  group  that  is  responsible  for  going  into 
there  and  assisting  in  the  cleanup. 

Mr.  Seiberling.  I  think  you  ought  to  say  that  that  was  the 
Federal  Government  of  Mexico,  and  not  the  United  States. 

Mr.  Drago.  I  am  curious  about  the  lead  scheduled  for  the  specif- 
ic sales.  Is  there  any  way  of  moving  the  sales  up  in  the  schedule, 
the  Northern  Aleution  Shelf,  and  the  St.  Georges  Basin  for  in- 
stance? 

Mr.  Joseph.  We  have  to  await  the  completion  of  the  environmen- 
tal studies,  and  we  have  still  a  lot  that  we  need  to  know  in  regard 
to  the  impact  of  the  exploration  and  development  in  those  areas. 
Because  of  the  kinds  of  things  that  remain  to  be  done  we  do  not 
believe  it  is  possible  to  move  those  sales  up. 

Mr.  Drago.  There  are  several  instances  where  the  lease  sales 
follow  each  other  in  successive  months  instead  of  spread  out  over 
the  year.  Sometimes  you  have  three  or  four  scheduled  within  a  3- 
or  4-month  period.  Is  there  anything  that  could  be  done  to  spread 
that  out  a  little  bit? 

Mr.  Joseph.  My  answer  before  was  that  what  we  are  trying  to  do 
is  to  lease  areas  as  soon  as  possible.  If  we  spread  them  out  some 
would  have  to  be  delayed,  rather  than  bringing  them  forward.  We 
thought  given  that  option  it  would  be  better  to  bunch  them. 
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Mr.  Drago.  You  have  mentioned  several  times,  and  not  only  in 
relationship  to  the  March  lease  schedule,  but  the  current  leasing 
schedule,  that  you  had  to  take  into  consideration  administrative 
limitations  into  the  number  of  sales  that  you  could  hold. 

What  did  you  mean  by  that? 

Mr.  Joseph.  When  I  said  administrative  limitations,  I  meant 
within  our  administrative  capabilities  of  handling  the  sales,  given 
the  types  of  things  we  have  to  do,  to  prepare  for  a  sale. 

Mr.  Drago.  Are  you  talking  about  personnel? 

Mr.  Joseph.  No,  I  am  sorry,  if  I  misled  you.  I  do  not  mean  just 
personnel.  I  am  talking  about  our  multiple-use  mandate.  Our  con- 
cern for  onshore  impact,  our  concern  for  the  impact  on  biological 
resources. 

Mr.  Drago.  You  do  not  think  an  increase  in  personnel  in  order 
to  conduct  an  EIS  would  be  any  benefit  in  speeding  up  the  lead 
time  from  the  beginning  of  an  EIS  to  the  sale? 

Mr.  Joseph.  There  was  a  1979  supplemental  which  went  to  the 
Hill  on  June  8,  which  sought  an  $11  million  supplement,  and  27 
positions,  so  we  are  addressing  the  administrative  need  as  it  relates 
to  funds  and  personnel. 

Mr.  Drago.  What  positions  were  those  requested  for? 

Mr.  Joseph.  They  were  8  positions  in  BLM,  27  positions  in  the 
USGS,  and  2  positions  in  the  Solicitor's  Office. 

Mr.  Drago.  Are  these  positions  inspectors,  or  what? 

Mr.  Joseph.  In  BLM  it  is  for  people  who  will  be  involved  in 
environmental  studies.  In  USGS  I  am  really  not  sure. 

Mr.  Drago.  About  the  5-year  leasing  program  you  supplied  to 
the  Congress,  it  seems  to  me  that  as  pertains  to  the  personnel  that 
are  involved  in  day-to-day  operations,  that  your  developed  request 
is  basically  flat,  that  is,  it  remains  the  same  through  the  5-year 
period. 

Ms.  Ross.  The  26  positions  in  the  survey  are  for  monitoring  the 
postleasing  activities  of  operators,  recognizing  the  great  number  of 
leases  that  will  be  outstanding  because  of  the  new  5-year  period. 

Mr.  Drago.  It  seems  to  me  if  the  sale  is  beyond  the  current 
upcoming  fiscal  year,  the  personnel  limitations  should  not  be  a 
hinderance,  since  all  you  have  to  do  is  come  up  to  the  Hill  and  ask. 
The  current  oil  situation  we  are  in  would  certainly  warrant  that. 

Mr.  Joseph.  That  is  what  we  have  done. 

Mr.  Drago.  The  personnel  are  to  increase  the  paperwork? 

Mr.  Joseph.  When  you  say  paperwork,  I  do  not  think  that  it  will 
necessarily  increase  the  paperwork.  I  would  hope  it  would  decrease. 
I  suppose,  things  being  as  they  are,  it  will  involve  some  paperwork. 

Mr.  Drago.  So  with  an  increases  in  personnel  there  is  a  chance 
that  we  can  increase  the  number  of  sales? 

Mr.  Joseph.  No,  the  increase  in  personnel  is  to  enable  us  to  meet 
the  proposed  schedule,  which  is  just  a  proposed  schedule  at  this 
point. 

The  Chairman.  Thank  you  very  much. 

Mr.  Secretary,  we  do  appreciate 

Mr.  Lewis.  If  I  might,  before  the  Secretary  leaves,  staff  tells  me 
that  following  the  Secretary's  and  my  exchange  relative  to  Bristol 
Bay — this  indicates  to  me  that  we  have  already  had  that  exchange 
of  information;  that  is,  we  had  a  request  regarding  the  environ- 
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ment  in  Bristol  Bay.  I  am  sure  you  sent  us  both  the  NOAA  study, 
as  well  as  those  coming  from  the  University  of  Alaska,  all  indicat- 
ing that  south  of  the  56th  parallel  was  considerably  more  fragile  in 
terms  of  the  environment  than  north,  that  relatively  north  of  the 
56th  was  a  dormant  environment,  and  yet  it  is  a  very  high  poten- 
tial area. 

The  point  I  am  trying  to  raise  in  this  connection  is  that  it  seems 
very  strange  why  you  have  cut  the  line  there  in  view  of  the  fact 
that  you  were  going  to  allow  leasing  in  much  more  delicate  areas. 

The  question  has  been  asked  a  number  of  ways.  We  do  not  seem 
to  get  any  answers.  It  is  like  a  puff  of  smoke.  There  must  be  a 
reason  why  you  drew  that  line  with  studies  that  you  have  provided, 
which  indicate  that  north  of  the  56th  would  indicate  it  is  less 
fragile,  and 

Mr.  Joseph.  I  took  a  look  at  that  information  at  the  time  we 
were  making  the  decision.  I  frankly  do  not  remember  it.  I  would 
prefer  to  take  a  look  at  it  again,  and  reply  to  you. 

Mr.  Lewis.  The  committee  still  remains  very  concerned  about 
high  potential  areas  that  are  being  left  out  of  those  tracts  available 
for  sale,  also  very  much  concerned  with  the  pattern  of  calling  sales 
that  could  extend  us  well  beyond  1985,  particularly  in  the  Alaskan 
waters.  You  could  very  well  take  us  to  the  point  of  no  return  in 
terms  of  exploration. 

Mr.  Joseph.  We  are  talking  about  leasing  in  some  very,  very 
difficult  areas,  difficult  because  of  weather  conditions,  difficult  be- 
cause of  the  impact  on  the  environmental  resources.  We  need  some 
additional  studies,  additional  information,  additional  reconnais- 
sance before  we  can  make  absolute  decisions  about  all  of  these 
areas.  But  we  have  included  a  number  of  those  areas  in  the  sale  so 
we  can  begin  to  gather  that  information. 

Mr.  Lewis.  Your  review  of  that  information  confirms  to  you  that 
north  of  the  56th  was  less  sensitive  than  the  areas  we  suggested.  Is 
there  flexibility  to  shift  where  you  are  in  terms  of  the  coming 
schedule? 

Mr.  Joseph.  For  some  reason  I  feel  persuaded  that  is  not  the 
case.  But  I  am  not  that  familiar — I  am  not  in  a  position  to  answer 
yes  or  no. 

Mr.  Drago.  This  is  a  question  that  does  not  relate  to  the  current 
5-year  schedule,  but  rather  to  the  Beaufort  Sea  sale  schedule  for 
December  of  this  year. 

I  think  industry  looks  at  that  as  a  very  key  sale,  very  high  in 
potential  hydrocarbons.  In  addition  the  timing  between  the  esti- 
mate for  production  falloff  in  Prudhoe  Bay  and  the  day  oil  could  be 
produced  from  that  area.  It  would  be  a  good  match. 

We  understand  that  there  are  certain  time  restraints  that  would 
be  put  on  that  area  as  to  when  the  oil  companies  would  be  able  to 
drill.  Would  you  provide  some  details? 

Ms.  Ross.  We  are  having  discussions  within  the  executive  branch 
about  stipulations  for  that  sale.  The  National  Oceanic  and  Atmos- 
pheric Administration,  for  example,  who  has  concern  about  bow- 
head  whales,  is  interested  in  whether  or  not  some  seasonal  stipula- 
tion that  would  limit  oil  and  gas  activities  when  the  whales  were  in 
the  area  would  be  feasible.  But  it  is  in  the  stage  of  discussion.  That 
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kind   of  seasonal   requirement  would  be   at   the   far   end  of  any 
mitigating  measures  that  we  would  adopt. 

There  would  be  other  things  that  we  could  do.  We  are  discussing 
a  range  of  alternatives,  that  being  one  of  the  extremes. 

Mr.  Drago.  Has  there  been  any  discussion  on  drilling  times, 
what  period  drilling  should  take  place,  and  what  period  it  should 
not? 

Ms.  Ross.  That  would  not  be  in  the  form  of  a  recommendation 
until  the  Secretary  meets  to  reach  a  decision  on  a  proposed  notice 
of  sale.  We  have  not  reached  that  point. 

Mr.  Drago.  The  NOAA  report  has  not  yet  fully  been  accepted? 

Ms.  Ross.  I  believe  that  there  is  a  lot  of  work  that  is  going  on  at 
the  staff  level,  but  in  the  sense  of  a  recommendation  to  the  Secre- 
tary for  a  policy  decision  by  him,  none  has  been  made. 

Mr.  Drago.  I  hope  that  is  looked  at  carefully.  If  you  look  at  the 
Canadian  OCS,  which  is  farther  out,  the  situations  are  very  simi- 
lar. However,  the  Canadians  drill  in  a  period  of  time  that  NOAA 
recommends  that  we  do  not  drill.  I  think  the  Canadians  are  recom- 
mending drilling  in  the  summertime,  and  I  believe  the  drilling  is 
for  the  fall  and  winter  in  the  NOAA  report  for  Alaskan  Beaufort 
sale. 

Ms.  Ross.  The  whales  move  there,  to  the  extent  they  do,  in  the 
spring  and  fall.  So  you  have  that  timing  to  consider  in  any  stipula- 
tion. 

Mr.  Drago.  Maybe  we  can  add  a  couple  of  months  to  the  recom- 
mendation. 

Mr.  Joseph.  I  might  add  that  the  Administrator  of  NOAA  and  I 
have  had  some  discussions,  and  we  have  not  made  any  final  deci- 
sion on  that. 

Mr.  Drago.  One  more  question.  It  is  prompted  by  the  recent  call 
for  nominations  for  lease  sale  number  66,  and  66A  in  the  Gulf  of 
Mexico;  and  number  57  in  the  Norton  Basin.  It  appears  that  the 
entire  gulf  and  the  entire  basin  are  open  to  nomination  by  the 
industry. 

In  the  past  the  Department  of  the  Interior  carefully  stipulate  the 
areas  that  could  be  nominated.  Why  has  there  been  this  change  in 
DOI  procedure,  and  will  it  continue  in  the  future? 

Ms.  Ross.  You  are  asking  for  calls  for  nominations  in  the  Gulf  of 
Mexico? 

Mr.  Drago.  And  the  Norton  Basin. 

Ms.  Ross.  As  to  the  gulf,  people  consider  it  a  mature  area.  We 
have  now  had  leasing  activity  in  both  the  eastern  portion,  which 
we  used  to  deal  with  separately,  and  the  central  and  western, 
which  has  been  the  traditional  area  for  development  activities.  We 
are  in  a  position  now,  if  you  have  seen  one  of  our  maps,  where  we 
are  going  into  an  area  that  has  a  tremendous  range  of  leases 
outstanding,  or  leases  which  have  been  sold  and  taken  back.  We 
are  going  into  a  very  scattered  pattern  now,  simply  to  go  after 
those  tracts  that  look  promising,  based  on  experience  to  date.  We 
are  going  to  be  issuing  calls  for  the  gulf,  seeking  those  areas  where 
general  industry,  based  on  its  activity,  thinks  there  is  a  promise. 

Mr.  Drago.  There  is  also  one  more  suit  pending  on  lease  sale  48, 
by  the  city  of  Newport  Beach  in  California.  I  wonder  if  you  could 
supply  the  committee  with  information  concerning  that  suit? 
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Mr.  Joseph.  Yes. 

Mr.  Lewis.  Is  it  your  intention  to  continue  with  that  poUcy  of 
opening  up — using  a  similar  pattern  in  the  Alaskan  waters? 

Ms.  Ross.  Similar  to? 

Mr.  Lewis.  Totally  open  sales.  That  is  a  shift  in  policy,  as  I 
understand  it,  moving  to  totally  open  sales.  Is  that  going  to  be  the 
continued  policy? 

Ms.  Ross.  I  mentioned  that  for  the  Gulf  of  Mexico.  For  other 
areas  we  will  have  to  go  into  our  call  for  nominations,  and  then  see 
what  information  we  get  back  before  we  make  a  tract  selection.  As 
to  the  call,  we  try  to  call  as  broadly  as  possible  in  order  to  seek  as 
much  as  we  can  from  the  industry,  and  others. 

Mr.  Lewis.  It  is  our  understanding  that  like  the  St.  Georges  sale 
that  is  coming,  that  has  already  been  called,  and  is  open— or  it  will 
be  called 

Ms.  Ross.  I  do  not  know  what  the  contents  of  the  call  will  be,  but 
the  whole  purpose  is  to  amass  information,  and  we  do  not  want  to 
rule  something  out. 

Mr.   Lewis.  Then  you  will  not  be  taking  out  sensitive  areas? 

Ms.  Ross.  I  do  not  know  how  that  will  go.  I  can  look  into  that, 
but  I  do  not  know. 

Mr.  Lewis.  What  I  am  trying  to  do  is  get  a  handle  on  the  shift  in 

policy. 

Ms.  Ross.  There  is  no  shift  in  policy.  We  have  always  called 
broadly,  and  then  narrowed  it  at  the  time  of  tract  selection. 

Mr.  Lewis.  Did  you  not  used  to  delineate  the  section,  east  cen- 
tral  

Ms.  Ross.  That  is  in  the  Gulf  of  Mexico.  We  divided  it,  east  and 
central  and  western.  Now  the  eastern  gulf  has  a  considerable  range 
of  exploration,  and  it  would  seem  to  us  to  make  sense  to  have  the 
call  for  nominations  cover  the  entire  gulf.  That  may  or  may  not  be 
something  we  do  all  the  time. 

Mr.  Lewis.  That  gets  us  back  to  the  question  of  why  we  need 
another  person. 

Ms.  Ross.  The  Under  Secretary  indicated  the  discussion  that 
went  on.  As  you  can  imagine,  it  was  quite  intensive.  That  is  a 
highly  sensitive  area,  with  a  lot  of  marine  values,  and  there  was  an 
effort  to  strike  a  balance. 

Mr.  Lewis.  The  studies  indicate  that  they  are  much  more  sensi- 
tive below  the  line  than  we  have  been  discussing  above.  We  cannot 
quite  get  a  handle  on  why,  though,  so  sensitive  an  area  was— — 

Ms.  Ross.  A  part  of  the  consideration  is  the  commercial  fisheries 
that  are  in  the  northern  part  of  that  bay,  and  their  proximity  to 
the  oil  and  gas  in  the  event  of  an  oil  spill.  It  is  not  simply  a 
question  of  the  area  you  are  actually  operating  in,  but  also  the 
possibility  that  a  spill  would  occur  and  carry  that  oil  into  adjacent 
areas  that  are  very  sensitive. 

Mr.  Lewis.  The  preliminary  information  that  I  have  received 
indicates  a  direct  contradiction  to  what  you  are  saying.  The  fisher- 
ies are  below  rather  than  north.  I  am  still  probing  why  it  is  so 
sensitive,  what  the  game  really  is  that  you  are  discussing,  that  you 
are  not  willing  to  discuss  in  public. 

Ms.  Ross.  We  are  willing  to  discuss  things.  We  are  willing  to  sit 
down  with  you. 


134 

Mr.  Joseph.  Certainly  there  is  no  attempt  not  to  discuss  any- 
thing. I  have  said  that  I  will  be  glad  to  provide  you  any  additional 
information,  or  any  additional  analyses  I  can  do.  It  is  not  a  tactical 
evasion.  It  is  simply  a  statement  of 

Mr.  Lewis.  I  do  not  want  to  carry  this  on  forever.  But  it  is  very 
apparent  that  we  have  had  an  exchange  of  information,  studies 
indicating  sensitivity  below  the  56.  But  the  answer  as  to  why 
Bristol  was  not  opened  was  because  there  are  very  sensitive  areas, 
because  the  fishing  industry  is  affected.  But  the  facts  belie  the 
answer  to  that. 

Ms.  Ross.  I  think  we  have  to  get  our  facts  and  your  facts 
together. 

Mr.  Lewis.  Thank  you. 

The  Chairman.  Thank  you  very  much.  The  committee  will  have 
a  hearing  on  the  environment,  and  invite  environmental  groups  to 
address  the  question  of  the  5-year  plan.  We  will  also  have  a  field 
hearing  on  the  29th  and  30th  of  August. 

It  will  be  held  in  San  Francisco  and  Point  Reyes,  Calif.,  to  review 
the  lease  sale  No.  53  issues. 

The  committee  stands  adjourned. 

[Whereupon,  at  3:10  p.m.,  the  committee  adjourned,  subject  to 
the  call  of  the  Chair.] 


OUTER  CONTINENTAL  SHELF  OVERSIGHT, 
SAFETY  OF  MOBILE  OFFSHORE  DRILLING 
UNITS 


MONDAY,  JULY  23.  1979 

House  of  Representatives, 
Select  Committee  on  the  Outer  Continental  Shelf, 

Washington,  D.C. 

The  select  committee  met,  pursuant  to  notice,  at  10:10  a.m.,  in 
room  1334  Longworth  House  Office  Building,  Hon.  John  M.  Mur- 
phy (chairman)  presiding. 

Present:  Representatives  Murphy,  Ginn,  Livingston,  and  Lewis. 

Staff  present:  Lawrence  J.  O'Brien,  Jr.,  chief  counsel;  C.  Grady 
Drago,  minority  chief  counsel;  Dr.  Thomas  R.  Kitsos,  majority 
counsel;  Tom  Tackaberry,  professional  staff;  Kate  Bonner,  research 
assistant;  Sherry  Steffel,  minority  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

The  Select  Committee  on  Outer  Continental  Shelf  meets  today  to 
conduct  oversight  hearings  on  the  safety  of  mobile  offshore  drilling 
units. 

A  recent  tragedy  highlights  the  great  concern  of  this  committee 
for  the  safety  of  personnel  engaged  in  activities  on  the  Continental 
Shelf  and  for  the  protection  of  those  operations  themselves.  In  the 
face  of  shortages  in  the  supply  of  oil  and  gas  and  rapidly  ascending 
costs  of  those  crucial  commodities,  we  can  ill  afford  to  lose  valuable 
equipment  and  to  disrupt  complex  operations  through  preventable 
accidents  to  shelf  drilling  units. 

On  the  night  of  May  10,  1979,  the  mobile  drilling  unit.  Ranger 
One,  collapsed  in  the  Gulf  of  Mexico,  9  miles  south-southeast  of 
Galveston,  Tex.  Lives  were  lost,  men  are  still  missing,  many  of 
those  rescued  were  injured,  some  seriously.  The  upper  hull  of 
Ranger  One  quickly  sank  and  the  supporting  mat  surfaced  in  dan- 
gerous proximity  to  an  existing  well.  Thus,  the  loss  of  priceless 
lives  and  valuable  equipment  was  very  nearly  coupled  with  a  major 
oil  spill.  Mere  chance  prevented  that  crowning  blow. 

Last  September  the  Outer  Continental  Shelf  Lands  Act  Amend- 
ments of  1978  became  law.  These  amendments  were  the  result  of 
concerted  efforts  by  this  select  committee  to  modernize  the  laws  of 
our  country  that  pertain  to  shelf  activities — to  match  with  enlight- 
ened legislation  the  headlong  pace  and  technical  sophistication  of 
shelf  operations. 

The  1978  act  is  comprehensive  in  its  sweep  and  demanding  in  its 
terms,  setting  attainable  goals  for  enhancing  safety  of  shelf  activi- 
ties and  improving  management  of  shelf  resources.  It  promotes 
high  technical  standards  and  enhances  protection  of  human  life, 
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complicated   equipment,   and   the   marine   environment   in   which 
these  operations  take  place. 

Specifically,  section  21(b)  of  the  act  mandates  that  the  Depart- 
ment of  the  Interior  and  the  Coast  Guard  require: 

On  all  new  drilling  and  production  operations  and,  wherever  practicable,  on 
existing  operations,  the  use  of  the  best  available  and  safest  technologies  (BAST) 
which  the  Secretary  determines  to  be  economically  feasible  *  *  *. 

Section  21(b)  is  a  far-reaching  and  critical  provision,  and  should 
be  implemented  as  rapidly  as  possible  on  a  continuing  basis.  Al- 
though the  section  21(a)  safety  study  may  assist  in  the  implementa- 
tion of  the  BAST  requirements,  these  efforts  must  proceed  concur- 
rently. 

Now  we  must  ask  ourselves  if  the  act  is  being  implemented 
effectively  and  whether,  in  light  of  experience,  it  can  be  improved. 
We  must  ascertain  whether  adequate  resources  are  being  devoted 
to  its  implementation  and  whether  responsible  agencies  are  acting 
in  concert  to  comply  with  the  act's  mandate. 

We  must  ascertain  whether  the  Ranger  One  disaster  indicates 
the  need  for  required  Federal  inspections  of  units  not  now  subject 
to  mandatory  inspection.  We  must  establish,  in  the  light  of  Ranger 
One,  whether  greater  effort  should  be  applied  under  existing  law— 
whether  better  coordination  is  needed  among  responsible  agen- 
cies—whether higher  safety  standards  and  tighter  environmental 
safeguards  are  appropriate. 

The  energy  needs  of  our  country  are  immense  and  the  oil  and 
gas  from  our  Continental  Shelf  can  go  far  to  meet  them.  We  cannot 
afford  to  waste  time,  effort,  equipment,  and  most  important, 
human  lives  in  putting  these  resources  to  good  use.  The  expanding 
efforts  to  exploit  shelf  resources  must  take  into  account  the  risks 
involved.  We  must  move  with  resolution  and  deliberate  speed,  but 
we  must  move  responsibily  in  our  search  for  energy.  Our  standards 
and  our  operations  must  keep  pace  with  technology. 

The  1978  act  was  designed  to  improve  our  ability  to  obtain  the 
energy  riches  of  the  shelf  while  at  the  same  time  controlling  the 
dangers  so  characteristic  of  shelf  activities.  If  the  act  and  other 
applicable  laws  are  not  effective  in  this  regard,  we  must  find  out 
why.  This  is  why  we  are  here  today. 

Further  oversight  hearings  by  the  select  committee  will  be  held 
as  necessary  to  examine  this  subject  fully.  Some  witnesses  invited 
to  this  hearing  indicated  that  their  testimony  would  be  premature 
at  this  time,  preferring  to  wait  until  the  Coast  Guard  Marine 
Board  of  Investigation  completes  its  work  on  this  case.  While  we 
can  accept  some  delay  for  this  reason,  we  will  schedule  further 
oversight  hearings  as  soon  as  practicable. 

Our  witnesses  today  will  provide  an  account  of  the  Ranger  One 
incident  and  will  explore  with  us  some  of  its  ramifications.  We  will 
listen  closely  and  question  searchingly,  for  there  is  much  to  learn 
and  we  have  far  to  go  before  the  goals  of  the  1978  act  are  realized. 

Is  there  a  statement  by  the  minority?  Mr.  Livingston. 

Mr.  Livingston.  Yes,  Mr.  Chairman,  on  behalf  of  Mr.  Forsythe, 
who  is  unable  to  be  here  today  and  who  is  ill,  I  would  like  to  make 
a  statement. 

On  May  10  of  this  year  at  approximately  10:45  p.m.,  one  of  the 
most  unusual  rig  mishaps  on  the  U.S.  Outer  Continental  Shelf 
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occurred  when  the  Ranger  One  simply  collapsed  into  the  sea  kill- 
ing an  estimated  eight  employees;  four  were  drowned  and  four  are 
still  missing. 

Mr.  Chairman,  these  hearings  are  timely  since  this  accident  is 
unique  in  that  there  has  been  no  other  like  it  in  the  26  years  of 
records  I  have  been  able  to  obtain  on  accidents  on  the  U.S.  Outer 
Continental  Shelf. 

The  record  of  accidents  on  the  OCS  for  mobile  offshore  rigs 
shows  that  this  is  a  hazardous  business.  Since  1954,  there  have 
been  approximately  53  accidents  that  caused  the  total  loss  of  off- 
shore mobile  rigs,  with  approximately  75  percent  of  those  losses 
being  jackup  rigs,  of  which  the  Ranger  One-Three  series  of  rigs  are 
included. 

Currently,  there  are  425  total  mobile  rigs  operating  on  the  OCS, 
125  in  the  U.S  OCS.  The  majority  of  the  rig  losses  resulted  from 
storms — approximately  33 — or  were  blowout  related — approximate- 
ly 20.  Other  accidents  involving  mobile  rigs  occurred  during  trans- 
portation, but  the  Ranger  One  accident  did  not  involve  any  of 
these.  Therefore,  it  is  unique  and  deserves  attention,  and  I  am  glad 
we  are  giving  attention  to  it  today. 

Since  this  is  a  one  of  a  kind  accident,  there  does  not  appear  to  be 
any  standardization  that  can  be  applied  as  pertains  to  safety  unless 
it  involves  the  inspection  schedule  and  techniques. 

As  you  know,  a  great  deal  of  time,  effort  and  attention  was  given 
to  safety  during  the  4  years  Public  Law  95-372  was  considered  by 
the  Congress.  There  is  no  way  we  can  or  should  provide  a  cocoon 
for  everyone  guaranteeing  that  they  will  be  safe  from  all  hazards. 
However,  in  the  pursuit  of  commerce,  the  Government  has  a  re- 
sponsibility to  our  citizens  to  attempt  to  provide  a  safe  and  healthy 
environment  within  which  they  can  work. 

Sections  21  and  22  of  Public  Law  95-372  were  designed  to  do  just 
that,  and  I  hope,  since  the  Coast  Guard  and  the  Department  of 
Interior  are  the  lead  agencies  under  the  act,  and  are  appearing 
here  today,  that  we  take  this  opportunity  to  look  into  the  status  of 
the  investigation  of  OCS  safety  required  by  section  21(a)  as  well  as 
the  status  of  standards,  inspections,  enforcement,  and  the  interde- 
partmental relations  dictated  by  section  22(a). 

I  also  hope  that  we  can  get  all  of  the  facts  surrounding  this 
accident  in  the  record,  and  that  the  upcoming  results  of  the  scien- 
tific tests,  which  should  be  completed  within  the  next  30  days,  will 
be  included  as  a  part  of  the  record  on  these  hearings. 

In  addition,  I  would  like  to  suggest  that,  after  its  completion,  the 
staff  of  the  committee  take  a  close  look  at  the  report  on  marine 
insurance  currently  under  study  by  MarAd. 

As  I  have  stated,  since  1954  there  have  been  approximately  53 
rig  accidents  that  resulted  in  total  losses.  The  total  cost  of  these 
rigs  was  just  over  $9  billion,  and  insurance  payments  were  just 
over  $330  million.  Of  those  lost,  jackup  rigs  make  up  approximately 
75  percent,  possibly  because  they  represent  the  single  largest  num- 
bers of  mobile  drilling  units  in  service.  Since  1974,  semisubmersi- 
bles  have  made  up  a  larger  percentage  of  new  orders;  however,  in 
May  of  this  year,  10  out  of  the  14  new  orders  for  rigs  were  for 
jackups. 
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Bethlehem,  the  manufacturers  of  Ranger  One,  also  built  three 
sister  rigs  to  Ranger  One.  They  are  Ranger  Two,  Three,  and  Four. 
Ranger  Two  was  lost  while  under  tow  to  South  America,  Ranger 
Three  is  under  repair,  and  Ranger  Four  is  operating  in  the  Gulf  of 
Mexico. 

Activity  on  the  OCS  has  increased  worldwide  over  the  past  24  to 
28  months,  thus  the  resultant  increase  in  the  demand  for  mobile 
units.  This  increase  has  been  in  part  the  result  of  increased  sales 
in  the  past  2  years  beyond  what  was  leased  by  the  United  States 
previously. 

If  you  will  remember,  the  1953  OCSLA  was  amended  because 
activity  on  the  OCS  had  virtually  come  to  a  halt  basically  because 
of  lawsuits.  The  Nation's  capability  for  production,  and  orders  for 
rigs  that  are  currently  in  the  yards,  will  be  able  to  handle  the  new 
demands;  however,  the  time  period  within  which  the  rig  is  needed 
obviously  will  play  a  role  in  how  fast  drilling  activity  can  occur. 

Mr.  Chairman,  I  look  forward  to  the  testimony  of  the  witnesses 
today,  particularly  that  of  the  committee  investigator. 

Thank  you  very  much  for  allowing  me  to  give  this  statement  on 
behalf  of  myself  and  for  Mr.  Forsythe. 

The  Chairman.  Thank  you,  Mr.  Livingston. 

Mr.  Gene  Gleason,  the  committee's  chief  investigator,  if  he  will 
also  take  the  stand.  Admiral  Wallace,  if  you  will  proceed. 

STATEMENTS  OF  SIDNEY  A.  WALLACE,  COUNSEL,  MERCHANT 
MARINE  AND  FISHERIES  COMMITTEE,  REAR  ADMIRAL,  U.S. 
COAST  GUARD,  RETIRED,  ACCOMPANIED  BY  GENE  GLEASON, 
CHIEF  INVESTIGATOR,  SELECT  COMMITTEE  ON  OUTER  CON- 
TINENTAL SHELF 

Mr.  Wallace.  Thank  you,  Mr.  Chairman.  With  your  permission  I 
should  like  to  enter  my  full  statement  into  the  record,  and  use 
excerpts  from  it  together  with  some  additional  remarks  and  expla- 
nations as  I  go  along. 

The  Chairman.  Without  objection,  the  full  statement  will  be  in 
the  record  at  this  point.  You  may  proceed. 

[The  information  follows:] 

Statement  of  Sidney  A.  Wallace,  Rear  Admiral,  U.S.  Coast  Guard  (Retired) 

Mr.  Chairman,  Members  of  the  Select  Committee  on  the  Outer  Continental  Shelf. 

On  May  10,  1979,  at  approximately  10:40  P.M.,  Central  Daylight  Time,  the  mobile 
offshore  drilling  unit,  Ranger  One,  collapsed  while  on  station  for  drilling  operations 
in  Block  189L,  nine  miles  south-southeast  of  Galveston,  Texas. 

Early  press  reports  indicated  that  the  collapse  may  have  occurred  due  to  collision 
with  one  of  the  legs  supporting  the  unit  by  a  supply  boat.  The  upper  hull,  it  was 
reported,  had  sunk,  and  a  number  of  personnel  from  the  unit  were  dead  or  missing. 
The  Coast  Guard,  which  was  engaged  in  rescue  operations,  confirmed  the  reports  of 
the  casualty. 

Chairman  Murphy  directed  that  Investigator  Eugene  Gleason  and  I  proceed  to 
Galveston  and  investigate  the  events  surrounding  the  Ranger  One  tragedy.  At  the 
same  time,  the  Coast  Guard  had  convened  a  formal  Marine  Board  of  Investigation 
to  investigate  the  incident  and  determine  its  cause. 

Mr.  Gleason  and  I  arrived  in  Galveston  on  May  14.  Finding  that  the  members  of 
the  Marine  Board  had  already  arrived,  we  conferred  with  them  that  day,  viewing 
with  them  videotapes  of  the  broken  legs  taken  by  divers  with  underwater  cameras. 
We  remained  in  Galveston  for  the  balance  of  the  week,  and  pursued  the  investiga- 
tion in  a  number  of  ways.  We  were  transported  by  helicopter  to  the  Ranger  One 
site,  landing  on  a  nearby  platform  to  view  the  wreckage  that  was  visible  and  study 
the  surounding  area.  We  visited  Ranger  Three,  a  sister  unit  of  Ranger  One,  and 
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spent  several  hours  watching  operations  on  the  unit  and  talking  with  Ranger  Three 
personnel.  We  examined  the  documents  that  the  Marine  Board  had  accumulated, 
and  attended  sessions  of  the  Board,  which  began  its  hearings  on  May  16.  We 
interviewed  witnesses,  talked  with  Coast  Guard  and  Geological  Survey  officials,  met 
the  representatives  of  the  parties  in  interest,  and  pursued  other  lines  of  investiga- 
tion as  opportunities  presented  themselves. 

What  follows,  Mr.  Chairman  and  Members  of  the  Committee,  is  a  report  of  the 
results  of  our  investigation  conducted  in  Galveston  and  in  Washington  since  our 
return.  Our  investigation,  while  covering  some  of  the  same  ground  as  that  of  the 
Marine  Board,  has,  of  course,  been  conducted  from  the  perspective  of  this  Commit- 
tee. The  Marine  Board,  which  will  continue  its  work  for  some  weeks,  seeks  to  find 
the  specific  cause  of  the  failure  that  resulted  in  the  collapse  of  Ranger  One  and  will 
identify  the  factors  that  contributed  to  that  specific  cause.  We,  on  the  other  hand, 
pursuant  to  the  Chairman's  instructions,  took  a  broader  view,  intending  that  the 
results  of  our  investigation  should  assist  the  Committee  to  perform  its  oversight 
functions  in  light  of  the  comprehensive  legal  regime  established  by  the  Outer 
Continental  Shelf  Lands  Act  Amendments  of  1978  and  other  applicable  law. 

In  the  time  available  to  us,  we  went  beyond  Ranger  One  to  consider  executive 
agency  relationships  in  implementing  the  1978  Act;  continental  shelf  operations 
generally  in  light  of  the  managerial,  safety,  and  environmental  protection  provi- 
sions of  the  Act;  ownership  aspects  and  industry  practices  pertaining  to  mobile 
offshore  drilling  units  under  U.S.  registry;  energy  implications;  and  other  consider- 
ations subject  to  this  Committee's  jurisdiction.  Some  of  these  factors  require  further 
investigation  if  a  clear  picture  is  to  be  developed.  After  this  hearing  today  and 
subject  to  guidance  from  the  Committee,  we  will  continue  our  efforts  to  provide  a 
broad  and  solid  factual  framework  on  which  the  Committee  can  base  its  ultimate 
conclusions. 

Ranger  One  was  a  mobile  offshore  drilling  unit  of  a  category  widely  used  on  our 
continental  shelf  and  abroad,  a  self-propelled  vessel  capable  of  placing  its  support 
mat  on  the  bottom  and  jacking  up  the  upper  hull  to  conduct  workover  and  drilling 
operations. 

The  unit's  characteristics  were  as  follows:  Three  major  components:  upper  hull; 
support  mat;  three  columns  (legs).  Capable  of  working  in  water  depth  up  to  70  feet. 
Capable  of  drilling  up  to  10,000  feet.  Upper  hull  dimensions:  115  feet  long;  8  feet 
deep;  74  feet  wide. 

Three  columns  (legs)  4  feet  in  diameter,  125  feet  in  length,  connected  to  support- 
ing mat.  Tanks  to  store  mud,  cement  drilling  water,  and  potable  water;  Tanks  for 
ballast;  Derrick:  127  feet  high;  Crane:  30  ton  capacity;  Propulsion  assisted,  two 
units;  Capable  of  operating  in  6  foot  sea,  towing  in  4  foot  sea;  Gross  registered  tons: 
196. 

Ranger  One  was  ten  years  old  and,  for  the  last  two  years  was  owned  and  operated 
by  Atlantic  Pacific  Marine  Corp.,  whose  offices  are  in  Houston,  Texas.  The  unit  was 
designed  and  built  by  Bethlehem  Steel  Corp.,  Beaumont,  Texas,  in  1969. 

Ranger  One  entered  the  Alabama  Drydock  and  Shipbuilding  (ADSCO)  yard  in 
Mobile,  Alabama,  in  February  of  this  year.  The  purpose  was  to  conduct  periodic 
surveys,  perform  maintenance  and  upgrade  a  variety  of  equipment.  The  work  in- 
cluded inspection  and  replacement  of  large  sections  of  all  three  legs. 

On  application  by  Atlantic  Pacific,  the  Coast  Guard  began  an  inspection,  satisfac- 
tory completion  of  which  would  have  led  to  issuance  of  a  Certificate  of  Inspection. 
Because  the  inspectors  indicated  that  vessel  stability  tests  and  propulsion  unit  work 
would  be  required  to  satisfy  inspection  requirements.  Atlantic  Pacific  withdrew  its 
request  for  inspection  and  the  Coast  Guard  discontinued  the  process.  Because  of  its 
comparatively  small  size  (under  300  gross  registered  tons)  Ranger  One  was  not 
considered  subject  under  the  law  to  mandatory  inspection.  It  is  not  unusual  for 
owners  of  an  uninspected  vessel  to  ask  the  Coast  Guard  for  an  inspection  so  that  the 
vessel  may  be  issued  a  Certificate  of  Inspection.  The  Certificate's  advantages  include 
prospects  for  reduced  insurance  premiums  for  the  vessel  (we  have  mixed  reports  on 
whether  the  prospects  are  real)  and,  for  vessels  in  foreign  waters,  recognition  of  the 
U.S.  certificate,  thus  freeing  the  vessel  from  the  necessity  of  inspection  by  a  foreign 
government. 

Ranger  One  left  the  ADSCO  yard  in  mid-April  with  yard  work  uncompleted.  It  is 
understood  that  the  reason  for  departure  with  work  pending  was  that  Atlantic 
Pacific  had  a  commitment  for  the  unit  and  felt  that  the  remaining  work  could  be 
completed  enroute,  before  the  unit  took  station  for  drilling  operations. 

After  departing  Mobile  and  before  entering  the  Gulf  of  Mexico,  the  unit  delayed 
overnight  because  of  weather  and  sea  conditions  in  the  Gulf.  As  is  customary  in 
such  instances,  the  unit  was  to  be  jacked  up  for  comfort  (i.e.,  to  rest  on  the  bottom 
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rather  than  wallow  in  a  seaway).  In  jacking  up,  a  number  of  key  holes  in  the  legs 
were  found  to  be  too  small  to  accept  the  jacking  keys;  i.e.,  they  had  not  been  cut  to 
proper  size  in  the  yard.  Welders  from  a  service  company,  "Allen  Welders",  who 
were  embarked  to  assist  in  work  enroute,  cut  the  holes  to  proper  size  with  acetylene 
torches.  During  the  jack  up  operations,  two  or  three  key  holes  in  the  stern  leg  were 
torn. 

Ranger  One  proceeded  westward  in  the  Gulf  of  Mexico  to  Fouchon,  Louisiana,  a 
small  town  west  of  Grand  Isle,  arriving  on  April  27.  Here  more  work  was  completed; 
e.g.  installation  of  equipment  that  had  not  been  completed  in  the  yard  and  place- 
ment of  inserts  in  the  stern  leg  where  the  key  holes  had  been  torn.  The  work  at 
Fouchon  on  the  legs  was  done  by  ADSCO  personnel  who  had  been  flown  in  for  the 
purpose. 

Ranger  One  proceeded  from  Fouchon  to  "Block  189L,  Galveston  Area",  arriving 
on  May  6.  The  unit  jacked  up  and  commenced  driving  "drive  pipe"  for  a  new  well 
adjacent  to  an  existing  well.  This  operation  was  under  contract  to  Mitchell  Energy 
Offshore  Corp.  of  Spring,  Texas,  lessee  of  the  block. 

Operations  were  normal  until  May  9,  when  the  supply  boat,  "Delta  Seahorse" 
contacted  the  starboard  bow  leg  of  Ranger  One  while  attempting  to  moor  alongside 
to  transfer  cargo.  The  contact  was  felt  on  Ranger  One,  and  personnel  from  the  unit 
inspected  for  damage.  These  personnel  seemed  satisfied  with  the  condition  of  the  leg 
but  warned  Delta  Seahorse  to  "stay  away  from  the  legs".  No  damage  was  evident 
from  the  boat.  Delta  Seahorse  is  150  feet  long,  beam  32  feet,  gross  tons  180.  It  is 
owned  and  operated  by  Seahorse,  Inc.,  of  Morgan  City,  La.  The  next  day,  on  May  10, 
the  next  significant  event  occurred.  Sometime  between  3  and  5  p.m.  (witnesses  did 
not  agree  on  the  exact  time).  Ranger  One  moved.  Witnesses  who  were  on  the  unit  at 
the  time  variously  described  the  sensation  they  felt  as  a  "jump",  "drop",  or  "shud- 
der". The  Delta  Seahorse,  moored  to  the  unit  on  the  starboard  side  and  transferring 
cargo,  was  well  clear  of  the  legs  at  the  time.  Unit  personnel  checked  the  jacking 
pins  and  wedges.  The  pins  and  wedges  were  normal.  The  inclinometers  in  the  pilot 
house  indicated  that  the  unit  was  level.  The  unit  supervisor  (the  "tool  pusher")  was 
satisfied  that  all  indications  were  normal  and  work  was  resumed. 

At  least  two  men  on  the  unit  felt  alarm.  The  Mitchell  Energy  representative 
radioed  his  company  ashore  that  he  "had  the  hell  scared  out  of  him"  by  the 
movement  of  the  unit.  One  drilling  worker  quit,  saying  he  was  "scared  of  the  rig"; 
he  was  transported  ashore  by  crew  boat. 

Later  that  same  day,  the  tragedy  occurred.  At  approximately  10:40  p.m.,  the  stern 
leg  failed  and  the  upper  hull  fell  into  the  water  stern  first,  breaking  the  two  bow 
legs  as  it  fell.  The  hull  swung  around  and  struck  the  Delta  Seahorse,  inflicting 
moderate  damage  to  the  boat's  stern,  the  crew  of  the  boat  cut  the  mooring  hawsers 
to  avoid  being  dragged  by  the  Ranger  One  hull,  but  stayed  on  anchor,  throwing  life 
saving  equipment  to  the  men  in  the  water  and  transmitting  a  Mayday.  A  tug, 
towing  another  mobile  unit  through  the  area,  joined  the  rescue  operations.  Thirty 
men  had  been  on  Ranger  One  at  the  time  of  the  collapse.  Twenty-two  were  rescued, 
some  with  serious  injuries.  Four  bodies  have  been  recovered;  four  men  remain 
missing. 

Some  time  after  the  upper  hull  sank,  the  bow  end  of  the  support  mat  broke  water, 
the  stern  remaining  in  the  mud  of  the  bottom.  For  several  days  thereafter,  the  mat 
worked  in  the  seaway  close  aboard  the  existing  well  adjacent  to  the  dry  pipe  Ranger 
One  had  been  driving.  Considerable  concern  was  expressed  about  the  possibility  of 
the  mat  breaking  free  and  being  propelled  into  the  existing  well,  with  resulting 
damage  almost  certainly  resulting  in  pollution. 

On  May  11,  the  day  after  the  casualty,  the  Coast  Guard  ordered  a  Marine  Board 
of  Investigation  to  convene,  making  arrangements  with  the  Geological  Survey  to 
provide  a  USGS  official  to  participate.  Board  members  visited  the  scene  of  the 
collapse  and  a  sister  unit,  Ranger  Three,  on  May  14.  The  Board  convened  its 
hearing  on  May  16  and  commenced  taking  testimony.  After  the  Board's  opening 
statement  and  before  the  first  witness,  I  made  a  statement  on  behalf  of  the  Chair- 
man and  asked  that  the  statement  be  entered  in  the  record  of  the  Board.  A  copy  of 
that  statement  is  attached  to  our  Investigative  Report. 

The  Marine  Board  adjourned  on  June  1,  1979,  to  await  the  completion  of  metal- 
lurgical and  fracture  mechanics  analyses  currently  underway.  Thus  far  the  Board 
has  taken  testimony  from  34  witnesses  and  entered  101  exhibits  into  the  record. 
Anticipated  date  for  reconvening  is  August  20,  although  this  depends  upon  the 
completion  of  the  analysis  process  and  the  readiness  of  expert  witnesses  to  testify. 
Based  on  the  information  obtained  thus,  far,  the  Board  caused  to  be  issued  a  Marine 
Safety  Advisory  to  alert  operators  of  units  similar  in  design  to  Ranger  One  to  the 
advisability  of  conducting  special  inspections  of  the  legs.  At  least  40  mobile  offshore 
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drilling  units,  comparable  to  Ranger  One  in  design  and  construction,  need  inspec- 
tion pursuant  to  the  Advisory. 

Salvage  operations  resulted  in  the  recovery  of  all  three  legs  on  or  before  May  2Z. 
The  aft  leg  had  broken  6-12  inches  above  the  supporting  mat.  This  was  a  section  of 
the  leg  that  had  not  been  replaced  in  the  repair  yard.  According  to  reports,  the 
break  appeared  to  be  a  fatigue  type  failure,  concentric  to  the  leg,  with  the  fracture 
face  peened  due  to  working.  It  would  seem  that  the  leg  cracked  in  the  afternoon 
when  the  "jump"  was  experienced  on  the  unit,  worked  until  10:40  p.m.  and  then 
failed,  resulting  in  the  collapse. 

Confirmation  or  contradiction  of  this  hypothesis  will  be  through  the  metallurgical 
and  fracture  mechanics  analyses  already  underway  under  auspices  of  the  Marine 
Board.  The  following  tentative  conclusions  would  seem  sufficiently  certain  for  the 
purposes  of  the  Select  Committee  in  holding  this  hearing: 

The  stern  leg  of  Ranger  One  failed,  resulting  in  loss  of  life,  destruction  of  the 
unit,  and  danger  of  a  serious  pollution  incident.  This  occurred  soon  after  extensive 
maintenance  had  been  performed  on  the  unit,  including  its  legs.  Ranger  One  was 
one  of  many  mobile  offshore  drilling  units  of  similar,  if  not  identical,  configuration 
and  design,  operating  on  the  Outer  Continental  Shelf  of  the  United  States  as  well  as 
abroad  under  U.S.  registry.  This  accident  is  the  sort  of  occurrence  the  Outer 
Continental  Shelf  Lands  Act  Amendments  of  1978  was  intended  to  prevent. 

The  parties  in  interest  designated  by  the  Marine  Board  i.e.,  those  having  the  right 
to  present  evidence,  cross-examine  witnesses,  etc.  .  .  .  were  four  in  number. 

1.  Atlantic  Pacific  Marine  Corporation— owner  and  operator  of  Ranger  One. 

2.  Mitchell  Energy  Offshore  Corporation— lessee  of  the  block  in  which  Ranger  One 
was  working. 

3.  Seahorse  Inc.,  (with  its  subsidiary.  Offshore  Crews  Inc.,)  owner  and  operator  of 

4.  Alabama  Drydock  and  Shipbuilding  Corporation— shipyard  where  recent  work 
on  Ranger  One  took  place. 

Our  investigative  report  contains  certain  information  regarding  the  parties  in 
interest,  such  as  the  names  and  addresses  of  the  executive  officers,  parent  or 
subsidiary  corporations,  attorneys  representing  them  before  the  Board,  etc.  There  is 
nothing  remarkable  about  this  information,  but  it  does  point  up  the  layering  of 
corporations  in  the  oil  exploration  and  exploitation  industry  and  in  the  service 
companies  that  provide  support.  This  is,  it  would  seem,  an  effective  way  to  limit 
liability  in  a  business  known  for  high  risks  as  well  as  steady  profits.  That  latter 
aspect,  I  would  suggest,  may  account  for  the  very  ample  legal  representation  pro- 
vided by  the  parties  in  interest.  I  remark  on  this  not  to  criticize  in  any  way,  but 
only  to  suggest  that  much  is  at  stake  here,  more  than  the  loss  of  one  mobile  offshore 
drilling  unit  might  directly  entail. 

Another  interesting  fact  concerns  Atlantic  Pacific  Marine  Corp.,  owner  and  opera- 
tor of  Ranger  One,  Ranger  Three,  and  other  units  under  U.S.  registry.  Ranger  One's 
documents  disclose  an  endorsement  that  the  vessel  was  precluded  from  engaging  in 
coastwise  trade  because  the  ownership  was  75%  or  more  non-U. S.  Of  course,  drilling 
units  don't  engage  in  trade  in  the  Jones  Act  sense,  but  the  endorsement  was 
required  because  Ranger  One  was  a  vessel.  The  controlling  interest  in  Atlantic 
Pacific  appears  to  be  owned  by  A.  P.  Moller,  the  largest  shipowning  firm  in  Den- 
mark. Our  enquiries  have  elicited  the  opinion  from  those  in  the  business  that  this  is 
not  at  all  unusual,  and  that  many  mobile  units  under  U.S.  registry  are  owned  at 
least  in  part  by  foreign  interests.  We  have  thus  far  devised  no  way  to  determine  the 
extent  of  this  foreign  ownership  but,  should  the  Committee  desire  that  this  question 
be  further  pursued,  we  will,  of  course,  do  so.  Suffice  it  to  say  that  foreign  ownership 
of  corporations  owning  units  under  U.S.  registration  is  not  precluded  by  existing 
law.  Further,  public  policy  in  this  area,  as  reflected  in  the  1978  Act,  seems  to  have 
been  established  in  light  of  the  operations  of  U.S.  owned  drilling  units  on  the 
Continental  Shelves  of  foreign  nations. 

Classification  societies  play  a  role  with  respect  to  mobile  offshore  drilling  units,  as 
with  most  commercial  vessels  of  other  types.  The  American  Bureau  of  Shipping 
classed  Ranger  One  for  insurance  purposes  and  issued  its  loadline  certificate  pursu- 
ant to  delegated  authority  from  the  Coast  Guard. 

While  Ranger  One  was  in  the  Alabama  Drydock  and  Shipbuilding  yard  in  Febru- 
ary, both  the  ABS  surveyor  and  Coast  Guard  inspector  conducted  visual  inspections 
of  the  portions  of  the  unit's  legs  that  were  not  replaced.  Neither  official  saw 
anything  unusual,  and  neither  elected  to  require  non-destructive  testing  of  the  legs. 

The  Marine  Board  was  convened  by  the  Coast  Guard  under  provisions  of  46  USC 
239  (R.S.  4450),  which  sets  out  procedural  requirements  and  authority  (such  as 
subpoena  power).   Additionally,   the  convening  order  cites  the  Outer  Continental 
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Shelf  Lands  Act  Amendments  of  1978  as  concurrent  statutory  authority.  Presum- 
ably, Sections  21  and  22,  new  provisions  of  the  OCSLA  added  by  Section  207  of  the 
1978  Act,  are  operative  provisions  with  respect  to  the  Coast  Guard  accident  investi- 
gation. These  provisions  are  not  altogether  explicit  with  respect  to  investigating  an 
incident  of  this  character,  but  the  1978  Act,  read  together  with  preexisting  law 
provides,  ample  authority  for  and,  in  fact,  mandates  investigations  and  public 
reports  in  such  instances.  The  Board  on  Ranger  One  is  the  first  Marine  Board  of 
Investigation  on  a  mobile  offshore  drilling  unit  to  be  convened  since  enactment  of 
the  OCSLA  Amendments  of  1978. 

The  1978  Act  also  mandates,  in  new  Section  21  of  OCSLA,  a  study,  to  be  under- 
taken jointly  by  the  Secretary  of  the  Interior  and  the  Secretary  of  the  Department 
in  which  the  Coast  Guard  is  operating,  of  "the  adequacy  of  existing  safety  and 
health  regulations  and  of  the  technology,  equipment,  and  techniques  available  for 
exploration,  development,  and  production,  of  the  minerals  of  the  Outer  Continental 
Shelf.  The  results  of  the  study  are  to  go  to  the  President,  who  is  enjoined  to  submit 
a  "plan  to  the  Congress  of  his  proposals  to  promote  safety  and  health  in  the 
exploration,  development,  and  production  of  the  minerals  of  the  Outer  Continental 
Shelf."  Our  information  is  that  the  study  effort  began  with  the  enactment  of  the 
Act  but  is  considered  a  long  term  commitment  with  final  results  (the  President's 
Plan)  expected  one  or  two  years  from  now.  Questions  have  been  asked  by  the  Coast 
Guard  of  a  number  of  agencies  possessing  specialized  expertise  (e.g.,  the  Federal 
Aviation  Administration  regarding  helicopter  platforms),  and  a  contract  is  being 
negotiated  by  Geological  Survey  with  the  Marine  Board  of  the  National  Academy  of 
Engineering  to  conduct  certain  research  work.  Cooperation  and  coordination  be- 
tween the  Coast  Guard  and  the  Geological  Survey,  who  are  conducting  the  study  on 
behalf  of  their  respective  Secretaries,  appear  to  be  close  and  continuing. 

A  number  of  Executive  agencies  are  concerned  in  one  way  or  another  with 
activities  on  the  Outer  Continental  Shelf.  Clearly  the  Coast  Guard  and  Geological 
Survey  have  central  roles  in  regulating  shelf  activities.  Many  other  agencies  are 
involved,  such  as  the  National  Oceanic  and  Atmospheric  Administration  (Depart- 
ment of  Commerce),  the  Environmental  Protection  Agency,  the  Corps  of  Engineers 
(Department  of  Army),  and  of  course,  the  Department  of  Energy.  Lead  agencies  for 
various  administrative  and  regulatory  functions  are  required  by  the  1978  Act  to 
consult  with  still  more  agencies,  such  as  the  Department  of  Justice  and  the  Federal 
Trade  Commission. 

In  our  investigation,  we  identified  no  difficulties  in  agency  relationships  that 
contributed  to  the  Ranger  One  accident.  The  Coast  Guard  and  Geological  Survey  are 
still  in  the  process  of  implementing  the  1978  Act,  and  are  working  out  areas  of 
responsibility  falling  individually  or  jointly  to  those  two  agencies.  The  arrangement 
will,  we  understand,  be  set  out  in  a  formal  Memorandum  of  Understanding.  Other 
relationships,  too,  remain  to  be  worked  out;  e.g.,  the  respective  responsibilities  of 
the  Coast  Guard  and  OSHA  regarding  personnel  safety  and  working  conditions  on 
mobile  drilling  units.  Overall,  the  responsibilities  and  relationships  of  agencies 
having  authority  to  act  with  respect  to  the  Continental  Shelf  are  extremely  complex 
and  somewhat  convoluted.  If  the  goals  of  the  1978  Act  in  bringing  system  and  order 
to  Shelf  activities  are  to  be  realized,  further  oversight  by  this  Committee  will  be 
necessary  as  the  situation  evolves. 

With  respect  to  the  expanded  responsibilities  given  the  Coast  Guard  under  the 
1978  Act,  we  believe  that  the  Coast  Guard,  very  soon  after  the  Act's  enactment  in 
September,  1978,  had  identified  the  additional  resources  that  would  be  required  for 
implementation.  We  did  not  establish  why  these  additional  resources  were  not 
reflected  in  the  Administration's  1980  Budget,  and  we  do  not  know  when  or  if  these 
additional  resources  will  be  the  subject  of  a  supplemental  budget  request.  We  do  not 
believe  that  the  Coast  Guard  can  cope  adequately  with  its  expanded  responsibilities 
by  using  existing  resources  without  drawing  down  efforts  in  other  areas  that  can  ill 
afford  reduction  in  emphasis,  such  as  merchant  marine  safety  program  generally 
and  the  foreign  tanker  boarding  program  specifically.  The  Committee  may  wish  to 
pursue  this  matter  with  appropriate  administration  witnesses.  If  mishaps  stemming 
from  Shelf  activities  are  to  be  prevented,  the  agency  charged  with  safety  responsibil- 
ities must  have  the  wherewithal  to  do  its  job.  It  is  not  only  safety  on  and  off  the 
drilling  units  that  is  of  concern  here.  Also  of  great  concern  is  the  safety  of  naviga- 
tion through  areas  where  drilling  operations  are  profuse  and  diverse,  involving  not 
only  the  drilling  units  themselves  but  a  steady  procession  of  crewboats,  tugs,  and 
supply  boats,  which  service  the  drilling  operations  on  a  round-the-clock  basis.  Heav- 
ily laden  tankers  carrying  crude  oil,  oil  products,  and  chemicals  ply  these  waters  in 
imposing  number  and  frequency.  The  problems  involved  in  preventing  serious  acci- 
dents are  immense.  If  life  and  property  are  to  be  preserved  and  the  environment 
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protected  against  pollution,  a  properly  staffed  and  equipped  Coast  Guard  is  essen- 
tial. 

We  explore  but  cannot  report  as  yet  in  explicit  detail  on  certain  other  aspects  of 
drilling  operations  on  the  Shelf.  I  mention  them  now  to  inform  the  Committee  of 
the   possible   need   for   further   investigation   into   and   scrutiny   of  these   matters. 

We  believe  that  the  frenetic  pace  of  Continental  Shelf  drilling  operations  can  be 
explained  in  part  by  the  differences  in  profit  margin  between  "old"  and  "new"  oil 
and  gas.  This,  we  suggest,  is  a  matter  that  bears  exploration  through  questioning 
the  witnesses  who  will  testify  at  subsequent  hearings.  We  were  not  able  to  develop 
fully,  in  the  time  available  to  us,  a  full  understanding  of  how  decisions  are  made  on 
whether  oil  or  gas  obtained  by  drilling  new  wells  in  known  reservoirs  is  new  or  old 
for  pricing  purposes. 

We  also  believe  that  some  drilling  operations  involve  chance  taking  beyond  those 
normally  to  be  expected  in  an  industry  characterized  by  investments  of  speculative 
nature  and  operations  of  demanding  and  dangerous  character.  For  instance,  drilling 
close  to  known  shallow  gas  wells  may  involve  substantial  danger  to  the  drilling 
unit.  We  are  informed  that,  in  such  an  instance,  a  cracked  shale  area  could  lose 
pressure  and  result  in  a  cave-in  of  the  sea  bottom  supporting  the  unit.  These  kinds 
of  chances  may  be  taken  by  some  smaller  operators,  we  are  told,  in  a  calculated 
effort  to  realize  quick  profits  while  risking  to  some  extent  the  equipment  and  crews 
engaged  in  the  operation.  Responsible  companies,  we  are  assured,  steer  away  from 
such  situations,  but  the  practices  probably  do  exist. 

This  completes  my  prepared  statement,  Mr.  Chairman.  I  will  attempt  to  answer 
any  questions  that  you  or  the  other  members  of  the  Committee  may  have.  But  I 
must  state,  quite  candidly,  that  many  of  the  questions  that  may  arise  from  my 
report  are  those  for  which  we  have  not  yet  found  answers.  It  may  be  that  the 
witnesses  to  follow  are  better  equipped  to  provide  answers  in  such  a  case. 

Mr.  Wallace.  Mr.  Chairman,  members  of  the  Select  Committee 
on  Outer  Continental  Shelf,  on  May  10,  1979,  at  approximately 
10:40  p.m.,  central  daylight  time,  the  mobile  offshore  drilling  unit 
Ranger  One  collapsed  while  on  station  for  drilling  operations  in 
block  189L.,  9  miles  south-southeast  of  Galveston,  Tex. 

Chairman  Murphy  directed  that  Investigator  Gene  Gleason  and  I 
proceed  to  Galveston  and  investigate  the  events  surrounding  the 
Ranger  One  tragedy.  At  the  same  time,  the  Coast  Guard  had 
convened  a  formal  Marine  Board  of  Investigation  to  investigate  the 
incident  and  determine  its  cause. 

What  follows,  Mr.  Chairman  and  members  of  the  committee,  is  a 
report  of  the  result  of  our  investigation  conducted  in  Galveston  and 
in  Washington  since  our  return.  Our  investigation,  while  covering 
some  of  the  same  ground  as  that  of  the  Marine  Board,  has,  of 
course,  been  conducted  from  the  perspective  of  this  committee.  The 
Marine  Board,  which  will  continue  its  work  for  some  weeks,  seeks 
to  find  the  specific  cause  of  the  failure  that  resulted  in  the  collapse 
of  Ranger  One  and  will  identify  the  factors  that  contributed  to  that 
specific  cause. 

We,  on  the  other  hand,  pursuant  to  the  chairman's  instructions, 
took  a  broader  view,  intending  that  the  results  of  our  investigation 
should  assist  the  committee  to  perform  its  oversight  functions  in 
light  of  the  comprehensive  legal  regime  established  by  the  Outer 
Continental  Shelf  Lands  Act  Amendments  of  1978  and  other  appli- 
cable law. 

I  would  like  to  observe,  sir,  with  respect  to  dimensions  of  the 
problem,  that  there  are  a  great  many  platforms,  rigs,  units  that  we 
are  talking  about.  I  have  provided  through  the  courtesy  of  the 
Geological  Survey  and  the  Coast  Guard  two  charts  at  the  side  of 
the  room  that  illustrate  the  dimensions  of  the  problem.  The  larger 
chart  is  of  the  gulf  of  Mexico,  and  includes  not  only  mobile  rigs  but 
fixed  structures.  The  smaller  chart  is  of  the  Gulf  plus  an  indication 
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of  the  west  coast,  east  coast,  and  Alaska;  this  represents  only 
mobile  units  and  the  depiction  illustrates  which  kind  is  located 
where. 

A  few  observations  from  available  data:  Two-thirds  of  the  world's 
production  platforms  are  in  the  Gulf  of  Mexico.  The  large  chart 
provided  by  the  Geological  Survey  it  is  up  to  date  as  of  July  16, 
shows  113  mobile  rigs,  35  of  which  are  submersible  or  semisubmer- 
sible,  67  of  which  are  jackup,  the  type  that  Ranger  I  falls  within, 
and  11  are  drill  ships  and  drill  barges.  Fixed  structures:  2,354  in 
the  Gulf  of  Mexico. 

Speaking  worldwide,  regarding  the  mobile  marine  drilling  unit 
fleet,  there  are  attachments  to  the  report  prepared  by  Mr.  Gleason 
and  I  which  have  specific  data,  there  are  463  mobile  units  in 
existence  and  under  construction,  54  units  under  construction 
worldwide.  Seventeen  units  have  been  retired  since  1977,  including 
seven  jackups  and  including  six  converted  to  production  platforms. 

Of  the  463  mobile  units,  26  are  submersible,  86  drill  ships  and 
barges,  125  semisubmersible,  and  226  jackups.  Clearly  jackups 
dominate  the  new  construction  scene,  and  at  the  end  of  1978, 
according  to  the  industry  data,  there  was  not  one  jackup  unit 
unutilized  in  the  United  States,  and  there  was  only  one  idle  world- 
wide. 

Ranger  One  was  a  mobile  offshore  drilling  unit  of  a  category 
widely  used  on  our  Continental  Shelf  and  abroad,  a  self-propelled 
vessel  capable  of  placing  its  support  on  the  bottom  and  jacking  up 
the  upper  hull  to  conduct  drilling  operations. 

I  would  footnote  the  reference  to  self-propelled  because  this  is  an 
issue  which  has  to  be  explored.  Technically  it  is  called  a  propul- 
sion-assist unit,  and,  as  I  believe  the  Coast  Guard  witness  will 
explain,  this  bears  on  whether  or  not  it  should  be  inspected,  in 
view  of  its  size. 

We  have  provided  pictures  in  the  files  before  you,  black-and- 
white  pictures,  of  Ranger  One  in  the  shipyard,  Alabama  Drydock  & 
Shipbuilding  Co.,  with  the  derrick  in  the  stowed  position.  Of  course, 
the  derrick  would  have  been  upright  and  deployed  in  the  bow  of 
the  vessel  for  work  over  the  drilling  operations  while  it  was  on 
station. 

The  unit's  characteristics  were  as  follows:  Three  major  compo- 
nents, the  upper  hull,  support  mat,  three  columns  or  legs  capable 
of  working  in  water  depth  up  to  70  feet,  capable  of  drilling  up  to 
10,000  feet.  The  upper  hull  dimensions  were  115  feet  long,  8  feet 
deep,  74  feet  wide.  The  three  columns  were  4  feet  in  diameter,  125 
feet  in  length,  connected  to  the  supporting  mat. 

The  vessel,  both  the  mat  and  the  upper  hull,  had  a  number  of 
tanks  for  various  storage  and  ballast  purposes,  a  127-foot  derrick,  a 
30-ton  crane,  and  two  propulsion  assist  units. 

Ranger  One  was  10  years  old,  and  for  the  last  2  years  was  owned 
and  operated  by  Atlantic-Pacific  Marine  Corps,  whose  offices  are  in 
Houston,  Tex.  The  unit  was  designed  and  built  by  Bethlehem  Steel 
Corp.,  at  Beaumont,  Tex.,  in  1969. 

Ranger  One  entered  Alabama  Drydock  &  Shipbuilding  (ADSCO) 
yard  in  Mobile,  Ala.,  in  February  of  this  year.  The  purpose  was  to 
conduct   periodic   surveys,   perform   maintenance,   and   upgrade   a 
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variety  of  equipment.  The  work  included  inspection  and  replace- 
ment of  large  sections  of  all  three  legs. 

On  application  by  Atlantic-Pacific,  the  Coast  Guard  began  an 
inspection,  satisfactory  completion  of  which  would  have  led  to  issu- 
ance of  a  certificate  of  inspection.  Because  the  inspectors  indicated 
that  vessel  stability  tests  and  propulsion  unit  work,  as  well  as  some 
additions  to  the  lifesaving  equipment,  would  be  required  to  satisfy 
inspection  requirements,  Atlantic  Pacific  withdrew  its  request  for 
inspection  and  the  Coast  Guard  discontinued  the  process.  Because 
of  its  comparatively  small  size— under  300  gross  registered  tons- 
Ranger  One  was  not  considered  subject  under  the  law  to  manda- 
tory inspection. 

Ranger  One  left  the  ADSCO  yard  in  mid-April  with  yard  work 
uncompleted.  It  is  understood  that  the  reason  for  departure  with 
work  pending  was  that  Atlantic  Pacific  had  a  commitment  for  the 
unit  and  felt  that  the  remaining  work  could  be  completed  enroute, 
before  the  unit  took  station  for  drilling  operations. 

Ranger  One  proceeded  westward  in  the  Gulf  of  Mexico  to  Fou- 
chon.  La.,  a  small  town  east  of  Grand  Isle,  arriving  on  April  27. 
Here  more  work  was  completed;  for  example,  installation  of  equip- 
ment that  had  not  been  completed  in  the  yard  and  placement  of 
inserts  in  the  stern  leg  where  the  key  holes  had  been  torn.  The  key 
holes  were  torn  in  a  jacking  operation  that  took  place  between 
departure  from  the  yard  in  Mobile  and  entry  into  the  Gulf  of 
Mexico.  The  work  at  Fouchon  on  the  legs  was  done  by  ADSCO 
personnel  who  had  been  flown  in  for  the  purpose. 

Ranger  One  proceeded  from  Fouchon  to  "Block  189L,  Galveston 
Area,"  arriving  on  May  6.  The  unit  jacked  up  on  a  mud  bottom  in 
about  60  feet  of  water  and  commenced  driving  drive  pipe  for  a  new 
well  adjacent  to  an  existing  well.  This  operation  was  under  con- 
tract to  Mitchell  Energy  Offshore  Corp.  of  Spring,  Tex.,  lessee  of 
the  block. 

Operations  were  normal  until  May  9,  when  the  supply  boat  Delta 
Seahorse  contacted  the  starboard  bow  leg  of  Ranger  One  while 
attempting  to  moor  alongside  to  transfer  cargo.  The  contact  was 
felt  on  Ranger  One,  and  personnel  from  the  unit  inspected  for 
damage.  These  personnel  seemed  satisfied  with  the  condition  of  the 
leg  but  warned  Delta  Seahorse  to  stay  away  from  the  legs.  No 
damage  was  evident  from  the  boat.  Delta  Seahorse  is  150  feet  long, 
beam  32  feet,  gross  tons  180.  It  is  owned  and  operated  by  Seahorse, 
Inc.,  of  Morgan  City,  La. 

In  the  testimony  before  the  Marine  Board,  it  was  evident  that 
the  so-called  brush  that  was  felt  on  the  unit  when  the  supply  boat 
contacted  is  not  all  that  unusual  in  offshore  operations,  although 
there  was  concern.  Unit  personnel  did  go  down  in  a  basket  and 
took  a  look  at  it,  and  concluded  that  there  was  no  need  for  suspen- 
sion of  operations.  The  next  day,  on  May  10,  the  next  significant 
event  occurred.  Sometime  between  3  and  5  p.m. — witnesses  did  not 
agree  on  the  exact  time — and  this  is  true  generally  in  the  account 
of  events,  except  for  the  collapse  itself,  Ranger  One  moved. 

Witnesses  who  were  on  the  unit  at  the  time  variously  described 
the  sensation  they  felt  as  a  jump,  drop,  or  shudder.  The  Delta 
Seahorse,  moored  to  the  unit  on  the  starboard  side  and  transferring 
cargo,   was   well   clear   of  the   legs   at   the   time.   Unit   personnel 
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checked  the  jacking  pins  and  wedges.  The  pins  and  wedges  were 
normal.  The  incHnometers  in  the  pilothouse  indicated  that  the  unit 
was  level.  The  unit  supervisor — the  tool  pusher — was  satisfied  that 
all  indications  were  normal  and  work  was  resumed. 

At  least  two  men  on  the  unit  felt  alarm,  and  there  is  some 
evidence  that  a  number  of  other  men  felt  alarm  as  well.  The 
Mitchell  Energy  representative  radioed  his  company  ashore  that  he 
"had  the  hell  scared  out  of  him"  by  the  movement  of  the  unit.  One 
drilling  worker  quit,  saying  he  was  "scared  of  the  rig";  he  was 
transported  ashore  by  crew  boat. 

The  weather  at  the  time  was  overcast  800  feet,  visibility  3  miles, 
with  a  5-  to  7-foot  sea,  and  the  wind,  so  nearly  as  we  can  discern 
from  the  available  testimony,  was  from  the  south  to  southwest  at 
25  knots.  It  apparently  was  working  up,  because  the  following 
morning  the  Coast  Guard  on  scene  for  rescue  operations  reported  a 
wind  from  the  southwest  at  42  knots. 

Later  that  same  day,  the  tragedy  occurred.  At  approximately 
10:40  p.m.,  the  stern  leg  failed  and  the  upper  hull  fell  into  the 
water  stern  first,  breaking  the  two  bow  legs  as  it  fell.  The  hull 
swung  around  and  struck  the  Delta  Seahorse,  inflicting  moderate 
damage  to  the  boat's  stern,  but  not  disabling  the  boat.  The  crew  of 
the  boat  cut  the  mooring  hawsers  to  avoid  being  dragged  by  the 
Ranger  One  hull,  but  stayed  on  anchor,  throwing  lifesaving  equip- 
ment to  the  men  in  the  water  and  transmitting  a  Mayday.  A  tug, 
towing  another  mobile  unit  through  the  area,  joined  the  rescue 
operations.  Thirty  men  had  been  on  Ranger  One  at  the  time  of  the 
collapse.  Twenty-two  were  rescued,  some  with  serious  injuries.  Four 
bodies  have  been  recovered;  four  men  remain  missing. 

The  estimates  of  the  number  of  men  on  board  will  differ  in  the 
literature,  and  this  is  the  most  recent  information  I  was  able  to 
obtain  from  Galveston,  but  you  will  see  in  some  of  the  data  such  as 
in  the  search  and  rescue  file  which  is  appended  to  the  report, 
reference  to  35  men.  In  any  event,  eight  were  lost. 

Mr.  Chairman,  I  would  like,  if  you  feel  we  have  the  time,  to  read 
two  or  three  excerpts  from  the  record  of  the  Marine  Board,  which 
come  from  testimony  of  eyewitnesses,  to  portray  what  these  people 
felt,  and  how  the  failure  was  totally  unexpected. 

The  Chairman.  Proceed. 

Mr.  Wallace.  The  first  witness  from  whom  I  will  quote  is  named 
Sasser.  He  was  one  of  the  two  drillers.  They  worked  12  hours  on,  12 
hours  off  on  a  unit.  He  was  one  of  the  two  drillers  on  the  unit,  and 
he  was  off  duty  at  the  time.  In  response  to  a  series  of  questions, 
working  up  to  the  event,  he  was  asked: 

Well,  then,  what  happened? 

Well,  about  10  o'clock — they  wake  us  up  at  10  o'clock,  the  cook  does,  and  about 
10:15  I  was  sitting  there  on  the  bed,  me  and  one  of  my  hands — I  don't  remember 
which  one,  and  the  night  cook  came  in  and  said,  "Them  service  hands  are  looking  at 
your  chow.  You  had  better  come  on  if  you  want  something  to  eat. 

I  said,  "Well,  I  will  be  there  in  a  minute."  So  I  got  up  and  I  walked  in  there  and  I 
got  my  work  clothes  on,  and  I  went  in  there  and  laid  my  hard  hat  down  on  the  floor 
by  the  door. 

I  went  and  got  me  a  plate.  I  think  he  had  pork  chops  and  taters  with  cheese 
melted  on  it. 

I  got  my  plate  and  sat  down  and  I  got  me  a  glass  of  milk  and  I  sat  down,  and  I 
drank   my   glass   of  milk.   I   was   giving  the   cook   a   hard   time,   as   I   always   do. 
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I  got  up  to  get  a  glass  of  milk,  and  when  I  got  up  I  was  talking— I  don't  remember 
what  I  was  talking  about.  That's  how  important  it  was. 

When  I  turned  around  to  grab  for  the  milk  dispenser  the  floor  just  fell  out  from 
under  me.  I  could  see  it  going  away  from  me.  I  could  look  around  and  nobody  was 
making  a  sound.  I  never  did  hear  nothing.  I  couldn't  touch  nothing,  and  then  at  this 
same  time,  I  guess,  the  water  just  came  in  behind  me  and  I  was  turning  flips  in  the 
water  or  rolling  around  in  the  water,  and  finally  I  got  my  feet  up  under  me  and  I 
stood  up  and  the  water  hit  me  about  right  here  [indicating]. 

Question.  Where  is  that?  Could  you  describe  that  for  the  record? 

Answer.  Right  above  the  belt,  just  about  this  deep.  At  that  time  out  of  the  corner 
of  my  eye  I  saw  there  was  five  or  six  people  at  the  door  trying  to  push  the  door 
open. 

Question.  Which  door  was  this? 

Answer.  The  door  going  out  the  side  of  the  galley,  and  I  saw  them  trying— they 
was  pushing  against  it,  and  in  my  mind,  something  in  my  mind  told  me  that  it  was 
water  against  it  was  the  reason  why  it  wouldn't  open. 

So,  there  is  a  window  right  there  behind  that  table.  One  of  my  hands,  Marcus 
Howard  was  right  behind  me,  and  I  slapped  him,  and  I  went  through  the  window 
and  he  come  through  the  window  behind  me,  and  the  night  cook,  I  think,  came 
through  the  window  behind  him,  and  I  went  around  up  on  the  heliport. 

I  was  telling  the  people,  all  of  the  people  that  I  saw,  to  go  to  the  high  side  and 
stay  up  there. 

In  turn  I  walked— I  come  back  down  and  the  little  cracker  box  sleeper  up  on  the 
top— I  was  looking  for  life  jackets.  We  had  life  jackets  on  the  heliport,  but  I  guess  in 
the  fall  they  was  gone,  and  I  went  up  in  that  little  house  looking  for  life  jackets  on 
the  bed,  and  I  found  out  later  they  was  up  on  top  of  the  wall  locker. 

In  the  living  quarters  all  of  the  life  jackets  was  up  under  the  beds.  That's  where  I 
presumed  they  was  up  there.  I  had  never  been  up  there,  and  I  went  up  in  there  and 
I  got  to  thinking  if  it  went  on  down  I  would  get  trapped  in  there  and  I  couldn't  get 
out,  so  I  come  out. 

About  that  time  Jim  Copeland  comes  by,  and  there  was  two  life  rings  pinned 
between  the  derrick  and— the  derrick  was  laying  across,  and  it  hit  the  side  of  that 
little  house  and  tore  the  side  of  it  out  on  one  corner,  and  they  were  in  between  the 
house  and  the  derrick,  and  the  derrick  was  swaying  back  and  forth  like  this 
[demonstrating]. 

I  guess  the  waves  was  pushing  it.  We  couldn't  get  it  free,  so  I  went  on  up  to  the 
high  side  and  he  came  up  there,  and  then  Brent,  the  welder,  they  was  hollering— 
they  was  pushing  him  up,  so  we  grabbed  him  and  pulled  him  up,  and  the  little 
Southwest  hand  that  couldn't  swim— I  don't  know  his  name.  I  never  did  find  out  his 
name.  But  in  turn  the  heliport  had  done  started  getting  a  pretty  good  swing  and  he 
could't  make  it,  and  I  reached  down  and  pulled  him  up,  and  Mr.  Jimmy  Ferguson, 
the  company  man,  was  walking  the  handrail  on  the  outside  of  the  rig,  and  it  was 
one  man  on  the  crane  boom. 

There  was  people  all  around  the  back  side  of  the  rig  hollering  and  screaming  for 
help,  to  throw  them  a  life  jacket,  but  I  didn't  have  nothing  to  throw  them.  I  didn't 
have  nothing  for  myself. 

And  Louis  Le  Fevre  was  sitting  where  the  rig  floor  usually  sits.  The  skids  were  all 
the  way  in,  a  lot  further  than  I  ever  saw  them  in.  They  were  plumb  off  the  anchor, 
the  pad.  I  don't  know  how  far  it  came  in,  and  he  was  sitting  up  there  hollering  "his 
arm."  He  didn't  have  an  arm  any  more. 

And  there  was  people  hitting  the  water  with  life  buoys,  and  I  was  trying  to  find 
some  way  to  get  the  people  I  had  up  there  off  and  myself  too. 

And  everything  got  quiet.  The  work  boat,  he  pulled  around.  He  would  shine  his 
light  over  there.  He  wouldn't  try  to  come  around  where  we  was.  He  was  hollering 
and  screaming. 

This  witness  is  Mack  Johnson,  the  tool  pusher.  The  tool  pusher  is 
the  representative  of  the  owner  and  operator  of  the  unit,  who  is, 
unless  they  are  in  a  navigation  mode,  in  charge  of  the  unit.  They 
had  brought  IMack  Johnson  in  his  testimony  to  the  same  place 
where  Sasser  started,  and  were  asking  if  he  heard  anything  when 
the  failure  occurred.  He  said: 

No,  sir,  just— we  was  sitting  there  talking,  you  know,  right  here  at  crew-change 
time,  you  know,  getting  close  to  crew-change  time,  and  the  International  Hammer 
people,  they  was  in  there.  We  were  all  picking  at  one  another,  you  know,  like  a 
bunch  of  men  carrying  on  a  bunch  of  bull,  you  know.  And  we  were  sitting  there 
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talking.  My  drilling  crew,  they  was  up  eating.  And  the  first  thing  we  all  we  just  fell, 
you  know,  just — I  didn't  hear  any  kind  of  racket,  just  near  about  took  our  breath 
you  know,  when  it  fell.  That's  how  fast  it  fell.  And  it  was  just  silence,  you  know, 
until  we  hit  the  water. 


In  response  to  a  question  about  his  companions: 


Question.  Do  you  know  the  people  that  are  missing? 

Answer.  Not  by  name,  no,  sir. 

Question.  OK. 

Answer.  Other  than  that  APMC  man.  I  know  him  because  I  have  been  working 
with  him  a  long  time. 

Question.  Who  was  that? 

Answer.  John  Perkins. 

Question.  And  did  you  see  him  anytime  during  this 

Answer.  Yes,  sir.  He  couldn't  have  been  left  the  galley  no  more  than  a  minute  or 
two  because  he  was  all  talking,  me  and  him  and  my  mechanic  and  John  Perkins, 
the  one  that's  missing.  We  was  all  just  talking  right  there,  just  minutes,  you  know. 

Question.  But  he  had  left  the  galley  before  the  event  occurred? 

Answer.  To  the  best  of  my  knowledge,  yeah  .  .  . 

Finally  I  have  testimony  from  a  witness  named  James  Ferguson. 
James  Ferguson  was  called  the  company  man.  He  actually  is  the 
representative  of  the  company  which  employed  Ranger  One  to  do 
the  drilling,  Mitchell  Energy  Offshore  Corp.  He  was  describing  the 
events  and  what  he  was  doing  in  a  routine  way  when  they  oc- 
curred: 

And  I  went  back  in  the  office.  I  was  going  to  take  a  shower  and  decided  to  start 
my  report,  which  I  do  every  night  before  I  relax,  and  then  take  a  shower  and  lie 
down  for  a  while. 

While  I  was  writing  my  report,  why,  there  was  a  sudden  popping  and  a  drop. 
That's  when  we  went  into  the  water. 

My  feeling  then  was  of  going  forward  and  then  of  weightlessness,  and  for  just  a 
fraction  of  a  second  (snaps  fingers)  or  something  like  that,  the  desk  and  the  radios 
and  everything  that  were  in  the  office  at  the  time,  they  were  flying  all  around  that 
room  over  yonder,  and  I  imagine  some  of  them  hit  me  in  the  back.  I  don't  know.  But 
the  next  I  knew  we  were  floating.  I  could  feel  that  floating  effect.  Water  was 
rushing  into  the  office,  and  I  was  at  the  same  time  trying  to  get  away  from  the 
debris  there,  which  I  was  partially  under  the  desk  at  the  time. 

He  describes  his  exit  through  a  window. 

When  I  came  out  there  was  a  man  who  I  will  identify  as  Mr.  Le  Fevre,  because  he 
had  an  arm  torn  off.  He  was  crying  that  he  had  lost  his  arm  and  didn't  know  what 
to  do. 

I  helped  him  down  from— it  looked  like  he  was  on  a  beam.  I  cannot  identify  the 
beam.  I  helped  him  down  and  I  asked  him  to  remain  there  while  I  looked  for  some 
life  preservers. 

There  was  a  good  bit  of  this  testimony,  sir,  and  I  would  hope  that 
we  can  have  some  other  witnesses  at  some  future  hearing. 

Some  time  after  the  upper  hull  sank,  the  bow  end  of  the  support 
mat  broke  water,  the  stern  remaining  in  the  mud  of  the  bottom. 
For  several  days  thereafter,  the  mat  worked  in  the  seaway  close 
aboard  the  existing  well  adjacent  to  the  drive  pipe  Ranger  One  had 
been  driving.  Considerable  concern  was  expressed  about  the  possi- 
bility of  the  mat  breaking  free  and  being  propelled  into  the  exist- 
ing well,  with  resulting  damage  almost  certainly  resulting  in  pollu- 
tion. 

I  don't  know  how  effective  these  color  slides  are  going  to  be,  but  I 
would  like  to  try  to  show  you  a  few  slides,  to  show  what  the  rig 
looked  like  before  it  fell  and  what  the  operation  entailed  thereaf- 
ter. This  is  a  picture  (slide  1)  of  Ranger  Three,  a  sister  unit  to 
Ranger  One,  except  there  are  a  few  differences  in  configuration. 
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For  one  thing,  the  helicopter  platform  on  Ranger  One  was  on  the 
starboard  side  rather  than  the  port  side  as  shown  here.  This  is  the 
Petroleum  Helicopters,  Inc.,  helicopter  on  which  Mr.  Gleason  and  I 
had  been  transported  to  Ranger  Three  to  look  at  the  configuration 
and  talk  with  the  tool  pusher  of  this  sister  unit.  We  are  looking  aft. 
This  is  the  deckhouse.  It  contains  the  galley  and  the  sleeping 
quarters  which  the  witnesses  that  I  quoted,  where  they  were  locat- 
ed, and  they  were  describing  some  of  what  was  going  on  in  there. 
The  galley  is  just  through  that  window,  and  that  is  where  Sasser 
was  when  he  suddenly  found  himself  in  midair.  You  can  see  all  the 
equipment  stacked  around  the  deck,  which  is  very  normal  for  a 
working  operation. 

This  is  looking  aft  toward  the  portside  (slide  2).  All  the  pipe  is 
laid  out,  having  been  hoisted  aboard  by  the  crane  which  is  on  the 
starboard  side. 

This  is  looking  forward  (slide  3).  There  is  the  derrick,  in  the 
extended  position  actually  over  a  well,  and  we  are  looking  at  the 
port  bow  dead  ahead. 

This  is  to  show  that  at  least  I  was  there  (slide  4).  Mr.  Gleason 
was  taking  the  picture  so  he  was  there  as  well.  This  tall  fellow  is 
named  Moose  Ward.  He  is  the  tool  pusher  on  Ranger  Three.  He 
was  a  very  good  host  indeed,  showed  us  a  lot  of  things.  He  was  at 
this  point  explaining  to  me  that  on  Ranger  One  there  had  been 
difficulty  in  jacking  out  the  derrick,  and  he  went  into  a  detailed 
explanation  which  I  expect  that  we  will  hear  about  as  we  have 
witnesses  at  subsequent  hearings;  but  in  any  event,  they  did  have 
difficulty  jacking  out  the  derrick,  and  eventually  got  it  out  by  a 
number  of  unusual  techniques. 

These  are  just  some  views  of  the  drill  floor  with  the  operation 
going  on,  very  rough  and  ready  work  (slides  5-7).  The  fellow  at  the 
console  is  the  driller.  Sasser  was  in  that  position,  the  first  witness 
that  I  read  from. 

These  are  the  bow  legs  of  Ranger  Three  (slides  8  and  9).  The 
holes  that  you  see,  the  rectangular  holes,  are  the  keyholes  or  pin- 
holes where  the  pins  are  inserted  by  the  jacking  mechanisms  to 
jack  up  and  down.  Some  of  these  slides  are  a  little  bit  fuzzy, 
because  they  are  made  from  photographs,  prints,  but  I  think  they 
will  give  you  the  idea.  This  is  the  upper  hull  of  Ranger  One,  with 
the  Coast  Guard  helicopter  in  the  foreground  (slide  10).  The  upper 
hull  of  Ranger  I  floated  for  a  time  which  has  yet  to  be  determined, 
at  least  so  far  as  I  have  been  able  to  tell.  Remember  it  fell  into  the 
water  at  10:40  p.m.  Here  it  is  daylight  and  is  still  floating.  Ulti- 
mately it  sank  and  remains  on  the  bottom. 

Another  picture  of  the  upper  hull,  with  a  work  boat  and  a 
helicopter  (slide  11).  I  apologize  for  the  focus.  This  was  a  95  footer 
or  an  82  footer,  I  can't  tell,  on  the  scene,  a  helicopter,  and  still  the 
hull  has  not  sunk. 

Now  this  is  the  upper  hull.  This  is  the  edge  of  the  mat  which  is 
the  part  of  the  unit  which  normally  rests  on  the  bottom,  and  these 
are  the  bow  legs  (slide  12).  This  pipe  is  the  pipe  that  was  being 
driven,  and  this  orange  object  is  the  existing  well  adjacent  to  the 
pipe.  This  is  the  helicopter  platform  over  some  existing  wells,  and 
we  landed  on  that  platform  for  some  pictures  which  I  will  show 
you  in  a  minute. 
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This  is  the  helicopter  that  transported  us  there  on  the  platform 
about  100  feet  above  the  surface  (slide  13),  and  right  below  this 
platform  are  several  wells  that  were  working,  had  nothing  to  do 
with  Ranger  One. 

This  is  looking  down  from  the  helicopter  platform  (slide  14).  Here 
is  the  mat.  Here  are  the  bow  legs,  one  of  which  as  you  can  see 
failed,  and  is  still  dangling.  The  other  one  failed  here.  This  is  the 
pipe  being  driven  by  Ranger  One,  and  this  is  the  well  adjacent  to 
the  pipe,  which  we  believe  to  be  a  gas  well,  but  has  been  variously 
reported  in  the  testimony. 

This  is  a  little  more  distant  shot  (slide  not  shown).  If  my  informa- 
tion is  correct,  this  is  a  buoy  marking  the  location  of  the  hull.  This 
is  a  work  boat.  You  have  here  the  mat  and  the  platform  on  which 
we  had  landed. 

Another  picture  of  the  mat,  the  pipe,  the  well,  and  the  platform 
beyond  (slide  15).  This  is  a  series  of  pictures  taken  from  what  I 
thought  was  uncomfortably  close  (slide  16).  It  is  of  the  mat  and  the 
legs.  Mr.  Gleason  kept  urging  that  we  get  closer  so  we  could  get  the 
metallurgy  involved  in  the  break,  but  again  you  can  see  that,  had 
the  mat  suddenly  come  free  at  the  bottom,  the  buoyancy  would 
have  propelled  it  almost  certainly,  I  think,  into  the  drive  pipe  that 
had  been  driven  by  Ranger  One  next  to  the  existing  well 

[The  slides  follow:] 
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Slide  1.— Ranger  Three:  looking  aft,  port  side— helicopter  deck,  deckhouse  (crew 
quarters  and  galley)  and  deck  equipment. 


Slide  2. — Ranger  Three:  looking  aft,  port  side — deck  stowage. 
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Slide  4  -Ranger  Three:  looking  forward-toolpusher  explaining  derrick  skidding 

procedure  to  RADM  Wallace. 
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Slide  6.— Ranger  Three:  drilling  operations. 
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Slide  7.— Ranger  Three:  drilling  operations. 
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Slide  8.— Ranger  Three:  forward  legs. 
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SuDE  9. — Ranger  Three:  forward  legs. 
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SuDE  10.— Ranger  One  upper  hull.  Coast  Guard  helicopter  in  foreground. 


SuDE  11.— Ranger  One  upper  hull.  Coast  Guard  helicopter  on  right.  Crew  boat  in 

background. 
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SuDE  12. — Ranger  One  after  collapse.  Foreground:  mat  (with  bow  legs)  on  left, 
drivepipe  and  existing  well  in  center,  helicopter  platform  (on  well  cluster) 
on  right.  Upper  hull  and  Coast  Guard  helicopter  in  back. 
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Slide  14.— View  from  helicopter  platform.  Existing  well  and  drivepipe  in  foreground, 

Ranger  One  mat  beyond. 
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SuDE  15.— Ranger  One  mat,  drivepipe  and  existing  well  beyond.  Well  cluster  and 

work  boat  in  back. 


Slide  16.— Ranger  One  mat,  drivepipe  and  existing  well  beyond.  Well  cluster  and 

work  boat  in  back. 
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On  May  11,  the  day  after  the  casualty,  the  Coast  Guard  ordered 
a  Marine  Board  of  Investigation  to  convene,  making  arrangements 
with  the  Geological  Survey  to  provide  a  USGS  official  to  partici- 
pate. Board  members  visited  the  scene  of  the  collapse  and  a  sister 
unit,  Ranger  Three,  on  May  14.  The  Board  convened  its  hearing  on 
May  16  and  commenced  taking  testimony.  After  the  Board's  open- 
ing statement  and  before  the  first  witness,  I  made  a  statement  on 
behalf  of  the  chairman  and  asked  that  the  statement  be  entered  in 
the  record  of  the  Board. 

That  was  done.  A  copy  of  the  statement  is  attached  to  our 
investigative  report.  Also  attached  are  copies  of  the  convening 
order  for  the  Board,  the  parties  in  interest,  a  description  of  those, 
and  who  is  representing  them,  a  list  of  witnesses  and  a  list  of 
exhibits. 

The  Marine  Board  adjourned  on  June  1,  1979,  to  await  the  com- 
pletion of  metallurgical  and  fracture  mechanics  analyses  currently 
underway.  Thus  far  the  Board  has  taken  testimony  from  34  wit- 
nesses and  entered  101  exhibits  into  the  record.  Anticipated  date 
for  reconvening  is  August  20,  although  this  depends  upon  the 
completion  of  the  analysis  process  and  the  readiness  of  expert 
witnesses  to  testify.  Based  on  the  information  obtained  thus  far, 
the  Board  caused  to  be  issued  a  marine  safety  advisory  to  alert 
operators  of  units  similar  in  design  to  Ranger  One  to  the  advisabil- 
ity of  conducting  special  inspections  of  the  legs.  At  least  40  mobile 
offshore  drilling  units,  comparable  to  Ranger  One  in  design  and 
construction,  need  inspection  pursuant  to  the  advisory. 

Mr.  Livingston  mentioned  earlier  that  Ranger  Three  is  presently 
undergoing  some  work.  In  truth  it  is  in  the  yard  for  this  inspection. 
Ranger  Three  was  the  operating  unit  that  we  just  showed  pictures 
of. 

Salvage  operations  resulted  in  the  recovery  of  all  three  legs  on  or 
before  May  22.  The  aft  leg  had  broken  6  to  12  inches  above  the 
supporting  mat.  This  was  a  section  of  the  leg  that  had  not  been 
replaced  in  the  repair  yard.  According  to  reports,  the  break  ap- 
peared to  be  a  fatigue-type  failure,  concentric  to  the  leg,  with  the 
fracture  face  peened  due  to  working.  It  would  seem  that  the  leg 
cracked  in  the  afternoon  when  the  jump  was  experienced  on  the 
unit,  worked  until  10:40  p.m.  and  then  failed,  resulting  in  the 
collapse. 

On  the  display  board  to  the  rear  of  the  room  are  black  and  white 
pictures  with  captions  showing  as  well  as  we  have  been  able  thus 
far  what  the  stub  of  the  leg  looks  like,  the  size  of  the  legs,  and  so 
forth  (photographs  1-12).  We  hoped  or  we  believe  that  this  will 
enhance  your  understanding  of  what  we  are  dealing  with,  especial- 
ly with  respect  to  the  size  of  the  leg  and  the  character  of  the 
failure. 

Conformation  or  contradiction  of  this  hypothesis,  that  is,  the 
fatigue-type  failure,  will  be  through  the  metallurgical  and  fracture 
mechanics  analyses  already  underway  under  auspices  of  the  Ma- 
rine Board.  The  following  tentative  conclusions  would  seem  suffi- 
ciently certain  for  the  purposes  of  the  select  committee  in  holding 
this  hearing: 
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Photo  2. — Stern  leg-fracture  face. 


Photo  3.— Stern  leg-fracture  face. 
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Photo  4.— Bow  leg  after  salvage.  View  illustrative  of  size.  Rectangular  openings  are 

jacking  pin  holes. 


Photo  5.— Stern  leg  showing  area  where  break  occurred  (three  views). 
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Photo  6. — Interior  view  of  leg. 


169 


m& 


Photo  7.— Length  of  jacking  pin  hole. 


55-419   O   -   80   -   pt.2    -    12 


170 


^^ 


^%»«3«^ 


Photo  8.— Width  of  jacking  pin  hole. 
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Photo  9.— Mat.  Stub  of  stern  leg  in  background  (beyond  salvage  chain). 
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Photo  10.— Mat  on  surface  with  stubs  of  bow  legs  after  salvage. 
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Photo  11. — Stub  of  stern  leg  (two  views). 


Photo  12. — Stub  of  stern  leg. 
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The  stern  leg  of  Ranger  One  failed,  resulting  in  loss  of  life, 
destruction  of  the  unit,  and  danger  of  a  serious  pollution  incident. 
This  occurred  soon  after  extensive  maintenance  had  been  per- 
formed on  the  unit,  including  its  legs.  Ranger  One  was  one  of  many 
mobile  offshore  drilling  units  of  similar,  if  not  identical,  configura- 
tion and  design,  operating  on  the  Outer  Continental  Shelf  of  the 
United  States  as  well  as  abroad  under  U.S.  registry.  This  accident 
is  the  sort  of  occurrence  the  Outer  Continental  Shelf  Lands  Act 
Amendments  of  1978  was  intended  to  prevent. 

The  parties  in  interest  designated  by  the  Marine  Board,  that  is, 
those  having  the  right  to  present  evidence,  cross-examine  wit- 
nesses, et  cetera,  were  four  in  number: 

One,  Atlantic  Pacific  Marine  Corp. — owner  and  operator  of  Rang- 
er One; 

Two,  Mitchell  Energy  Offshore  Corp. — lessee  of  the  block  in 
which  Ranger  One  was  working; 

Three,  Seahorse  Inc.,  with  its  subsidiary.  Offshore  Crews  Inc., 
owner  and  operator  of  Delta  Seahorse;  and 

Four,  Alabama  Drydock  &  Shipbuilding  Corp. — shipyard  where 
recent  work  on  Ranger  One  took  place. 

Our  investigative  report  contains  certain  information  regarding 
the  parties  in  interest,  such  as  the  names  and  addresses  of  the 
executive  officers,  parent  or  subsidiary  corporations,  attorneys  rep- 
resenting them  before  the  Board,  and  so  forth.  There  is  nothing 
remarkable  about  this  information,  but  it  does  point  up  the  layer- 
ing of  corporations  in  the  oil  exploration  and  exploitation  industry 
and  in  the  service  companies  that  provide  support. 

This  is,  it  would  seem,  an  effective  way  to  limit  liability  in  a 
business  known  for  high  risks  as  well  as  steady  profits.  That  latter 
aspect,  I  would  suggest,  may  account  for  the  very  ample  legal 
representation  provided  by  the  parties  in  interest.  I  remark  on  this 
not  to  criticize  in  any  way,  but  only  to  suggest  that  much  is  at 
stake  here,  more  than  the  loss  of  one  mobile  offshore  drilling  unit 
might  directly  entail. 

Another  interesting  fact  concerns  Atlantic  Pacific  Marine  Corp., 
owner  and  operator  of  Ranger  One,  Ranger  Three,  and  other  units 
under  U.S.  registry.  Ranger  One's  documents  disclose  an  endorse- 
ment that  the  vessel  was  precluded  from  engaging  in  coastwise 
trade  because  the  ownership  was  75  percent  or  more  non-United 
States.  Of  course,  drilling  units  don't  engage  in  trade  in  the  Jones 
Act  sense,  but  the  endorsement  was  required  because  Ranger  One 
was  a  vessel. 

The  controlling  interest  in  Atlantic  Pacific  appears  to  be  owned 
by  A.  P.  MoUer,  the  largest  shipowning  firm  in  Denmark.  Our 
inquiries  have  elicited  the  opinion  from  those  in  the  business  that 
this  is  not  at  all  unusual,  and  that  many  mobile  units  under  U.S. 
registry  are  owned  at  least  in  part  by  foreign  interests.  We  have 
thus  far  devised  no  way  to  determine  the  extent  of  this  foreign 
ownership  but,  should  the  committee  desire  that  this  question  be 
further  pursued,  we  will,  of  course,  do  so.  It  is  sufficient  to  say  that 
foreign  ownership  of  corporations  of  units  under  U.S.  registration 
is  not  precluded  by  existing  law.  Further,  public  policy  in  this  area, 
as  reflected  in  the  1978  act,  seems  to  have  been  established  in  light 
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of  the  operations  of  U.S.-owned  drilling  units  on  the  continental 
shelves  of  foreign  nations. 

Classification  societies  play  a  role  with  respect  to  mobile  offshore 
drilling  units,  as  with  most  commercial  vessels  of  other  types.  The 
American  Bureau  of  Shipping  classed  Ranger  One  for  insurance 
purposes  and  issued  its  loadline  certificate  pursuant  to  delegated 
authority  from  the  Coast  Guard,  authorized  by  law. 

While  Ranger  One  was  in  the  Alabama  Drydock  &  Shipbuilding 
yard  in  February,  both  the  ABS  surveyor  and  Coast  Guard  inspec- 
tor conducted  visual  inspections  of  the  portions  of  the  unit's  legs 
that  were  not  replaced.  Neither  official  saw  anything  unusual,  and 
neither  elected  to  require  nondestructive  testing  of  the  legs. 

The  Marine  Board  was  convened  by  the  Coast  Guard  under 
provisions  of  section  239  of  title  46,  United  States  Code  (R.S.  4450), 
which  sets  out  procedural  requirements  and  authority,  such  as 
subpena  power.  Additionally,  the  convening  order  cites  the  Outer 
Continental  Shelf  Lands  Act  Amendments  of  1978  as  concurrent 
statutory  authority. 

The  Board  on  Ranger  One  is  the  first  Marine  Board  of  Investiga- 
tion on  a  mobile  offshore  drilling  unit  to  be  convened  since  enact- 
ment of  the  OCSLA  Amendments  of  1978. 

The  1978  act  also  mandates,  in  new  section  21  of  OCSLA,  a 
study,  to  be  undertaken  jointly  by  the  Secretary  of  the  Interior  and 
the  Secretary  of  the  Department  in  which  the  Coast  Guard  is 
operating: 

of  the  adequacy  of  existing  safety  and  health  regulations  and  of  the  technology, 
equipment,  and  techniques  available  for  exploration,  development,  and  production, 
of  the  minerals  of  the  O'lter  Continental  Shelf. 

The  results  of  the  study  are  to  go  to  the  President,  who  is  enjoined 
to  submit  a: 

plan  to  the  Congress  of  his  proposals  to  promote  safety  and  health  in  the  expolora- 
tion,  development,  and  production  of  the  minerals  of  the  Outer  Continental  Shelf. 

Our  information  is  that  the  study  effort  began  with  the  enact- 
ment of  the  act  but  is  considered  a  long-term  commitment  with 
final  results,  the  President's  plan,  expected  1  or  2  years  from  now. 
Questions  have  been  asked  by  the  Coast  Guard  of  a  number  of 
agencies  possessing  specialized  expertise  for  example,  the  Federal 
Aviation  Administration  regarding  helicopter  platforms,  and  a  con- 
tract is  being  negotiated  by  Geological  Survey  with  the  Marine 
Board  of  the  National  Academy  of  Engineering  to  conduct  certain 
research  work.  Cooperation  and  coordination  between  the  Coast 
Guard  and  the  Geological  Survey,  who  are  conducting  the  study  on 
behalf  of  their  respective  Secretaries,  appear  to  be  close  and  con- 
tinuing. 

A  number  of  executive  agencies  are  concerned  in  one  way  or 
another  with  activities  on  the  Outer  Continental  Shelf.  Clearly  the 
Coast  Guard  and  Geological  Survey  have  central  roles  in  regulating 
shelf  activities.  Many  other  agencies  are  involved. 

In  our  investigation,  we  identified  no  difficulties  in  agency  rela- 
tionships that  contributed  to  the  Ranger  One  accident.  The  Coast 
Guard  and  Geological  Survey  are  still  in  the  process  of  implement- 
ing the  1978  act,  and  are  working  out  areas  of  responsibility  falling 
individually  or  jointly  to  those  two  agencies.  The  arrangement  will. 
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we  understand,  be  set  out  in  a  formal  memorandum  of  understand- 
ing. 

With  respect  to  the  expanded  responsibilities  given  the  Coast 
Guard  under  the  1978  act,  we  believe  that  the  Coast  Guard,  very 
soon  after  the  act's  enactment  in  September  1978,  had  identified 
the  additional  resources  that  would  be  required  for  implementa- 
tion. We  did  not  establish  why  these  additional  resources  were  not 
reflected  in  the  administration's  1980  budget,  and  we  do  not  know 
when  or  if  these  additional  resources  will  be  the  subject  of  a 
supplemental  budget  request.  We  do  not  believe  that  the  Coast 
Guard  can  cope  adequately  with  its  expanded  responsibilities  by 
using  existing  resources  without  drawing  down  efforts  in  other 
areas  that  can  ill  afford  reduction  in  emphasis,  such  as  merchant 
marine  safety  program  generally  and  the  foreign  tanker  boarding 
program  specifically.  The  committee  may  wish  to  pursue  this  mat- 
ter with  appropriate  administration  witnesses. 

If  mishaps  stemming  from  shelf  activities  are  to  be  prevented, 
the  agency  charged  with  safety  responsibilities  must  have  the 
wherewithal  to  do  its  job.  It  is  not  only  safety  on  and  off  the 
drilling  units  that  is  of  concern  here.  Also  of  great  concern  is  the 
safety  of  navigation  through  areas  where  drilling  operations  are 
profuse  and  diverse,  involving  not  only  the  drilling  units  them- 
selves but  a  steady  procession  of  crewboats,  tugs,  and  supply  boats, 
which  service  the  drilling  operations  on  a  round-the-clock  basis. 
Heavily  laden  tankers  carrying  crude  oil,  oil  products,  and  chemi- 
cals ply  these  waters  in  imposing  number  and  frequency.  The 
problems  involved  in  preventing  serious  accidents  are  immense.  If 
life  and  property  are  to  be  preserved  and  the  environment  protect- 
ed against  pollution,  a  properly  staffed  and  equipped  Coast  Guard 
is  essential. 

This  completes  my  prepared  statement,  Mr.  Chairman,  and  I  will 
attempt  to  answer  any  questions  that  you  or  the  other  members  of 
the  committee  may  have.  I  must  state  quite  candidly  that  many  of 
the  questions  that  may  arise  from  my  report  are  those  for  which 
we  have  not  yet  found  answers.  It  may  be  that  the  witnesses  to 
follow  now  and  at  subsequent  hearings  are  better  equipped  to 
provide  answers  in  such  a  case.  Thank  you,  sir. 

Mr.  GiNN.  Admiral,  thank  you  very  much  for  a  very  comprehen- 
sive and  interesting  and  thorough  statement.  We  appreciate  it  very 
much.  Let  me  ask  a  question  if  I  may.  Is  Federal  inspection  of 
mobile  offshore  drilling  units  presently  mandated  by  law? 

Mr.  Wallace.  Yes,  it  is,  sir,  although  when  you  say  Federal 
inspection,  that  is  a  very  broad  term.  The  question  which  I  believe 
will  be  addressed  by  the  Coast  Guard  witness  is  the  inspection 
leading  to  a  certificate  of  inspection  of  mobile  offshore  drilling 
units  of  particular  size.  As  it  happens,  the  Ranger  One  fell  outside 
the  inspected  category.  It  is  just  over  200  gross  tons.  It  is  below  the 
limit  for  a  self-propelled  unit  of  its  type  to  receive  inspection.  It  is 
above  the  limit  if  it  is  not  self-propelled,  and  I  believe  there  is  some 
indication  of  reflection  and  reconsideration  within  the  Coast  Guard 
of  whether  or  not  such  a  unit,  which  is  possessed  of  two  propulsion 
assist  units,  should  be  categorized  as  self-propelled  or  non-self- 
propelled,  and  it  is  a  very  important  distinction. 
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Mr.  GiNN.  Considering  the  various  categories  involved,  do  you 
think  the  present  system  is  adequate,  or  that  it  needs  improve- 
ment? 

Mr.  Wallace.  In  my  judgment,  it  needs  improvement.  In  my 
judgment,  units  in  the  category  of  Ranger  One  should  be  inspected 

vessels. 

Mr.  GiNN.  The  gentleman  from  Louisiana,  Mr.  Livingston.  Do 

you  have  any  questions? 

Mr.  Livingston.  Yes,  Mr.  Chairman.  Thank  you. 

Just  pursuing  that  line  of  questioning,  is  the  deficiency  a  regula- 
tory deficiency  or  one  of  statute? 

Mr.  Wallace.  It  may  be  a  little  of  each.  There  has  to  this  point 
been  an  interpretation  of  existing  law,  which  means  units  of  the 
size  of  Ranger  One  are  uninspected  vessels.  Clearly,  it  seems  to  me 
there  can  be  other  interpretations  of  the  law,  and  reconsideration 
should  be  given  these  propulsion  units  as  to  whether  they  are 
really  capable  of  navigation  or  not.  I  probably  should  not  pursue 
that  too  much  further,  because  you  have  an  expert  in  the  person  of 
Admiral  Bell,  who  is  I  believe  prepared  to  deal  with  it. 

Mr.  Livingston.  I  would  like  to  know,  though,  if  in  fact  in  your 
opinion,  sir,  would  the  present  statutes  permit  the  regulatory  au- 
thority of  the  Coast  Guard  to  inspect  such  self-propelled  vessels  of 

this  size? 

Mr.  Wallace.  In  my  opinion  the  existing  statutes  would  permit 
inspection  of  a  vessel  of  the  type  represented  by  Ranger  One,  and 
this  would  involve  categorization  of  that  vessel  as  a  non-self-pro- 
pelled vessel.  These  propulsion  assist  units  are  in  no  way  designed 
for  navigation.  These  units  are  taken  from  one  place  to  another 
under  tow,  and  the  propulsion  assist  units  can  provide  incremental 
adjustments  in  heading,  and  way  on,  but  can  hardly  be  considered 
the  sort  of  units  which  would  enable  the  vessel  to  navigate  from 
point  A  to  point  B.  So  it  is  a  question  of  categorizing  under  existing 
law,  and  if  difficulties  can  be  identified  with  existing  law  in  bring- 
ing these  vessels  under  inspection,  then  it  would  appear  there  is 
some  room  for  legislative  remedy. 

Mr.  Livingston.  Specifically,  we  are  talking  about  sections  21 
and  22  of  this  statute.  Is  it  your  interpretion  that  these  can  be 
interpreted  either  way? 

Mr.  Wallace.  I  think  it  goes  broader  than  that,  sir.  I  think  it 
goes  to  the  Seagoing  Barge  Act.  There  are  a  number  of  laws  that 
would  apply  here. 

Mr.  Livingston.  You  kept  saying  that  the  keyholes,  which  were 
amply  demonstrated  in  your  slides,  were  torn  in  the  shipyard.  I  am 
not  sure  I  understand  that  terminology.  Does  that  mean  that  they 
were  cut  or  that  they  actually  were  ripped  in  some  way? 

Mr.  Wallace.  Some  of  the  keyholes  were  ripped  in  a  jacking 
operation,  which  took  place  after  departure  from  the  Alabama 
Drydock  &  Shipbuilding  in  Mobile,  and  before  arrival  in  Fouchon. 
They  were  repaired  in  Fouchon.  The  vessel  had 

Mr.  Livingston.  Why  was  it  being  jacked? 

Mr.  Wallace.  The  vessel  was  waiting  for  better  weather  in  the 
gulf  before  entering  the  gulf,  so  for  comfort,  as  is  the  practice,  they 
decided  to  jack  up  in  the  inland  water  where  they  found  them- 
selves, and  in  so  doing,  in  the  jacking  operation  they  managed  to 
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tear  several  of  the  keyholes,  two  or  three  I  believe  it  has  been 
variously  described. 

Mr.  Livingston.  To  elevate  the  structure  above  the  level  of  the 
seas? 

Mr.  Wallace.  Yes,  it  was  to  put  the  mat  on  the  bottom,  elevate 
the  upper  hull  above  the  level  of  the  sea  so  that  they  would  have  a 
stable  platform  for  comfort,  and  also  it  gave  them  the  opportunity 
to  conduct  a  jacking  operation  soon  after  leaving  the  yard. 

Mr.  Livingston.  Where  in  relation  to  the  rupture  in  the  legs 
were  these  rips? 

Mr.  Wallace.  Nowhere  close. 

Mr.  Livingston.  Nowhere  close.  All  right.  And  with  respect  to 
the  brushing  by  the  Seahorse,  the  vessel  that  struck  or  contacted,  I 
think  was  the  word  you  used,  the  rig  just  prior  to  the  incident  in 
question,  was  this  brushing  anywhere  close  to  the  rupture? 

Mr.  Wallace.  No.  The  Delta  Seahorse  brushed,  and  that  was  the 
term  most  often  used  during  the  testimony,  probably  a  term  of  art 
used  in  the  industry,  but  it  brushed  the  starboard  forward  leg 
while  in  pretty  high  seas  and  unfavorable  wind.  It  was  trying  to 
moor  alongside.  It  was  the  stern  leg  that  failed.  Obviously,  and  I 
think  this  is  one  of  the  things  the  Marine  Board  is  pursuing,  it  is 
possible  that  what  under  ordinary  circumstances  would  have  been 
an  unremarkable  event,  a  boat  brushing  a  leg,  may  have  contribut- 
ed, if  an  insipient  crack  existed  in  the  stern  leg,  it  may  have 
contributed  to  that  crack  beginning  to  travel. 

Mr  Livingston.  Certainly  it  would  seem  apparent  that  if  it  did 
not,  in  any  event  the  jumping  of  the  structure  later  on  would  have 
contributed  to  such  a  crack,  wouldn't  you  think? 

Mr.  Wallace.  Well,  it  seems  likely  that  the  jumping  of  the 
structure,  which  occurred  sometime  around  3  to  5  p.m.  the  day  of 
the  failure  was  in  fact  attributable  directly  to  something  happen- 
ing to  the  stern  leg,  perhaps  a  crack  taking  place.  There  was  no 
other  explanation  for  the  jump.  It  was  not  the  boat.  There  was 
nothing  going  on  on  the  unit  at  the  time  which  would  have  caused 
it  directly.  It  was  just  unexplainable.  It  caused  some  alarm,  and 
they  did  some  checking. 

They  checked  all  three  of  the  rooms  where  the  jacking  operation 
takes  place,  all  the  wedges  which  kind  of  center  the  legs  were  in 
place,  and  the  inclinometers  on  the  bridge  or  in  the  wheelhouse 
were  okay,  and  after  some  thought,  Mack  Johnson,  who  is  the  tool 
pusher  said,  "Well,  let's  go  ahead." 

Mr.  Livingston.  What  is  the  size  vessel  of  the  Seahorse'^ 

Mr.  Wallace.  It  is  150  feet  long,  32  foot  beam,  and  180  gross 
tons. 

Mr.  Livingston.  And  was  the  place  where  it  had  brushed  the  rig 
actually  examined  by  divers  or  not? 

Mr.  Wallace.  It  was  above  the  surface. 

Mr.  Livingston.  Above  the  surface? 

Mr.  Wallace.  The  testimony  indicates  that  the  tool  pusher  and 
one  of  his  assistants  went  down  in  a  basket  from  the  crane  and 
looked  at  it,  inspected  it  visually. 

Mr.  Livingston.  But  divers  did  not  go  below  the  surface? 

Mr.  Wallace.  No. 

Mr.  Livingston.  And  take  a  look  down  there? 
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Mr.  Wallace.  No,  there  was  no  contact  below  the  surface.  They 
did  not  inspect  below  the  surface,  and  I  do  not  believe  they  have  a 
diving  capability  to  inspect  below  the  surface. 

Mr.  Livingston.  But  if  in  fact  one  of  the  legs  had  been  crimped 
because  of  the  blow,  that  would  not  have  been  discovered  if  the 
crimp  had  been  below  the  surface? 

Mr.  Wallace.  That  is  correct. 

Mr.  Livingston.  In  relationship  to  the  actual  rig,  could  you 
describe  the  size  of  the  boat,  say  proportionately  speaking?  I'm  just 
trying  to  get  an  idea  if  once  the  vessel  had  moved  and  gone  around 
to  the  other  side,  and  was  tied  up,  it  could  have  in  any  way  caused 
the  jump  or  the  skip  of  the  structure. 

Mr.  Wallace.  What  the  vessel  did  after  it  brushed,  and  this  was 
the  day  before  the  actual  failure  when  the  brush  occurred,  was 
stand  off.  It  anchored,  and  then  subsequently  when  the  wind  and 
sea  abated,  it  moored  alongside  to  starboard,  so  that  it  would  have 
access  to  the  crane. 

Mr.  Livingston.  Was  it  moored  at  the  time  of  the  jump? 

Mr.  Wallace.  Yes,  it  was. 

Mr.  Ginn.  Unfortunately,  the  time  of  the  gentleman  from  Louisi- 
ana has  expired.  If  you  have  a  key  additional  question,  I  will  be 
happy  to  yield  you  about  3  minutes  of  that  which  I  did  not  use. 

Mr.  Livingston.  I  thank  the  chairman.  I  will  come  back,  if  I 
could,  at  the  end  of  the  questioning. 

Thank  you.  Admiral. 

Mr.  Ginn.  Thank  you.  The  gentleman  from  California,  Mr. 
Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman.  I  am  very  interested  in 
having  some  feeling  for  how  often  some  of  these  things  that  you 
have  described  occur  in  these  kinds  of  operations.  First,  does  brush- 
ing occur,  is  that  something  that  happens  with  frequency  at  these 
locations? 

Mr.  Wallace.  The  testimony  of  the  witnesses  before  the  Marine 
Board  certainly  indicated  that  was  the  case,  that  this  was  not  at  all 
unusual.  In  fact,  they  went  on  to  say  those  things  sit  out  there  and 
shake  all  the  time.  They  don't  get  too  concerned  about  it. 

Mr.  Lewis.  I  assume  that  in  your  process  of  evaluation,  that 
somebody  has  done  some  simplistic  measurements,  such  as  was  it 
conceivable  that  in  such  a  brushing  any  portion  of  the  structure  of 
the  ship  itself  could  have  been  in  proximity  of  a  leg? 

Mr.  Wallace.  There  was  a  great  deal  of  consideration  given  to  it 
in  the  initial  stages  of  the  Marine  Board,  although  they  always 
reserve  final  analysis  until  they  get 

Mr.  Lewis.  I  just  assumed  there  would  be  that  kind  of  evaluation 
in  terms  of  general  questions  that  would  be  raised  when  you  are 
dealing  with  an  operation  of  this  kind.  You  probably  would  not 
allow  boats,  I  would  think,  to  come  close  to  such  an  operation,  that 
was  structured  in  the  form  that  actually  under  the  water  they 
would  contact  a  leg? 

Mr.  Wallace.  That  is  right,  I  am  sure  based  on  the  testimony 
there  was  no  contact  under  the  water.  The  contact  was  above  the 
water.  What  effect  it  may  have  had  on  what  may  have  been  an 
already  defective  stern  leg  is  speculative  at  this  time.  Certainly  it 
appeared  to  me  that,  notwithstanding  the  tragedy  that  occurred  a 
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day  later,  the  brush  with  the  leg  was  not  considered  a  serious 
matter  even  in  retrospect. 

Mr.  Lewis.  I  was  also  interested  in  your  description  of  expres- 
sions of  fear  on  the  part  of  certain  members  of  the  crew.  Is  that 
kind  of  reaction  by  crew  members  also  a  part  of  the  routine  of 
these  operations?  Is  that  something  that  usually  occurred? 

Mr.  Wallace.  Now  that  occurred  after  the  jump  or  drop  or 
whatever  the  occurrence  was  the  afternoon  of  the  ultimate  failure 
that  night.  It  had  nothing  to  do  directly  with  the  boat. 

Mr.  Lewis.  The  question  is  the  same,  though. 

Mr.  Wallace.  This  was  an  extraordinary  expression  of  fear. 
There  was  a  radio  message  transmitted  by  the  company  man  to 
Mitchell  ashore  expressing — and  this  gentleman  is,  as  I  recall,  over 
70,  and  has  been  in  the  business  for  decades. 

Mr.  Lewis.  For  a  lot  of  years. 

Mr.  Wallace.  And  he  was  scared.  He  may  have  been  mollified  or 
reassured  after  they  inspected  everything  and  found  no  problems, 
but  at  the  time,  at  the  time  according  to  the  testimony,  he  was  a 
worried  man. 

The  other  individual  whom  neither  we  nor  the  Marine  Board 
have  been  able  to  locate  yet,  who  quit  on  the  spot,  apparently  had 
been  concerned,  for  whatever  the  reason,  about  the  unit  even  be- 
fore this  occurrence  in  the  afternoon,  this  drop  or  jump  or  shudder, 
and  that  just  tied  it  all  together  for  him,  and  he  said,  "I  want  off." 
Our  information  is  that  he  went  ashore  in  a  crewboat  and  heard 
about  the  collapse  that  evening,  soon  after  he  reached  Galveston. 

Mr.  Lewis.  Are  you  familiar  with  the  requirements  of  those 
companies  that  underwrite  insurance  in  an  operation  like  this?  I 
am  interested  in  knowing  what  kinds  of  data  or  information  they 
rely  upon  before  they  tie  themselves  to  a  liability  risk  of  the  kind 
involved  here.  They  rely  upon  Coast  Guard  inspection?  What  do 
they  look  for? 

Mr.  Wallace.  I  think  they  take  all  sorts  of  factors  into  account. 
Certainly  they  rely  upon  the  fact  that  the  vessel  is  built  according 
to  the  rules  of  the  American  Bureau  of  Shipping,  or  whatever 
other  classification  society  is  operative  in  a  given  case,  and  the 
American  Bureau  of  Shipping  conducts  surveys  and  keeps  a  vessel 
in  class.  The  purpose  of  classification  is  directly  related  to  under- 
writing. 

Mr.  Lewis.  Do  they  normally  require  some  kind  of  independent 
review  or  inspection? 

Mr.  Wallace.  The  American  Bureau  is  independent. 

Mr.  Lewis.  And  basically  they  are  supported  and  financed — I  am 
not  familiar  with  the — financed  I  suppose  by  an  association  of  the 
insurance  industry  itself? 

Mr.  Wallace.  Financed — I  am  speaking  in  the  presence  of  a  vice 
president  of  the  American  Bureau,  but  they  are  financed  by  the 
owners  and  operators  of  the  vessels  that  they  inspect. 

Mr.  Lewis.  And  largely  then  the  insurance  companies  rely  upon 
that  review  process,  whatever  the  process  may  be? 

Mr.  Wallace.  I  think  without  the  bureau  or  another  classifica- 
tion society  classing  a  vessel,  that  a  vessel  would  be  very  hard  put 
to  find  insurance. 


184 

Mr.  Lewis.  Do  such  operations  generally  have  grave  difficulty  in 
getting  insurance  coverage? 

Mr.  Wallace.  Not  to  my  knowledge,  but  we  are  in  an  area 
where  I  am  not  very  comfortable,  sir. 

Mr.  Lewis.  I  will  be  curious  as  we  go  on  with  the  testimony  to 
know  what  has  happened  with  that  market,  for  there  does  not 
seem  to  be  in  terms  of  percentages  a  rash  of  this  kind  of  problem 
out  there,  accidents  of  this  nature.  Insurance  underwriting  pat- 
terns would  indicate  one  way  or  another  way  what  was  taking 
place. 

Mr.  Wallace.  We,  Mr.  Gleason  and  I,  had  thought  that  was  one 
line  of  investigation  which  we  should  pursue.  Marine  insurance 
generally  is  a  difficult  subject,  in  finding  out  everything  you  need 
to  know,  to  legislate,  to  regulate  or  even  understand  what  is  going 
on,  and  I  just  kind  of  leave  it  at  that.  It  is  a  difficult  subject,  but 
we  are  tackling  it  not  only  in  connection  with  this  but  in  connec- 
tion with  some  other  legislation  which  is  presently  before  the 
House. 

Mr.  Lewis.  Thank  you. 

Mr.  GiNN.  Thank  you,  Mr.  Lewis.  Mr.  Livingston. 

Mr.  Livingston.  Mr.  Chairman,  I  do  have  just  one  or  two  small 
questions  to  follow  up.  I  am  curious. 

Mr.  GiNN.  You  are  recognized. 

Mr.  Livingston.  Thank  you  very  much,  Mr.  Chairman. 

How  much  time  elapsed  between  the  jump  or  the  skip  of  the  rig 
and  the  ultimate  tragedy? 

Mr.  Wallace.  Five  to  six  hours. 

Mr.  Livingston.  And  how  far  offshore  are  we  talking  about? 

Mr.  Wallace.  Nine  miles. 

Mr.  Livingston.  And  are  divers  generally  located  in  the  area? 

Mr.  Wallace.  Divers  are  located  in  the  area. 

Mr.  Livingston.  Yet  no  diver  was  sent  down  below  to  check? 

Mr.  Wallace.  No  diver  was.  I  can't  speak  for  either  of  the 
companies  involved,  whether  or  not  they  considered  this  or  at- 
tempted to  contact  a  diver,  but  no  diver  was  sent  down. 

Mr.  Livingston.  Thank  you.  That  is  all  I  have. 

Mr.  GiNN.  Thank  you,  Mr.  Livingston.  Are  there  questions  by 
counsel? 

Mr.  O'Brien.  Mr.  Chairman,  I  have  a  couple. 

Admiral,  how  many  causes  of  action  have  arisen  from  the  Rang- 
er One  disaster,  any?  Do  they  follow  the  Coast  Guard  inquiry? 

Mr.  Wallace.  A  number  have  been  filed.  I  do  not  know  the 
number. 

Mr.  O'Brien.  In  Federal  court,  I  presume? 

Mr.  Wallace.  Yes.  That  is  my  understanding,  although  there  is 
an  action  for  wrongful  death  and  injury  also  possible  here.  I  am 
not  sure  of  the  status  of  litigation,  except  to  say  that  there  is  a 
good  bit  of  it  involved  here,  and  causes  of  action  were  filed  very, 
very  soon  after  the  incident  itself. 

Mr.  O'Brien.  The  standard  to  which  an  operator  of  a  Ranger  One 
type  of  facility  is  held,  is  it  the  normal  negligence  standard,  or  is  it 
a  strict  liability  standard?  Do  you  know? 

Mr.  Wallace.  I  have  no  reason  to  think  it  should  be  strict 
liability,  but  I  am  speculating. 
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Mr.  O'Brien.  As  I  understand  it,  scientific  tests  are  being  con- 
ducted, metallurgical  tests,  to  ascertain  precisely  what  the  nature 
of  the  reaction  was  within  the  legs;  is  that  correct? 

Mr.  Wallace.  That  is  correct. 

Mr.  O'Brien.  And  when  will  those  results  be  available? 

Mr.  Wallace.  The  team,  which  is  of  course  being  shepherded  by 
two  experts  employed  by  the  Coast  Guard,  expects  to  complete  its 
work  in  time  for  the  Marine  Board  to  reconvene  on  August  20,  and 
at  last  report  they  expect  to  make  that  date.  The  testimony  will 
evolve  upon  convening,  or  they  will  take  testimony  from  the  expert 
witnesses  who  conducted  the  analysis. 

Mr.  O'Brien.  You  indicated  in  your  report  that  a  considerable 
number  of  the  previous  accidents  involving  structures  of  this  type 
had  involved  the  jackup  rigs.  How  many  of  those  involved  metal 
fatigue?  What  was  the  general  nature  of  the  failures  in  past  cases? 
Is  there  any  sense  of  that? 

Mr.  Wallace.  I  don't  know  of  any,  which  is  not  to  say  that  there 
weren't  any,  but  the  data  which  I  examined  rather  superficially 
indicated  that  a  couple  of  legs  broke  here  and  there,  but  not  for 
reasons  of  fatigue.  Probably,  I  think  there  was  one,  and  I  have 
talked  with  Mr.  Drago  about  this,  where  a  unit  kind  of  skipped 
across  the  bottom  in  a  storm  situation,  and  storms  are  often  in- 
volved in  these,  and  probably  sustained  impact  damage,  resulting 
in  a  leg  or  two  breaking. 

Mr.  O'Brien.  Thank  you,  Mr.  Chairman. 

Mr.  Ginn.  Do  you  have  a  question,  Mr.  Drago? 

Mr.  Drago.  Do  you  have  any  idea  why  the  keyholes  tore  during 
jacking  up? 

Mr.  Wallace.  Why  the  what? 

Mr.  Drago.  Why  the  keyholes  tore  during  the  jacking  up. 

Mr.  Wallace.  I  gather  that  this  is  not  at  all  an  unusual  occur- 
rence. Jacking  up  and  down  tends  to  be  a  fairly  sensitive  operation, 
and  these  legs  had  had  extensive  inserts  placed  in  them,  new 
cylinders  in  the  middle.  There  had  been  identified  in  the  yard  an 
alinement  problem  which  had  been  corrected  in  the  yard,  but  there 
were  further  problems,  according  to  the  testimony,  having  to  do 
with  the  size  of  some  of  the  keyholes  or  pinholes,  and  I  don't  know 
precisely  except  to  say  that  the  testimony  indicated  that  when  a 
leg  has  been  in  use  for  awhile,  you  can  look  at  it  and  see  lots  of 
inserts  where  the  holes  have  been  torn  and  the  welder  takes  care 
of  it  as  soon  as  he  can. 

Mr.  Drago.  What  section  of  legs  was  this  in?  Was  it  in  the  newer 
sections  or  the  older  sections? 

Mr.  Wallace.  It  was  in  the  new  sections  as  I  recall. 

Mr.  Drago.  Concerning  regulations,  under  the  1908  Sea  Going 
Barge  Act  this  size  of  rig  is  exempt.  The  direction  in  section  21  of 
Public  Law  95-372  is  rather  broad.  It  is  almost  a  carte  blanche 
authority  for  safety  on  the  OCS.  Do  you  believe  that  section  21  of 
the  act  should  take  care  of  regulations  in  this  area? 

Mr.  Wallace.  I  would  think  that  when  read  together  with  exist- 
ing law,  it  would  tighten  things  up  considerably. 

Mr.  Drago.  Also,  to  your  knowledge,  did  the  Coast  Guard  or  the 
American  Bureau  of  Shipping  have  any  reservations  concerning 
Ranger  One  structural  integrity  before  it  left  the  ADSCO  yard? 
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Mr.  Wallace.  Well,  my  knowledge  is  from  the  testimony  before 
the  Marine  Board.  I  don't  know  that  they  had  any  question  about 
it,  but  remember,  and  I  should  leave  it  for  the  ABS  witness  to 
testify  as  to  his  surveyor,  the  testimony  of  the  Coast  Guard  inspec- 
tor was  that  he  had  been  pulled  off  the  inspection  at  the  request  of 
Atlantic-Pacific,  when  things  got  a  little  too  much  for  Atlantic- 
Pacific  insofar  as  the  requirements  the  Coast  Guard  was  putting 
on,  but  both  the  surveyor  and  the  inspector  looked  at  the  leg  at  the 
point  where  it  failed,  gave  it  a  visual  inspection,  and  did  not 
require  anything  further. 

Mr.  Drago.  So  the  reservations  did  not  pertain  to  the  structural 
integrity  of  the  legs? 

Mr.  Wallace.  That  is  correct.  No,  there  were  no  reservations 
pertaining  to  structure  itself. 

Mr.  Drago.  Thank  you. 

Mr.  GiNN.  Thank  you,  Mr.  Drago. 

If  there  are  no  further  questions  the  Chair  will  thank  you.  Ad- 
miral Wallace,  and  you,  Mr.  Gleason,  for  your  statement,  and 
excuse  you  at  this  time. 

Mr.  GiNN.  In  the  interest  of  time,  the  Chair  at  this  time  would 
like  to  call  Rear  Adm.  Henry  H.  Bell,  Chief,  Office  of  Merchant 
Marine  Safety,  U.S.  Coast  Guard,  and  Mr.  Don  Kash,  Chief,  Conser- 
vation Division,  U.S.  Geological  Survey,  Department  of  the  Interi- 
or. If  you  gentlemen  will  take  the  witness  table,  please.  We  hope 
you  gentlemen  will  have  no  objection  to  appearing  as  a  panel  in 
the  interest  of  your  time.  We  know  you  are  very  busy.  We  realize 
and  understand  you  have  statements.  If  you  would  like  to  summa- 
rize your  statements  beginning  with  Admiral  Bell,  your  complete 
statements  will  appear  of  course  in  the  record.  Admiral  Bell,  we 
welcome  you  and  appreciate  your  coming.  If  you  have  someone 
with  you  you  would  like  to  identify  for  the  record  we  would  appre- 
ciate it,  sir.  Please  proceed. 

STATEMENT  OF  REAR  ADM.  HENRY  H.  BELL,  CHIEF,  OFFICE 
OF  MERCHANT  MARINE  SAFETY,  U.S.  COAST  GUARD  ACCOM- 
PANIED BY  COMDR.  PETER  CRONK,  MANAGER,  OUTER  CON- 
TINENTAL SHELF  SAFETY  PROJECT,  U.S.  COAST  GUARD,  DON 
E.  KASH,  CHIEF,  CONSERVATION  DIVISION,  U.S.  GEOLOGICAL 
SURVEY,  DEPARTMENT  OF  THE  INTERIOR;  RICHARD  B. 
KRAHL,  CHIEF,  BRANCH  OF  MARINE  OIL  AND  GAS  OPER- 
ATIONS, U.S.  GEOLOGICAL  SURVEY,  DEPARTMENT  OF  THE 
INTERIOR 

Admiral  Bell.  I  have  with  me  Comdr.  Peter  Cronk,  head  of  our 
OCS  project.  As  you  say,  sir,  I  have  a  prepared  statement,  but  I  feel 
that  most  of  what  is  contained  in  there  is  self-explanatory.  Much  of 
it  has  been  gone  over  very  thoroughly  I  think  by  Admiral  Wal- 
lace's testimony,  sir,  and  unless  you  desire  I  would  be  pleased  to 
submit  it  for  the  record  and  proceed  with  any  questions  you  have 
or  any  other  procedure  you  want. 

Mr.  GiNN.  Without  objection,  it  is  so  ordered.  If  you  would  like  to 
summarize  your  statement,  just  proceed. 

[The  information  follows:] 


187 


TESTIMONY  OF  DON  E.  KASH,  CHIEF,  CONSERVATION  DIVISION,  U.S.  GEOLOGICAL 
SURVEY,  DEPARTMENT  OF  THE  INTERIOR,  BEFORE  THE  HOUSE  SELECT  COMMITTEE 
ON  THE  OUTER  CONTINENTAL  SHELF 


July  23,  1979 


Mr.  Chairman  and  Members  of  the  Committee,  it  is  a  privilege  to 
represent  Dr.  Menard,  Director  of  the  Geological  Survey,  before  your 
committee  this  morning  to  discuss  issues  arising  from  the  collapse  of 
RANGER  I. 

The  collapse  of  the  RANGER  I  mobile  drilling  unit  was  a  tragedy  that  we 
cannot  afford  to  see  repeated  during  the  conduct  of  oil  and  gas  drilling 
operations  on  the  Outer  Continental  Shelf. 

As  you  are  aware.  On  May  10,  1979,  the  stern  leg  of  this  three-legged 
jack-up  rig  owned  by  Atlantic  Pacific  Marine  Co.  failed  during  operations 
on  an  OCS  lease  offshore  Texas.   The  failure  occurred  shortly  after  the 
operator  had  driven  the  32-inch  drive  pipe  to  101-foot  penetration. 

The  rig  was  built  in  1968  by  the  Bethlehem  Shipyards  and  was  rated  to 
a  drilling  depth  of  9,000  feet  in  70  feet  of  water.   The  Bethlehem-type 
jack-up  drilling  rigs,  with  legs  4  feet  in  diameter,  which  include  the 
"RANGER"  series,  were  originally  designed  for  workover  operations. 
These  were  of  the  smallest  type  of  jack-up  rigs  used  in  the  Gulf  of 
Mexico.   The  RANGER  II  was  lost  on  an  overseas  tow;  the  RANGER  III 
is  currently  in  a  shipyard  undergoing  repairs;  and  the  RANGER  IV  is 
currently  conducting  workover  operations  in  the  Gulf  of  Mexico. 
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The  operator  of  lease  OCS-092,  Mitchell  Energy  Offshore  Corporation, 
had  received  approval  to  drill  Well  No.  6  on  April  9,  1979,  from 
the  U.S.  Geological  Survey  Freeport  District  Supervisor  to  a  planned 
depth  of  8,000  feet.   The  RANGER  I  arrived  on  the  lease  during  the  first 
week  in  May.   On  My  9,  1979,  the  Freeport  District  drilling  inspectors 
visited  the  rig.   At  this  time,  the  crews  were  attempting  to  move  the 
derrick  into  position  to  drill  and  were  waiting  on  heavier  jacks. 
Since  drilling  operations  had  not  commenced,  the  inspectors  did  not 
fill  out  an  inspection  form;  they  only  made  a  walk-through  inspection. 

Appendix  1  is  a  description  of  the  plan  approval  and  inspection  process 
currently  employed  during  USGS  OCS  regulatory  activities.   Generally, 
compliance  inspections  are  initially  made  prior  to  beginning  operations 
on  any  new  drilling  facility.   After  operations  begin,  additional 
inspections  are  made  which  include  a  functional  check  of  drilling 
control  and  monitoring  devices  and  a  review  of  procedures  and 
records  of  all  safety  and  pollution-prevention  aspects  of  drilling 
activities.   During  routine  drilling  operations,  compliance  inspections 
are  conducted  prior  to  the  actual  drilling  operations  and  at  least 
once  during  the  drilling  period.  The  drilling  operations  for 
stratigraphic  core  wells  and  other  nonroutine  operations  are 
inspected  more  frequently.   Appendix  II  is  a  drilling  inspection 
checklist. 
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The  inspections  are  aimed  at  compliance  with  Department  of  the  Interior 
regulations  and  OCS  Orders  issued  by  the  USGS.  This  does  not  include 
inspections  concerning  the  structural  integrity  of  the  drilling  unit. 

On  April  11,  1977,  the  USGS  and  the  U.S.  Coast  Guard  entered  into  a 

memorandum  of  understanding  (MOU)  concerning  the  regulation  of 

U.S.  mobile  offshore  drilling  units  on  the  OCS.   Under  this  MOU, 

the  Coast  Guard  exercises  technical  review  and  approval  responsibility 

relating  to  the  safety  and  health  of  personnel,  the  general  safety 

and  integrity  of  the  unit,  and  the  protection  of  the  environment  for 

the  following: 

1.  Structural  integrity  of  the  unit. 

2.  Construction  and  arrangement  including  structural  fire 
protection. 

3.  Stability. 

4.  Emergency  systems  including  fire  protection  and  lifesaving. 

5.  Mechanical  and  electrical  standards  for  machinery  installations 
including  propulsion  systems  and  industrial  systems. 

6.  Standards  for  arc  or  acetylene  welding  or  cutting  operations 
affecting  the  structural  integrity  or  installed  equipment. 

7.  Provisions  for  navigation  including  lights  and  other  signals. 
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8.  Pollution-prevention  measures  for  sources  not  associated  with 
drilling  operations,  including  substances  such  as  domestic  and 
sanitary  water,  domestic  waste,  fuel,  oil,  and  hazardous 
substances. 

9.  Crane  standards. 

10.  Measures  for  the  transfer,  storage,  and  handling  of  explosives 
and  other  dangerous  articles. 

The  USGS  exercises  technical  review  and  approval  responsibility  relating  to 
safety  of  operations,  the  conservation  of  natural  resources,  and  the 
protection  of  the  environment  for  the  following: 

1.  Drilling  equipment,  drilling  safety  systems  and  other 
well-control  equipment,  and  operational  procedures  with 
regard  to  the  drilling  operations  to  be  performed. 

2.  The  effects  of  oceanographical ,  meteorological,  geological, 
and  geophysical  conditions  at  a  particular  drilling  site. 

3.  Pollution-prevention  measures  associated  with  the  drilling 
operations,  e.g.,  drilling  fluid,  drill  cuttings,  and 
well  effluents. 

4.  Proper  control  of  arc  or  acetylene  welding  or  cutting  operations 
during  the  drilling  mode. 

5.  The  conduct  of  drilling  operations  which  are  to  be  performed 
under  an  approved  Critical  Operations  and  Curtailment  Plan. 
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The  MOU  also  provides  for  each  Agency  to  conduct  the  inspections  necessary 
to  assure  compliance  within  its  area  of  responsibility  along  with  casualty 
inspection. 

The  OCS  Lands  Act  Amendments  of  1978  recognized  this  dual  responsibility 
for  regulating  OCS  drilling  and  production  activities  between  the  USGS 
and  the  U.S.  Coast  Guard.   Coordinating  of  activities  between  the  two 
Agencies  is  required  in  several  sections  of  the  Act. 

The  MOU  signed  in  1977  is  indicative  of  the  cooperation  and  coordination 
that  exists  between  the  USGS  and  the  U.S.  Coast  Guard.   Several  coopera- 
tive activities  and  discussions  lead  up  to  the  execution  of  this  agreement, 
Since  that  time,  a  permanent  committee  composed  of  personnel  from  both 
Agencies  has  been  formed  to  effect  those  actions  necessary  to  ensure  that 
there  is  an  understanding  and  agreement  as  to  implementation  of  the 
responsibilities  of  the  two  Agencies  regarding  OCS  activities.   Current 
activities  include  identification  of  issues  and  development  of  an  MOU 
on  fixed  platforms  similar  to  the  one  on  mobile  drilling  units;  a 
trilateral  agreement  with  EPA  concerning  the  prevention  and  control  of 
oil  discharges  and  spills;  joint  membership  on  several  committees 
and  panels;  and  joint  participation  on  accident  investigation  boards 
such  as  that  convened  by  the  U.S.  Coast  Guard  on  the  RANGER  I. 
Interaction  between  field  personnel  of  the  Agencies  aids  in  reduction 
of  duplicative  regulatory  actions  and  ensures  a  consistency  of 
regulatory  policy.   During  the  initial  implementation  of  the  OCS 

Lands  Act  Amendments,  some  minor  problems  were  encountered,  but,  upon 
their  identification,  channels  of  communication  were  opened  which 
led  to  quick  resolution. 

I  would  be  glad  to  answer  any  questions. 
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Appendix  I 


U.S.  Geological  Survey  Approval 

and  Inspection  Process  for  OCS 

Oil  and  Gas  Operations 


The  Geological  Survey's  OCS  lease  regulatory  mission  is  concerned  with 
personnel  and  equipment  safety,  conservation  of  resources,  and  the  pre- 
vention of  pollution.   Supervision  is  carried  out  through  a  set  of  rules, 
regulations,  and  Orders  that  are  implemented  through  field  inspections 
and  by  review  of  applications  and  proposed  plans. 

Drilling  from  a  mobile  unit  like  the  Ranger  I  must  be  in  accordance  with 
the  exploratory  drilling  plan  which  has  been  approved  by  the  Geological 
Survey's  Area  Supervisor.   Requirements  for  such  plans  are  specified  in 
30  CFR  250.34  which  is  presently  undergoing  revision  necessitated  by  the 
1978  OCS  Lands  Act  Amendments.   Among  the  details  required  in  the  plans 
are:   (1)  the  location  of  the  proposed  welKs),  both  at  the  surface  and 
at  the  total  depth;  (2)  a  description  of  the  proposed  drilling  vessels 
or  platforms  specifying  the  tentative  locations,  vessel  design  and  other 
features  related  to  polltion  prevention  and  control,  and  the  results  of 
an  analysis  of  the  drilling  system  in  accordance  with  established  systems 
design  procedures;  and  (3)  the  subsurface  structural  interpretation  based 
on  the  best  available  geological  and  geophysical  data,  including  contour 
maps  and  cross  sections  and  anticipated  producing  zones  in  each  proposed 
well. 

If  the  proposed  program  involves  a  mobile  drilling  unit  which  has  not 
operated  previously  in  OCS  water,  a  detailed  rig  inspection  is  conducted 
before  the  unitization  of  drilling  activities.   In  accordance  with  our 
April  11,  1977,  Memorandum  of  Understanding  with  the  Coast  Guard,  the 
Geological  Survey's  review  involves  drilling  equipment,  drilling  safety 


193 

systems  and  other  well-control  equipment,  and  operational  procedures 
related  to  the  drilling  operations.   Technical  review  of  the  structural 
integrity  of  the  unit,  construction  and  arrangement,  stability,  and 
emergency  systems  are  the  responsibility  of  the  Coast  Guard. 

Prior  to  exploratory  drilling  under  an  approved  plan,  the  lessee  must 
obtain  approval  of  the  District  Supervisor  of  an  Application  for  Permit 
to  Drill.   This  application  states  the  location  and  proposed  depth  of 
the  well,  describes  the  blowout-prevention  system,  and  the  casing, 
cementing,  and  mud  programs  to  be  used  in  the  drilling  process. 

The  drilling  application  is  accompanied  by  a  geophysical  data  report  on 
the  nearby  surface  and  near-surface  conditions  for  geologic  hazards. 
Cultural  resource  and  biological  surveys  may  also  be  required. 

In  conjunction  with  an  exploratory  plan,  a  lessee  must  also  obtain 
approval  of  a  critical  operations  and  curtailment  plan.   This  plan 
lists  or  describes  certain  operations  which  have  been  judged  to  be 
more  critical  than  others  and  which  may  need  to  be  ceased,  or  limited, 
under  given  circumstances  or  conditions.   The  plan  also  lists  or  describes 
the  circumstances  or  conditions  under  which  these  critical  operations 
shall  be  curtailed.   The  District  Supervisor  must  be  notified  when  such 
conditions  or  circumstances  exist  and  may  order  the  critical  operation 
to  be  curtailed  as  long  as  the  situation  warrants. 
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In  some  areas  including  the  Gulf  of  Alaska,  Cook  Inlet,  and  Mid-Atlantic, 
operators  are  required  to  continually  monitor  oceanographic  conditions 
and  vessel  performance  parameters.   Accurate  indications  of  heave,  pitch, 
roll,  vessel  offset,  riser  angle,  anchor  tension,  and  other  vessel 
parameters  are  necessary  to  make  determinations  regarding  the  curtailment 
or  modification  of  operations.   Limits  for  each  type  of  activity  are 
specified  in  the  critical  operations  and  curtailment  plan. 

The  operator  must  obtain  the  approval  of  the  District  Supervisor  if  any 
modifications  in  the  drilling  plan  are  intended.   A  Sundry  Notice 
Application  must  be  submitted  specifying  the  proposed  changes. 

All  drilling  operations  must  be  conducted  in  accordance  with  the  provisions 
of  OCS  Order  No.  2,  Drilling  Procedures.   This  Order  specifies  well  casing 
and  cementing,  blowout-prevention  equipment,  mud  program,  and  training 
requirements.   A  training  standard  has  been  issued  to  specify  the  type 
and  level  of  training  required  for  different  categories  of  personnel. 
Training  courses  are  certified  to  ensure  compliance  with  the  standard. 

A  detailed  inspection  program  has  been  established  to  ensure  compliance 
with  the  requlations  and  Orders.   Lessees  and  operators  are  required 
to  conduct  inspection  and  testing  of  certain  equipment  and  facilities 
at  periodic  intervals  and  certify  that  such  inspections  were  carried  out 
and  appropriate  corrective  measures  taken.   Compliance  inspections  carried 
out  by  Geological  Survey  personnel  are  supplemented  to  these  required 
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inspections  and  are  performed  by  one  Geological  Survey  representative 
or  by  a  team  of  personnel,  depending  upon  the  nature  and  complexity  of 
the  facilities  or  operations  to  be  inspected. 

Inspection  of  drilling  operations  includes  a  functional  check  of  drilling 
control  and  monitoring  devices  and  a  review  of  procedures,  personnel 
qualifications,  and  records  of  all  safety  and  pollution-prevention 
aspects  of  drilling  activities. 

During  routine  drilling  operations,  compliance  inspections  are  conducted 
prior  to  the  commencement  of  actual  drilling  operations  and  at  least 
once  during  the  drilling  period.   Drilling  operations  in  frontier  areas 
are  inspected  more  frequently. 

Checklists  containing  pertinent  requirements  of  OCS  Orders  and  regulations 
have  been  developed  prior  to  commencement  of  compliance  inspections  and 
serve  as  the  basic  inspection  guide.   Inspections  are  specifically  designed 
for  each  facility  and  operation;  therefore,  accompanying  the  checklist 
is  information  on  the  specific  facilities  and  operations  to  be  inspected, 
such  as  the  safety  systems  design  analysis  chart,  system  schematics,  and 
lessee  inspection  reports.   The  applicable  questions  on  the  checklist 
are  then  answered  by  inspection  personnel  during  the  inspection,  and  the 
prescribed  enforcement  action  is  taken  if  noncompliance  conditions  are 
discovered.   Inasmuch  as  the  checklist  defines  Potential  Incidents  of 
Noncompliance  (PINC),  any  observed  violation  is  termed  an  Incident  of 
Noncompliance  (INC). 
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Enforcement  actions  ensure  that  any  incident  of  noncompliance  (INC) 
with  safety  and  pollution-prevention  requirements  observed  during 
inspection  activities  is  corrected  by  the  operator. 

To  provide  objectivity,  the  appropriate  notification  and  mandatory 
enforcement  action  for  each  INC  observed  is  indicated  on  the 
Potential  Incident  of  Noncompliance  (PINC)  checklist.   Enforcement 
actions  consist  of  (1)  written  warnings  or  (2)  platform,  zone  (well), 
equipment,  or  pipeline  shut-in,  depending  upon  the  enforcement  action 
specified. 

In  the  case  of  a  written  warning,  the  company  representative  must 
certify  to  the  District  Supervisor  within  7  days  that  the  INC  has  been 
corrected  and  must  report  on  the  action  taken  to  preclude  recurrence. 
If  an  enforcement  action  requires  a  shut-in,  the  inspector  immediately 
informs  the  District  Supervisor  and  describes  the  situation  and  the 
consequences  of  the  shut-in.   The  District  Supervisor  then  authorizes 
the  prescribed  enforcement  action.   If,  because  of  communication 
problems,  the  District  Supervisor  cannot  be  contacted,  the  inspector 
is  authorized  to  take  the  appropriate  action  and  to  notify  the  District 
Supervisor  as  soon  as  possible.   The  inspection  team  leader  provides 
the  company  representative  with  a  written  order  to  shut-in  the  zone(s), 
platform,  or  other  facility  after  explaining  orally  the  reason  for  the 
shut-in.   When  the  inspector  reports  a  facility  shut-in,  the  District 
Supervisor  notifies  the  company  of  the  action,  in  writing,  instructing 
them  not  to  resume  operations  until  the  field  site  has  been  reinspected. 
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The  well,  item  of  equipment,  or  facility  cannot  resume  operations  until 
the  INC  is  corrected  and  the  company  has  received  clearance  from  the 
District  Supervisor  to  resume  operations. 

In  the  event  an  inspector  must  halt  drilling  operations  on  a  well,  the 
District  Supervisor  notifies  the  company  in  writing.   However,  in  order 
to  minimize  the  dangers  of  maintaining  an  open  hole,  the  inspector 
remains  at  the  drilling  site  or  returns  to  it  as  soon  as  the  INC  has 
been  corrected  to  reinspect  and  obtain  the  certification  of  compliance 
from  the  company.   All  enforcement  actions  taken  during  a  specified 
month  and  the  cumulative  actions  taken  during  the  current  calendar  year 
are  summarized  in  a  monthly  field  report. 

Enforcement  actions  which  are  out  of  the  ordinary,  have  wide  impact, 
or  result  from  a  suspected  knowing  and  willful  violation  of  rules  or 
regulations,  are  reported  to  the  Director  upon  accumulation  of  accurate 
information  in  accordance  with  established  procedures. 

The  provisions  of  30  CFR  250.45  require  lessees  to  immediately  notify 
the  Supervisor  of  serious  accidents  and  all  fires  on  the  lease  and 
submit  a  full  written  report  on  the  incident  within  10  days.   Lessees 
must  notify  the  Supervisor  within  24  hours  of  other  accidents  or 
unusual  conditions. 

The  Geological  Survey  independently  investigates  accidents  but 
cooperates  with  other  agencies  having  interfacing  jurisdiction. 
Accident  investigation  procedures  provide  for  investigation  of  those 
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accidents  which  occur  during,  or  are  directly  related  to,  oil  and  gas 
lease  operations.   The  Coast  Guard  enforces  regulations  requiring 
investigation  of  all  accidents  involving  fatalities  or  meeting 
certain  minimum  injury  or  damage  criteria.   In  the  event  of  an 
accident  during  oil  or  gas  operations  involving  fatalities  or  an 
explosion,  fire,  or  major  pollution,  procedures  allow  simultaneous 
investigation  by  the  Geological  Survey  and  the  Coast  Guard. 

The  Geological  Survey  forms  a  field  investigation  team  upon 
notification  of  an  accident.   The  team's  makeup  depends  on  the 
accident  classification  as  outlined  in  the  Accident  Notification 
and  Investigation  Procedures  Plan.   The  team  leader  makes  all 
necessary  plans  or  arrangements,  assembles  the  investigation  team, 
arrives  at  the  accident  site  as  soon  as  possible,  and  directs  the 
on-site  investigation. 

Upon  completing  the  investigation  of  the  accident,  the  team  prepares 
an  OCS  Accident  Investigation  and  Analysis  Report.   The  report 
summarizes  the  conclusions  of  the  Geological  Survey,  evaluates  the 
lease  operator's  report  of  the  accident,  and  recommends  corrective 
measures  to  minimize  the  chances  of  recurrence. 

The  completed  reports  are  distributed  to  appropriate  Geological 
Survey  personnel  and  the  non-proprietary  information  made  available 
in  the  Public  Records  Offices.   The  Area  Supervisor  and  the  Area 
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Systems  Review  Connnittee  (ASRC)  then  determine  whether  a  Safety  Alert 
Notice  should  be  issued,  and  whether  recommended  preventive  measures 
should  be  incorporated  into  OCS  Orders. 

The  Safety  Alert  Program  notifies  lease  operators  of  operating  practices 
and  conditions  which  have  resulted  in  accidents.   Operators  are  advised 
to  review  their  own  operations  to  ensure  that  similar  situations  do  not 
occur. 

Close  surveillance,  by  means  of  daily  helicopter  and  aircraft  flights 
and  general  observation  from  platforms,  is  maintained  by  Geological 
Survey  and  lessee  personnel  to  locate  the  source  of  any  pollution  in 
order  that  corrective  action  can  be  taken.   The  feasibility  of  remote 
sensing  devices,  including  satellite  observations,  continue  to  be 
considered  for  future  use.   Operators  are  required  by  regulations  and 
OCS  Orders  to  maintain  an  inventory  of  equipment  that  can  be  promptly 
mobilized  to  contain  and  clean  up  an  oil  spill. 

In  the  event  of  an  accident  which  may  result  in  pollution,  the  Geological 
Survey  has  the  primary  jurisdiction  to  require  corrective  action  to  abate 
the  source  of  pollution  in  accordance  with  OCS  Orders  and  Memoranda  of 
Understanding  with  the  Coast  Guard. 

The  Geological  Survey  maintains  a  computerized  historical  listing  of 
fires,  explosions,  fatalities,  blowouts,  polluting  spills,  and  other 
accidents  associated  with  oil  and  gas  operations  which  have  occurred 
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on  the  Outer  Continental  Shelf.   This  file  aids  Geological  Survey 
personnel  associated  with  the  review  and  improvement  of  OCS  operations. 
It  also  is  utilized  in  preparing  Environmental  Impact  Statements  and 
informing  interested  parties  of  OCS  incidents. 

The  Geological  Survey  is  presently  working  with  the  Coast  Guard  to 
coordinate  the  implementation  of  responsibilities  in  accordance  with  the 
OCS  Lands  Act  Amendments.   We  have  had  an  excellent  working  relationship 
with  the  Coast  Guard  and  believe  the  Amendments  can  be  effectively 
implemented  without  unnecessary  regulatory  duplication. 
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U.  S.  GEOLOGICAL  SURVEY 
DETAILED  DRILLING  INSPECTION  FORM 
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DETAILED  DRILLING  INSPECTION  PAGE  2 
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FROM  FIELD  INFOP>MATION 


DEPTH 


MUD  WT 


PH 


DR  /STRUG 


COND. 


SUR. 


INTER. 


PROD. 


LINER 


SIZE 
HOLE 


SIZE 


DATE  OF  LAST  TEST 


TEST  PRESS. 


APPROVED  -  FRCM  FILE 


Vise. 


ri'PE/BASE 


MUD  WT 


PH 


Vise. 


TYPE/DASE 


APPROVED  -  FROM  DISTRICT  FILE 


GRADE 


WT/FT. 


INT.  YIELD 


SET 
AT 


SX. 
CEMENT 


ENF. 


W7 
RCSI 
RSI 


INC  tl 
04.6 


W7 


W7 

RCSI 

CCPS 


W7 

RSI 

RCSI 


CCPS 


65.0 


1.0 


2.0 


4.0 


PART  I  GENERAL  PINC  DESCRIPTION 


250.46  WORKMANLIKE  OPERATIONS-  ARE  ALL 
OPERATIONS  PERFORMED  IN  A  SAFE  AND  WORK- 
MANLIKE MANNER  AND  ARE  ALL  NECESSARY  PRE- 
CAUTION TAKEN  TO  PREVENT  HEALTH,  SAFETY 
OR  FIRE  HAZARDS? 


IS  RIG  OR  PLATFORM  PROPERLY  IDENTIFIED? 


IS  FACILITY  EQUIPPED  WITH  NECESSARY 
CURBS,  BUTTERS  AND  DRAINS  OR  DRIP  PANS? 


ARE  ALL  DRAINS  PIPED  TO  A  TANK  OR  SUMP 
WHICH  WILL  MAINTAIN  OIL  AT  A  LEVEL  TO 
PREVENT  DISCHARGE  INTO  OCEAN  WATERS,  OR 
HAS  AN  ALTERNATE  METHOD  BEEN  APPROVED? 


IS  OPERATOR  NOT  DISPOSING  OF  OIL,  OILY 
SOLIDS,  OR  DRILLING  MUD  CONTAINING 
OIL  INTO  OCEAN  WATERS? 


#CK 


//Y 


c;n 


/;na 


//AF 
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ENF. 

INC  // 

CONT'D.   PART  I  GENERAL  PINC  DESCRIPTION 

C 

//CK 

in 

//N 

#NA 

«AF 

RS 

W24 
RSI 
PCSI 

5.0 

IS  OPERATOR  NOT  DISPOSING  OF  DRILLING  MUD 
CONTAINING  TOXIC  SUBSTANCES  INTO  OCEAN 
WATERS  WITHOUT  NEUTRALIZATION? 

R 

7.0 

ART  SOLID  WASTE  MATERIALS  INCINERATED 
AND/OR  TRANSPORTED  TO  SHORE? 

W 
Y 
V 

W7 
W2A 

8.0 

IS  POLLUTION  INSPECTION  MADE  DAILY? 

A 
W 

W7 

10.0 

ARE  SPILLS  AND  LEAKS  RECORDED  AND 
RECORDS  AVAILABLE  FOR  INSPECTION? 

A 

W7 
RCSI 

291.0 

IS  A  COPY  OF  THE  WELDING  AND  BURNING 
SAFE  PRACTICES  AND  PROCEDURES  PLAN 
AVAILABLE  ON  THE  PLATFORM  IF  WELDING 
IS  IN  PROGRESS? 

A 
E 



ENF. 

INC  a 

PART  IB   CRANES  PINC  DESCRIPTION 

C 

//CK 

//Y 

//N 

//NA 

#AF 

W7 

299.0 

DOES  OPERATOR  VERIFY  THAT  CRANES  ARE 
OPERATED  AND  MAINTAINED  TO  ENSURE 
SAFETY  OF  FACILITY  OPERATIONS  IN 
ACCORDANCE  WITH  API  RP  2D? 

A 

W7 

300.0 

ARE  RECORDS  OF  CRANE  INSPECTION,  TESTING, 
AND  MAINTENANCE  KEPT  IN  THE  FIELD  OFFICE 
FOR  ONE  YEAR? 

A 

ENF. 

INC  * 

PART  IC  ELECTRICAL  PINC  DESCRIPTION 

C 

//CK 

in 

//N 

//NA 

//AF 

RSI 

1A3.0 

IS  THERE  AN  AN  AUXILIARY  ELECTRICAL  POWER 
SUPPLY? 

Y 

1.  ARE  EXPLOSION-PROOF  AND  OTHER 
ENCLOSURE  OPENINGS  EQUIPPED  WITH  COVERS 
OR  PLUGS  SECURELY  TIGHTENED?  YES  ^NO 

2.  ARE  GUARDS  AND  GLOBES  INSTALLED  ON  LIGHTING 
FIXTURES?   YES    NO 

3.  ARE  PROTECTIVE  PANELS  INSTALLED  ON  SWITCH 
GEAR  AND  CONTROL  CENTER  EQUIPMENT?  YES  KG 

4.  ARE  CABLE  JACKET  OR  ARMOR  IN  GOOD  CONDITION? 
YES  __N0 
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ENF. 

INC  // 

CONT'D.  PART  IC  ELECTRICAL  PINC  DESCRIPTION 

C 

;'CK 

n 

#N 

#NA 

i;kY 

5.  ARE  CABLES  AND  CONDUIT  SUPPORTED  PROPERLY? 

^YES  ^NO 

W7 
RCSI 

14A.2 

is  electrical  equipment  and  wiring  install- 
ed, protected  a.''^  maintained  in  a  proper 
workma;;liice  manner? 

E 

ENF. 

INC  // 

PART  II  CASING/MUD  PROGRAM  PINC  DESCRITPION 

C 

C'CK 

n 

#N 

#NA 

f/AF 

RSI 

28.0 

WAS  REMEDIAL  ACTION  TAKEN,  IF  SURFACE  CASING 
DID  NOT  CEMENT  PROPERLY? 

Y 

RSI 

21.0 

WAS  LINER  SEAL  TESTED  AND  RESULTS  RECORDED 
IN  DRILLER'S  LOG? 

Y 

RSI 

32.0 

HAVE  CASING  STRINGS  BEEN  PRESSURE  TESTED? 

Y 

W24 

33.0 

WERE  TEST  RESULTS  RECORDED  IN  DRILLER'S  LOG? 

W 

RSI 

34.0 

WAS  REMEDIAL  ACTION  TAKEN  IF  NEEDED? 

Y 

RSI 

35.0 

WAS  THERE  PROPER  WOC  TIME  BEFORE  DRILLING 

OUT? 

Y 

W24 

36.1 

ARE  DAILY  INVENTORIES  OF  MUD  MATERIALS  TAKEN, 
RECORDED  AtvT)  USED  AS  A  BASIS  FOR  DETERMINING 
MINIMUM  QUANTITIES  OF  MUD  NEEDED? 

W 

RSI 

36.2 

ARE  THESE  MINIMUM  QUANTITIES  OF  MUD 
MAINTAINED? 

Y 

W24 
RSI 

38.0 

HAS  MUD  BEEN  PROPERLY  CONDITIONED  SY  CIRCULA- 
TION BEFORE  STARTING  OUT  OF  THE  HOLE  AND/OR 
IS  THERE  PROPER  DOCb-MENTATION  IN  DRILLER'S 
LOG   THAT   CIRCULATION  WAS  NOT  NECESSARY? 

W 

Y 

W24 
RSI 

199.0 

HAS  FILLUP  VOLU:iE  REQUIRED  TO  FILL  HOLE  ON  TRIPS 
BEEN  CALCULATED  AND  POSTED? 

W 
Y 

RSI 

39.0 

IS  ANNULUS  FILLED  BEFORE  MUD  LEVEL  DROPS 
100  FT.? 

Y 

RSI 
W24 

40.0 

IS  MECHANICAL  DEVICE  USED  TO  MEASURE  MUD  TO 
FILL  HOLE? 

Y 

W 

RSI 

41.0 

WAS  PROCEDURE  IN  OCS  ORDER  2  USED  IF  SWAB- 
BING OR  FLUID  INFLUX  INDICATED? 

Y 
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ENF 

.  INC.  // 

PART  II  CASING/MUD  PROGRAM  PINC  DESCRIPTION 
(CONTINUED) 

C 

#CK 

#Y 

//N 

/'NA 

HAT 

LAST  TIME  EVENT  OCCURRED?               WHAT  OCCURRED? 

RECORDED  IN  LOG?                       DEPTH? 

RSI 

42.0 

IS  MUD  TESTING  EQUIPMNT  ON  FACILITIY? 

Y 

RSI 

43.0 

ARE  MUD  TESTS  PERFORMED  DAILY,  OR  AS 
WARRANTED? 

Y 

W2A 

44.0 

ARE  MUD  TESTS  RECORI'ED  IN  DRILLER'S  LOG? 

W 

RSI 

45.0 

IS  RECORDING  MUD  PIT  LEVEL  INDICATOR 
INSTALLED  AND  USED? 

Y 

RSI 

46.0 

IS  AUDIO  AND  VISUAL  WARNING  ON  PIT  LEVEL 
INDICATOR  INSTALLED  AND  USED? 

Y 

RSI 

48.0 

IS  MUD  RETURN  INDICATOR  INSTALLED  AND 
USED? 

V 

RSI 

197.0 

IS  AN  OPERABLE  DEGASSER  INSTALLED  AND  MAIN- 
TAINED FOR  USE? 

Y 

RSI 

198.0 

IS  AN  OPERABLE  GAS  DETECTOR  (WITH  DERRICK 
FLOOR  INDICATOR)  INSTALLED  TO  MONITOR 
DRILLING  MUD  RETURNS? 

Y 

ENF 

INC  // 

PART  III  DRILLING  SAFETY  EQUIPMENT  PINC 

^ 

//CK 

//Y 

//N 

//KA 

#AF 

RSI 

195.0 

IS  HYDRAULICALLY  CONTROLLED  ANNULAR  BO?  OR 
PRESSURE-ROTATING  PACK-OFF  TYPE  HEAD  IN- 
STALLED ON  THE  DRIVE  PIPE?  (UNDERLINE 
WHICH) 

Y 

RSI 

50.1 

IS  DIVERTER  SYSTEM  AS  DESCRIBED  IN  OCS 
ORDER  2,  SECTION  2. A  INSTALLED  ON  THE  DRIVE 
OR  STRUCTURAL  CASING? 

Y 

RSI 

49.0 

IS  HYDRAULICALLY  CONTROLLED  ANNUL/vR  BOP 
INSTALLED  ON  CONDUCTOR  CASING? 

Y 

RSI 

50.2 

IS  DIVERTER  SYSTEM  AS  DESCRIBED  IN  OCS 
ORDER  2,  SECTION  2. A  INSTALLED  ON 
CONDUCTOR  CASING? 

Y 

RSI 

50.5 

IS  A  MINIMUM  OF  ONE  OPERABLE  REMOTE  BOP   ■ 
CONTROL  STATION  PROVIDED  IN  ADDITION  TO  THl 
PRIMARY  BOP  CONTROL  STATION  ON  THE  DRILLING 
FLOOR? 

•i 
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ENF. 

INC  # 

PART  III  DRILLING  SAFETY  CONT'D. 

C 

//CK 

/,'Y 

//K 

//NA 

//AF 

RSI 

52.1 

ARE  REMOTELY  CONTROLLED,  HYDRAULICALLY 
OPERATED  BLOWOUT  PREVENTERS  INSTALLED? 

Y 

RSI 

52.3 

IS  CHOKE  LINE  AND  MANIFOLD  INSTALLED? 

Y 

RSI 

52.4 

IS  KILL  LINE  INSTALLED? 

Y 

RSI 

52.5 

IS  FILL-UP  LINE  INSTALLED? 

Y 

RSI 

51.0 

IF  THE  BOP  IS  ON  THE  OCEAN  FLOOR,  ARE  THE 
CHOKE  AND  KILL  LINES  EQUIPPED  TO  PERMIT 
THE  DIVERSION  OF  HYDROCARBONS  AND  OTHER 
FLUIDS? 

Y 

U24 

200.0 

FOR  EACH  CASING  STRING,  HAS  THE  MAXIMUM 
PRESSURE  TO  BE  APPLIED  TO  BOP  DURING  WELL 
C0NT:R0L  OPERATIONS  BEEN  POSTED? 

W 

RSI 

W2A 

61.1 

ARE  RAM-TYPE  BOP  AND  RELATED  CONTROL 
EQUIPMENT  TESTED  AT  RATED  WORKING  PRESSURE 
OF  BOP  STACK  ASSEMBLY,  OR  70%  OF  THE 
MINi;-nJM  INTERNAL  YEILD  PRESSURE  OF  THE 
CASING,  WHICHEVER  IS  LESSER? 

Y 

W 

RSI 
W24 

61.0 

ARE  ANNULAR-TYPE  PREVENTERS  TESTED  AT 
70%  OF  THE  APPLICABLE  PRESSURE  USED  TO 
TEST  RAM-TYPE  PREVENTERS  BUT  NOT  MORE  THAN 
70%  OF  THE  RATED  WORKING  PRESSURE  OF  THE 
ANNULAR  PREVENTER? 

Y 

W 

W24 

64.1 

IS  TEST  INFORMATION  FOR  ALL  BLOW-OUT  PRE- 
VLNTOR  TESTS  RECORDED  IN  DRILLER 's  LOG? 

W 

RSI 
RSI 

RSI 
W24 

RSI 

59.1 
59.2 

59.3 

59.4 

ARE  ALL  PREVENTERS  TESTED: 

WHEN  INITIALLY  INSTALLED? 

BEFORE  DRILLING  OUT  AFTER  EACH  CASING 
STRING  IS  SET? 

NOT  LESS  THAN  ONCE  EACH  WEEK,  ALTERNATING 
BETWEEN  CONTROL  STATIONS? 

FOLLOWING  REPAIRS  THAT  REQUIRE  DISCONNECT- 
ING A  PRESSURE  SEAL  IN  THE  ASSEMBLY? 

Y 
Y 

Y 

Y 

RSI 
W24 

60.0 

ARE  PIPE  RAMS  ACTUATED  DAILY? 

Y 

V 

207 


DETAILED  DRILLING 

INSPECTION 

PAGE 
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ENF 

INC  it 

PART  III  DRILLING  SAFETY  CONT'D. 

C 

#CK 

//Y 

#N 

//NA 

//AF 

RSI 

W24 

196.0 

ARE  BLIND/SHEAR  RAJ-IS  ACTUATED  WHILE  DRILL 
PIPE  IS  OUT  OF  HOLE  BUT  NOT  MORE  THAN 
ONCE  EACH  DAY  UNLESS  NECESSARY  TO  DETER- 
MINE PROPER  OPERATION? 

Y 

W 

RSI 
W2A 

W24 
RSI 

RSI 

60.1 
60.2 

54.0 

ARE  TAPERED  DRILL  STRING  PIPE  RAMS 
ACTUATED  ON  THE  APPROPRIATE  DRILL  PIPE 
SIZE,  ONCE  EACH  TRIP? 

ARE  CONTROL  STATIONS  ACTUATED  WHILE  DRILL 
PIPE  IS  OUT  OF  HOLE  BUT  NOT  MORE  THAN 
ONCE  EACH  DAY  UNLESS  NECESSARY  TO 
DETERMINE  PROPER  OPERATION? 

DO  ACCUMULATORS  OR  ACCUMULATORS  AND  PUMPS 
PROVIDE  FOR  REPEATED  OPERATION  OF  BOP? 

Y 

W 
Y 

Y 

DIFFERENT  SIZE(S)  OF  DRILL  PIPE 

W2A 
RSI 

57.0 

ARE  INSIDE  BOP  ASSEMBLY  AND  DRILL   STRING 
SAFETY  VALVES  TO  FIT  ALL  SIZES  OF  PIPE 
IN  THE  DRILL  STRING  MAINTAINED  IN  THE 
OPEN  POSITION  ON  THE  RIG  FLOOR? 

W 
Y 

W24 
RSI 

58.0 

IS  KELLY  COCK  INSTALLED  BELOW  SWIVEL 
AND  ESSENTIALLY  FULL  OPENING  KELLY  COCK 
INSTALLED  AT  BOTTOM  OF  KELLY? 

W 
Y 

ARE  DRILL  STRING  SAFETY  VALVE  AND  KELLY 
COCK  WRENCHES  LOCATED  ON  RIG  FLOOR? 

RSI 

63.0 

IS  BOP  DRILL  CONDUCTED  WEEKLY  FOR  EACH 
CREW? 

Y 

W24 

64.2 

IS  DRILL  RECORDED  IN  DRILLER'S  LOG? 

W 

RSI 

201.0 

IS  THE  WELL  CONTINUOUSLY  UNDER  SURVEIL- 
LANCE UNLESS  SECURED  WITH  BOP  OR  CEMENT 
PLUG? 

Y 

W7 
RS 

202.1 

HAVE  COMPANY  AND  DRILLING-CONTRACTOR 
SUPERVISORY  PERSONNEL  BEEN  TRAINED  IN 
WELL  CONTROL  AND  ABNORMAL  PRESSURE  DETEC- 
TION? 

A 
R 
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ENF. 

INC  // 

PART  III  DRILLING  SAFETY  CONT'D. 

C 

tICK 

//Y 

#N 

//NA 

#AF 

W2A 

202.2 

IS  RECORD  OF  TRAINING  MAINTAINED  ON 
FACILITY? 

W 

RSI 

203.0 

PRIOR  TO  DRILLING  100  FT.  BELOW  SURFACE 
CASING,  HAS  PRESSURE  TEST  BEEN  OBTAINED 
AND  RECORDED? 

Y 

RSI 

20A.0 

HAVE  INCLINATION  AND  DIRECTIONAL  SURVEYS 
BEEN  OBTAINED  AS  REQUIRED  IN  OCS  ORDER 
2,  SECTION  l.F? 

Y 
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DEPARTMENT  OF  TRANSPORTATION 

UNITED  STATES  COAST  GUARD 

WASHINGTON,  D.C.   20590 


STATEMENT  OF  REAR  ADMIRAL  HENRY  H.  BELL,  CHIEF, 
OFFICE  OF  MERCHANT  MARINE  SAFETY,  BEFORE  THE 
AD  HOC  SELECT  COMMITTEE  ON  THE  OUTER  CONTINENTAL 
SHELF  OF  THE  HOUSE  OF  REPRESENTATIVES. 

JULY  23,  1979 


GOOD  AFTERNOON,  MR.  CHAIRMAN  AND  MEMBERS  OF  THE  COMMITTEE.  I 
AM  REAR  ADMIRAL  HENRY  H.  BELL,  CHIEF  OF  THE  OFFICE  OF  MERCHANT 
MARINE  SAFETY  OF  THE  U.  S.  COAST  GUARD.  I  AM  PLEASED  TO  HAVE  THIS 
OPPORTUNITY  TO  TESTIFY  BEFORE  THIS  COMMITTEE  CONCERNING  SAFETY 
PROBLEMS  ON  THE  OUTER  CONTINENTAL  SHELF.  I  HAVE  A  BRIEF 
PREPARED  STATEMENT.  FOLLOWING  THIS,  I  WILL  BE  GLAD  TO  RESPOND  TO 
ANY  QUESTIONS  YOU  MAY  HAVE. 

COAST  GUARD  ACTIVITIES  TO  PROMOTE  SAFETY  OF  LIFE  AND  PROPERTY 
ON  THE  OUTER  CONTINENTAL  SHELF  ARE  A  GROWING  PART  OF  THE  COAST 
GUARD'S  OVERALL  MARINE  SAFETY  PROGRAM.  THE  OUTER  CONTINENTAL 
SHELF  IS  AN  AREA  IN  WHICH  WE  ARE  DEVOTING  INCREASING  ATTENTION  AS 
OFFSHORE  ACTIVITY  EXPANDS.  OUR  OBJECTIVE  IS  TO  ENSURE  THAT  THE 
DEVELOPMENT  OF  U.  S.  OFFSHORE  ENERGY  RESOURCES  PROCEEDS  IN  A 
SAFE,  POLLUTION  FREE  ENVIRONMENT.  CERTAINLY,  SOME  PROBLEMS  DO 
EXIST  WITH  RESPECT  TO  OFFSHORE  SAFETY,  BUT  I  BELIEVE  THE  STAGE  HAS 
BEEN  SET  FOR  THEIR  RESOLUTION.  THE  CONGRESS  WISELY  ENACTED  OCS 
LANDS  ACT  AMENDMENTS;  WITH  THIS  AUTHORITY,  FEDERAL  AGENCIES 
CAN  ASSURE  SAFE  DEVELOPMENT  OF  MUCH  NEEDED  ENERGY  RESOURCES 
THROUGH  REGULATORY  ACTION  AND  COOPERATIVE  EFFORTS  WITH 
INDUSTRY. 

SINCE  THE  RANGER  I  CASUALTY  IS  A  SUBJECT  YOU  HAVE  ASKED  ME  TO 
COMMENT  ON,  I  WILL  ADDRESS  IT  HERE. 


210 


THE  RANGER  I,  AS  YOU  KNOW,  WAS  A  PROPULSION-ASSISTED,  SELF- 
ELEVATING,  MAT  JACKUP,  BUILT  IN  1969,  AND  CAPABLE  OF  OPERATING  IN 
70  FEET  OF  WATER.  THE  UPPER  HULL  WAS  SUPPORTED  BY  THREE 
CYLINDRICAL  LEGS,  FOUR  FEET  IN  DIAMETER,  CONNECTED  TO  THE  UPPER 
HULL  BY  A  HYDRAULIC  JACKING  SYSTEM  AND  TERMINATING  AT  THE 
LOWER  END  AS  AN  INTEGRAL  PART  OF  THE  SUPPORT  MAT. 
THE  RANGER  I  WAS  OWNED  BY  ATLANTIC  PACIFIC  MARINE  CORPORATION 
AND,  AT  THE  TIME  OF  ITS  COLLAPSE,  WAS  BEING  OPERATED  BY  MITCHELL 
ENERGY  CORP.  THE  RIG  COLLAPSED  WHILE  WORKING  OFF  GALVESTON  ON 
MAY  10th  1979  AND  EIGHT  INDIVIDUALS  WERE  KILLED  AS  A  RESULT. 

THE  COAST  GUARD  HAS  CONVENED  A  MARINE  BOARD  OF  INVESTIGATION 
TO  INQUIRE  INTO  THE  CASUALTY.  THE  BOARD  WILL  ATTEMPT  TO  IDENTIFY 
THE  CAUSE  OF  THE  COLLAPSE  AND  RECOMMEND  MEASURES,  IF 
APPROPRIATE,  TO  PREVENT  SIMILAR  CASUALTIES  FROM  RECURRING  IN 
THE  FUTURE.  (THIS  INQUIRY  IS  BEING  CONDUCTED  CONCURRENTLY  WITH 
THE  U.  S.  GEOLOGICAL  SURVEY.)  THE  MARINE  BOARD  HELD  HEARINGS  IN 
GALVESTON  BETWEEN  17  MAY  AND  1  JUNE  AND  THEN  ADJOURNED  TO 
ALLOW  TIME  FOR  METALURGICAL  TESTING  OF  THE  STEEL  SUPPORT  LEGS 
WHICH  WERE  SALVAGED  FROM  THE  RIG.  THE  BOARD  IS  SCHEDULED  TO 
RECONVENE  ON  AUGUST  20TH. 

INITLAL  INQUIRY  BY  THE  BOARD  SUGGESTED  THAT  THE  RANGER  I 
COLLAPSED  WHEN  THE  SINGLE  STERN  LEG  OF  THE  UNIT  FAILED  AS  A 
RESULT  OF  A  FRACTURE  ABOUT  6  INCHES  ABOVE  THE  ATTACHMENT  OF 
THE  LEG  TO  THE  SUPPORTING  MAT.  THIS  FRACTURE  APPEARED  TO  HAVE 
BEEN        INITIATED        BY        A        FATIGUE        CRACK.  IN        RESPONSE 
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TO  THIS  FINDING  THE  COAST  GUARD  ISSUED  A  SAFETY  ADVISORY  TO 
OWNERS  OF  MOBILE  OFFSHORE  DRILLING  UNITS  SIMILAR  TO  THE  RANGER  I. 
THE  NOTICE  ADVISED  THE  OWNERS  OF  THE  PROBLEM  AND  NOTED  THAT 
THEY  SHOULD  REQUIRE  NON- DESTRUCTIVE  TESTING  OF  THE  SUPPORT  LEGS 
IN  THE  AREA  OF  ATTACHMENT  TO  THE  MAT  AT  THE  NEXT  DRYDOCKING. 
WITH  YOUR  PERMISSION,  MR.  CHAIRMAN,  I  WILL  SUBMIT  A  COPY  OF  THE 
SAFETY  ADVISORY  FOR  THE  RECORD. 

THE  CAUSE  OF  THE  CRACK  IN  THE  STERN  LEG  IS  NOT  KNOWN  AT  THIS  TIME 
AND  INFORMATION  ON  THIS  POINT  WILL  BE  DEVELOPED  BY  THE  MARINE 
BOARD. 

THE  RANGER  I  WAS  NOT  REQUIRED  TO  BE  INSPECTED  FOR  CERTIFICATION 
BY  THE  COAST  GUARD,  HOWEVER,  THE  OWNERS  OF  THE  VESSEL  HAD 
REQUESTED  A  COAST  GUARD  EXAMINATION  OF  THE  UNIT  WHEN  IT  WAS  IN 
DRYDOCK  FOR  REPAIRS  PRIOR  TO  THIS  CASUALTY.  COAST  GUARD 
INSPECTORS  STARTED  THE  EXAMINATION  BUT  THE  OWNERS  THEN 
WITHDREW  THE  REQUEST,  MAINTAINING  THAT  THE  RANGER  I  WAS  A 
SELF-PROPELLED  VESSEL  AND  NOT  SUBJECT  TO  INSPECTION  FOR 
CERTIFICATION  UNDER  RULES  FOR  U.S.  FLAG  MOBILE  OFFSHORE  DRILLING 
UNITS  IN  46  CFR,  SUBCHAPTER  lA  WHICH  WERE  ISSUED  BY  THE  COAST 
GUARD  ON  DECEMBER  4,  1978. 

THE  COAST  GUARD  REGULATIONS  FOR  MOBILE  OFFSHORE  DRILLING  UNITS 
THAT  WERE  ISSUED  IN  1978  REQUIRE,  IN  CONSONANCE  WITH  EXISTING 
VESSEL  INSPECTION  STATUTES,  INSPECTION  OF  ALL  U.S.  UNITS  THAT  ARE 
SEAGOING  AND  MORE  THAN  300  GROSS  TONS  AND  MOTOR 
SELF-PROPELLED;  SEA-GOING  AND  100  OR  MORE  GROSS  TONS  AND 
NON-SELF-PROPELLED;  OR  MORE  THAN  65  FEET  IN  LENGTH  AND 
PROPELLED  BY  STEAM.     THE  RANGER  I,  AS  A  PROPULSION -ASSISTED  UNIT 
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WAS  CONSIDERED  "SELF-PROPELLED."  AS  IT  MEASURED  196.60  GROSS  TONS 
IT  WAS  NOT  SUBJECT  TO  INSPECTION  UNDER  THESE  REGULATIONS. 

THE  REGULATIONS  IN  SUBCHAPTER  lA  ARE  BASED  UPON  PROVISIONS  OF 
VESSEL  INSPECTION  LAWS  IN  TITLE  46  OF  THE  UNITED  STATES  CODE.  THE 
COAST  GUARD  IS  IN  THE  PROCESS  OF  PROPOSING  TO  EXTEND  INSPECTION 
AND  SAFETY  REQUIREMENTS  TO  ALL  U.S.  UNITS  ENGAGED  IN  ACTIVITIES  ON 
THE  OUTER  CONTINENTAL  SHELF  UNDER  THE  AUTHORITY  OF  THE  OUTER 
CONTINENTAL  SHELF  LANDS  ACT.  AS  FOREIGN  UNITS  ALSO  OPERATE  ON 
THE  OCS,  WE  WILL  ALSO  PROPOSE  COVERING  FOREIGN  UNITS;  HOWEVER, 
WITH  RESPECT  TO  FOREIGN  UNITS  WE  WOULD  ACCEPT  COMPLIANCE  WITH 
RELEVANT  NATIONAL  OR  CLASSIFICATION  SOCIETY  STANDARDS  THAT 
PROVIDE  AN  ACCEPTABLE  LEVEL  OF  SAFETY.  I  ALSO  ANTICIPATE  THAT 
THE  INTERNATIONAL  MARITIME  CONSULTATIVE  ORGANIZATION  WILL  SOON 
ADOPT  AN  INTERNATIONAL  CODE  FOR  MOBILE  OFFSHORE  DRILLING  UNITS 
THAT  FOREIGN  UNITS  OPERATING  ON  THE  U.S.  OCS  COULD  BE  REQUIRED 
TO  COMPLY  WITH.  THE  MARITIME  SAFETY  COMMITTEE  OF  IMCO  APPROVED 
THE  DRAFT  OF  THIS  CODE  AT  ITS  MOST  RECENT  MEETING  THIS  PAST  MAY, 
AND  THE  FULL  ASSEMBLY  OF  IMCO  WILL  CONSIDER  THE  DRAFT  WHEN  IT 
MEETS  THIS  FALL. 

THIS  CONCLUDES  MY  PREPARED  STATEMENT,  I  WILL  BE  PLEASED  TO 
ANSWER  ANY  QUESTIONS  YOU  MAY  HAVE. 
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Admiral  Bell.  At  this  point,  sir,  I  would  prefer  to  proceed  with 
the  questions  or  the  testimony  of  the  other  gentlemen. 

Mr.  GiNN.  Why  don't  we  hear  from  Mr.  Kash.  Would  you  like  to 
summarize  your  statement  for  the  record. 

STATEMENT  OF  MR.  KASH 

Mr.  Kash.  Yes,  thank  you,  Mr.  Chairman.  I  have  with  me  Rich- 
ard Krahl,  who  is  the  Chief  of  our  Marine  Operations  Branch.  I 
would  like  to  summarize  two  or  three  things  in  the  prepared  testi- 
mony. 

[The  information  follows:] 
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DEPARTMENT  OF  TRANSPORTATION 

MAILING  ADDRESS     r;_M  p_  TTHrS/ 

UNITED  STATES  COAST  GUARD      ^J,^":^;:^.":  .ol         '         ' 

PHONE.  202-472-5160 


•  5700 
2  8  AUG  1979 

•Honorable  John  M.  Murphy 
Chairman,  Committee  on  Merchant 

Marine  and  Fisheries 
U.  S.  House  of  Representatives 
Washington,  DC   20515 

Dear  Mr.  Chairman: 

Thank  you  for  your  letter  of  July  30, 1979.  I  have  enclosed  answers  to  the  questions 
presented  by  the  Select  Committee  on  the  Outer  Continental  Shelf  which  I  hope 
wiU  provide  the  information  you  need. 

As  I  indicated  in  my  testimony  before  the  Select  Committee  on  July  23,  1979,  a 
Marine  Board  of  Investigation  is  investigating  the  loss  of  the  RANGER  I.  I  expect 
the  Board's  report  wiU  detail  more  fully  the  circumstances  surrounding  this 
tragedy. 

Sincerely, 


HERRY  H.  BELL 

Rear  Admiral,  U.  S.  Coast  Guard 

Chief,  Office  of  Merchanl  Marine  Ssfcty 


End:    (1)  Answers  to  the  Select  Committee's  Questions 
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QUESTION  FOR  COAST  GUARD  AND  AMERICAN  BUREAU  OF  SHIPPING 

Mr.  Murphy:   Please  comment  on  the  Code  for  the  Construction  and  Equipment 
of  Mobile  Offshore  Drilling  Units  (MODU's),  recently  developed  in  IMCO  and 
to  be  considered  by  the  IMCO  Assemby  in  November.   How  will  this  affect  your 
standards  and  practices  regarding  mobile  drilling  units? 

RADM  BELL:   The  proposed  IMCO  Code  is  intended  to  provide  a  vehicle  for  the 

acceptance  of  a  foreign  flag  MODU  in  our  waters,  or  of  a  U.  S.  flag  MODU  in 

waters  of  a  foreign  country.   The  Code  does  not  preclude  a  coastal  state  from 

permitting  operations  by  MODU's  designed  to  lesser  standards  than  the  Code, 

provided  such  units  comply  with  the  safety  requirements  which  the  coastal  state 

considers  adequate.   The  Code  clearly  provides  that  a  coastal  state  maintains 

it's  rights  under  international  law;  to  impose  its  own  requirements  regarding  the 

regulation,  surveying,  and  inspection  of  units  in  the  exploration  or  exploitation 

of  natural  resources  over  those  areas  which  the  coastal  state  is  entitled  to  excercise 

sovereign  rights. 

The  proposed  MODU  Code  was  developed  concomitantly  with,  and  is  technically 

parallel  to.  Coast  Guard  regulations  on  MODU's,  located  in  Subchapter  I-A  of 

Title  46  and  published  on  December  4, 1978.   At  this  time,  the  Coast  Guard  anticipates 

that  no  new  U.  S.  standards  will  be  required  as  a  result  of  the  Code  being  adopted. 
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QUESTIONS  FOR  THE  COAST  GUARD 

1.    Mr.  Murphy:   We  understand  that  prior  to  the  accident  that  Ranger  I  was  partially 
inspected  by  the  Coast  Guard  but  that  this  was  not  required.   Please  explain  in 
detail  why  it  was  that  this  mobile  drilling  unit  was  not  required  to  be  inspected 
by  the  Coast  Guard? 

In  light  of  the  accident,  what  is  contemplated  by  the  Coast  Guard  with  regard 
to  inspection  of  this  class  or  size  mobile  drilling  unit? 

RADM  BELL:  The  Ranger  I  was  not  required  to  be  inspected  for  certification 
by  the  Coast  Guard  because  its  size  and  manner  of  propulsion  took  it  outside 
the  scope  of  existing  inspection  requirements.   Coast  Guard  regulations  for  mobile 
offshore  drilling  units  (46  CFR  Subchapter  lA)  require,  in  consonance  with  existing 
vessel  inspection  statutes,  inspection  of  all  U.  S.   units  that  are  sea-going  and 
100  or  more  gross  tons  and  non-self-propelled,  sea-going  and  more  than  300  gross 
tons  and  motor  self-propelled,  or  more  than  65  feet  in  length  and  propelled  by 
steam.   The  Ranger  I,  as  a  "propulsion-assisted"  unit,  was  considered  "self-propelled". 
Measuring  only  196.60  gross  tons,  it  fell  under  the  300  gross  ton  level  for  self- 
propelled  units  and  thus  was  not  subject  to  inspection  under  these  regulations. 

The  Coast  Guard  has  issued  a  safety  advisory  to  owners  of  units  similar  to  the 
Ranger  class  notifying  them  of  the  suspected  cause  of  the  Ranger  I  collapse  and 
suggesting  non-destructive  testing  of  the  support  legs  in  the  area  of  attachment 
to  the  mat  at  the  next  drydocking. 

The  Coast  Guard  is  also  in  the  process  of  proposing  to  extend  inspection  requirements 
to  all  domestic  and  foreign  mobile  offshore  drilling  units,  including  those  of  the 
Ranger  size  and  class,  engaged  in  activities  on  the  OCS. 
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2.    Mr.  Murphy:   In  inspecting  a  mobile  drilling  unit,  what  aspects  of  the  unit 
does  the  Coast  Guard  examine  as  opposed  to  the  items  that  the  U.  S.  Geological 
Survey  examines? 

How  do  the  Coast  Guard  and  the  USGS  coordinate  their  inspection  efforts? 

RADM  BELL:   Coast  Guard  inspection  of  mobile  offshore  drilling  units  (MODU) 
follows  the  technical  areas  of  responsbility  outlined  in  the  Memorandum  of 
Understanding  between  the  U.  S.  Coast  Guard  and  U.  S.  Geological  Survey  effective 
11  April  1977.  The  Coast  Guard  inspections  include  the  hull  structure,  watertight 
integrity,  structural  arrangements  including  structural  fire  protection,  emergency 
systems  including  fire  protection  and  lifesaving  equipment,  emergency  procedures 
including  conduct  of  fire  and  abandon  unit  drills,  mechancial  and  electrical  equipment 
including  propulsion  and  industrial  systems,  proper  welding  procedures  effecting 
structural  integrity  or  installed  equipment,  navigation  and  obstruction  lights, 
cranes,  handling  of  dangerous  materials,  and  pollution  prevention  measures  for 
sources  not  associated  with  drilling  operations  including  domestic  waste,  fuel 
and  hazardous  substances. 

U.  S.  Geological  Survey  inspections  include  the  drilling  equipment,  drilling  safety 
systems  and  other  well-control  equipment,  pollution  prevention  measurers  associated 
with  the  drilling  operation  and  the  conduct  of  drilling  operations  and  procedures. 
In  October  1978,  the  Coast  Guard  began  an  indoctrination  school  for  OCS  inspectors 
which  includes  training  in  the  responsibilities  of  each  agency.   This  will  help  avoid 
duplication  of  effort.   Each  agency  conducts  inspections  to  ensure  compliance 
within  its  area  of  responsibility,  as  established  by  the  MOU.   Either  agency  may 
request  assistance  from  the  other  and  establish  field  working  agreements  to  accomodate 
the  procedures  used  by  each  agency. 
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3.    Mr.  ?vlurphy:   As  of  January  1978  there  were  approximately  2,300  fixed  structures, 
120  Mobile  Offshore  Drilling  Units,  75  diving  systems,  and  1,200  support  vessels 
engaged  in  operations  on  the  U.  S.  OCS.   About  how  many  of  these  vessels  or 
facilities  does  the  coast  Guard  inspect  on  an  annual  basis? 

RADM  BELL:   The  question  is  best  answered  by  addressing  each  category  as  follows: 

Mobile  Offshore  Drilling  Units  (MODUs): 

Approximately  24  U.  S.  Flag  semi-submersible  and  drill  ship  units,  presently  located 

on  the  OCS  of  the  United  States,  are  inspected  annually  and  maintain  a  Certificate 

of  Inspection.   New  regulations  for  MODUs  published  in  December  1978  provide 

for  more  comprehensive  inspections. 

Existing  jackups  and  submersibile  units  now  in  service  have  not  been  inspected 

as  yet.   However,  under  the  new  MODU  regulations  effective  in  January  1979, 

the  Coast  Guard  is  in  the  process  of  reviewing  applications  for  inspection  and 

certification  of  65  of  these  units  located  in  United  States  OCS  waters. 

Five  Jack-up  units  under  construction  are  being  inspected.  Two  jackup  units, 

recently  completed  construction  under  Coast  Guard  inspection,  were  issued  Certificates 

of  Inspections. 

Support  Vessels; 

A  recent  survey  has  established  that  there  are  approximately  2,850  support  vessels 

(including  crew  boats,  supply  boats,  utility  boats  and  towing  vessels)  engaged 

in  OCS  operations.   Approximately  50%  are  inspected  under  various  vessel  statutes. 

Of  the  remaining  uninspected  vessels,  it  is  the  Coast  Guard  policy,  resources 

permitting,  to  board  them  annually  and  check  for  safety  requirements  under  the 

Boating  Safety  Act  and  the  Motor  Boat  Act. 

Diving  Systems: 

As  of  31  July  1979,  the  Coast  Guard  has  made  four  complete  inspections  of  diving 

systems  and  37  inspections  of  components  which  involve  pressure  vessels  for 

human  occupancy  (PVHO). 

Fixed  Structures: 

With  its  present  resources,  the  Coast  Guard  expects  to  annually  inspect  fifty 

percent  of  the  fixed  platforms  on  the  OCS. 
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4.    Mr.  Murphy:   According  to  information  provided  by  the  Coast  Guard  in  FY 
1977,  only  80  of  2,400  OCS  facilities  were  inspected  by  the  Coast  Guard  due  to 
resource  limitations.   In  addition,  CAPT  SHUBERT  indicated  in  our  December 
oversight  hearings  that  "it  would  be  very  difficult  to  fully  implement  certain 
requirements  of  the  (OCS)  Act,  specifically  in  the  area  of  investigations  and 
inspection."   Please  bring  the  Committee  up  to  date  on  the  efforts  of  the  Coast 
Guard  to  increase  their  inspection  manpower. 

RADM  BELL:   Because  of  the  increased  activity  on  the  OCS  prior  to  passage 

of  the  OCS  Lands  Act  Amendments  of  1978,  the  Coast  Guard  received  through 

the  budgetary  process,  34  OCS  inspector  billets  over  FY  78  and  FY  79.   The  Commandant, 

in  his  letter.of  2  April  1979  to  Chairman  Murphy  outlined  a  three  year  (FY  80, 

81  and  82)  phase-in  of  the  additional  resources  required  to  fuUy  implement  the 

legislation.   The  first  year  of  the  phase-in,  FY  1980,  includes  a  request  for  46 

additional  billets  for  OCS  inspectors  and  investigators. 
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5.    Mr.  Murphy:   How  would  you  describe  the  relationship  between  the  Coast 
Guard  and  the  USGS  in  implementing  the  OCS  Act?   In  December  it  was  indicated 
that  the  USGS  and  the  Coast  Guard  were  conducting  intensive  discussions  that 
would  eventually  lead  to  updating  existing  memoranda  of  understanding  and  the 
issuance  of  new  ones. 

What  is  the  status  of  this  effort— what  will  the  new  MOU's  cover  and  when  will 
they  be  finanlized? 

RADM  BELL:   The  Coast  Guard  and  Geological  Survey  enjoy  an  excellent  working 

relationship  in  implementing  the  OCS  Act.   The  scope  and  intensity  required 

now  to  fully  develop  our  respective  programs  is  built  on  a  solid  relationship  which 

has  matured  through  recent  years.   To  enhance  our  efforts,  a  standing  coordinating 

committee,  established  in  November  1977,  has  been  expanded  to  encompass  all 

aspects  of  mutual  concern  on  the  OCS.   A  copy  of  the  letters  officially  establishing 

the  present  coordinating  committee  is  attached. 

One  of  the  major  objectives  of  the  coordinating  committee  is  to  develop  a  comprehensive 

MOU  between  our  agencies  on  the  OCS.   We  hope  to  achieve  this  by  the  second 

quarter  of  fiscal  year  1980.   In  the  meantime  many  other  ongoing  technical  efforts 

include: 

a.  Developing  a  three  way  MOU  between  USCG,  USGS  and  EPA  concerning 
enforcement  of  environmental  requirements. 

b.  Coordinating  21(a)  Studies. 

c.  Coordinating  21(b)  Best  Available  and  Safest  Technology  implementation. 

d.  Coordinating  technical  interests  and  administrative  procedures  with  respect 
to  new  regulation  development. 

e.  Coordinating  administration  of  field  inspection  programs. 

f.  Coordinating  major  casualty  investigation  efforts. 

g.  Continuing  cooperation  involving  administrative  activities  at  the  supervisory 
and  staff  levels. 

The  new.  MOU  will  provide  for  continued  administrative  coordination  including 
program  implementation  and  regulation  development.   This  will  be  enhanced 
by  establishing  permanent  liaison  personnel  with  each  agency.   Also,  it  will  cover 
the  coordination  and  cooperation  of  carrying  out  respective  responsibilities  in 
the  enforcement  program. 
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Attachments  to  Question  5 


(G-liP-3/OCS) 
202-472-5160 


5050/USOS 

a  e ;..; .  ;   . 

Dr.  U.  WQliam  Menard 
Director,  U.  S.  Geolo^eal  Suryey 
National  Center,  MaU  Stop  600 
12201  Sunrise  Valley  Drive 
Reston,  VA  22002 

Dear  Dr.  Menard: 

As  you  know,  officials  from  the  CoMt  Guard  and  Geological  Survey  have  been 
meetJnpc  Informally  to  coordinate  implementstion  of  the  1978  OCS  Lands  Act 
AmendmenU  as  they  affect  the  Coast  Guard  and  Geological  Survey. 

Much  has  been  accomplished  to  date;  however,  Issues  concerning  agency  policy 
are  arising  more  frequently, and  a  more  formal  means  of  ensurLng  coordination 
appears  desirable.  TTierefore  I  propose  that  we  establish  an  Interagency  committee 
for  this  purpose,  similar  to  the  one  established  in  cair  Vjemorandum  of  Dnderstanding 
of  April  1977  for  mobile  offshore  drlllinjr  units.  To  prevent  confusion,  this  new 
working  group  should  also  assume  all  responsibilities  of  the  Mobile  Offshore  Drilling 
Unit  Committee. 

I  have  designated  Rear  Admiral  Henry  IL  BELL,  Chief,  Office  of  fJerchant  Marine 
Safety,  as  the  Coast  Guard  official  responsible  for  coordinating  implementation 
of  these  Amradments  vdth  the  Geological  Survey,  and  he  would  be  the  senior 
Coast  Gaerd  representative  on  the  proposed  interagency  committee.  The  Acting 
Chief,  Office  of  Marine  Environment  and  Systems,  Captain  Frederick  P.  SCHUBEKT, 
will  provide  whatever  additional  support  is  necessary  with  respect  to  matters 
affecting  marine  environmental  protection.  Rear  Admiral  BELL  »7lll  designate 
Coast  Guard  staff  persoymel  to  work  as  necessary  on  the  committee  and  he  has 
Indicated  the  primary  representatives  would  be: 

Commander  Peter  J.  CRONK,  Manager  of  the  OCS  Safety  Project 
Lieutenant  Commander  Edward  A.  UARMES,  Merchant  Vessel  Inspection  Division 
Lieutenant  lilehard  K.  COOL,  Merchant  Marine  Technical  Division 
Lieutenant  Clyde  M.  UENKEL,  Marine  Environmental  Protection  E>ivlslon 

I  am  confident  that  establishment  of  sach  interagency  committee  will  ensure 

our  Individual  and  Joint  efforts  are  fuUy  coordinated,  and  that  any  policy  questions 

that  arl«€  are  quickly  and  fairly  resolved. 

Sincerely, 

Vi:2AJ=    ■     '■■'■■■     "  '■'' 


V 

N 
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Attachments   to  Question  5 


United  States  Department  of  the  Interior 


GEOLOGICAL  SURVEY 
RESTON,  VA.  22092 


In  Reply  Refer  To: 

EGS-223827 

Mail  Stop  620 


*^  .  1  T  t,  n  n  JUN  2  0  1979 

Admiral  John  B.  Hayes 

Commandant 

U.S.  Coast  Guard 

Washington,  D.C.   20590 

Dear  Admiral  Hayes: 

The  memorandum  of  May  16,  1979,  from  Admiral  Scarborough  reminded 
us  of  the  necessity  for  updating  the  documentation  naming  Agency 
representatives  to  work  together  toward  implementation  of  the 
Outer  Continental  Shelf  (OCS)  Lands  Act  Amendments  of  1978  and 
in  the  other  interfaces  resulting  from  our  OCS  regulatory  roles. 
I  believe  that  much  has  been  done  in  the  coordination  of  our 
Agencies'  responsibilities  as  they  are  reflected  in  OCS  activities. 
However,  personnel  changes  in  the  USGS  resulted  in  the  committees 
and  contact  points  named  in  our  November  17,  1977,  letter  to  be 
outdated.   I  also  agree  that  an  interagency  committee  should  be 
named  that  will  replace  the  Mobile  Offshore  Drilling  Unit  Committee. 

The  primary  responsibility  for  implementing  the  OCS  Lands  Act  Amendments 
and  for  regulating  OCS  activities  rests  with  Dr.  Don  E.  Kash,  Chief, 
Conservation  Division.   He,  or  Hillary  A.  Oden,  Associate  Chief, 
Conservation  Division,  will  provide  representation  for  the  U.S. 
Geological  Survey  management  as  appropriate.  Dr.  Kash  has  designated 
the  following  co^act  as  primary  representatives  of  the  interagency 
committee: 


Richard  B.  Krahl 


Gerald  D.  Rhodes 


Chief,  Branch  of  Marine  Oil 
and  Gas  Operations  (BOMOGO) 

Senior  Staff  Advisor  (BOMOGO) 


Elmer  P.  Danenberger  Chief,  Technical  Advisory 

Section,  BOMOGO 


Ronald  Prehoda 


Operations  Section,  BOMOGO 


One  Hundred  Years  of  Earth  Science  in  the  Public  Service 
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Attachments  to  Question  5 


Other  individuals  will  be  designated  as  necessary  to  provide  a 
particular  expertise  or  discipline  to  the  committee  activities. 
I  am  hopeful  that  the  splendid  cooperation  and  coordination 
that  have  been  evident  during  the  past  year  will  continue  and 
be  enhanced  as  a  result  of  this  committee's  attention. 


Sincerely  yours. 


0 

Aoting  Director 


r"''/ 
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6.   Mr.  Murphy:   One  focus  of  the  Marine  Board  investigation  of  the  Ranger  I 
accident  is  the  personnel  training  and  qualifications  of  the  rig  workers.   In  this 
regard,  I  understand  that  the  Coast  Guard  has  contracted  the  service  of  an  independent 
research  firm  to  conduct  a  survey,  and  an  analysis  of  industrial/marine  mobile 
offshore  drilling  unit  personnel  training  and  qualification  requirements.   Which 
firm  was  contracted,  what  is  the  status  of  their  analysis,  and  what  is  the  status 
of  the  development  of  Coast  Guard  regulations  in  this  regard? 

RADM  BELL:   ORI,  Inc.,  1400  Spring  Street,  Silver  Spring,  MD  20910  was  contracted 

to  conduct  a  study  entitled,  "Functional  Job  Analysis  of  Mobile  Offshore  Drilling 

Unit  Operations".    It  has  been  completed  and  a  final  report  issued.   The  study 

was  designed  to  ensure  that  personnel  who  work  aboard  mobile  offshore  drilling 

units  (MODUs)  are  suitably  trained  and  experienced  for  the  marine-related  functions 

in  MODU  operations.   Existing  licensing  and  certificating  regulations  (46  CFR 

Parts  10  and  12)  address  this  subject.   Proposed  regulations  to  accommodate  limited 

experience  and  service  on  board  MODUs  were  drafted.   However,  development 

was  postponed  awaiting  the  results  of  the  study  and  the  Intergovernmental  Maritime 

Consultative  Organization  (IMCO)  Subcommittee  on  Training  and  Qualifications 

of  Crews  Serving  on  Mobile  Offshore  Units.   Development  of  these  regulations 

is  presently  being  conducted.   I  expect  that  a  Notice  of  Proposed  Rulemaking 

will  be  published  during  the  early  part  of  1980. 


7.    Mr.  Murphy:    During  the  consideration  of  the  OCS  Act,  it  was  suggested  that 
a  requirement  for  third  party  underwater  inspections  of  OCS  platforms  be  written 
into  the  Act.    What  are  your  views  on  the  need  for  and  feasibility  of  such  a  proposal? 

RADM  BELL:   I  understand  that  U.  S.  Geological  Survey  has  been  reviewing  proposals 

for  third  party  underwater  inspections  of  OCS  platforms  which  would  be  performed 

as  part  of  their  Platform  Verification  Program.   The  OCS  Lands  Act  provides 

sufficient  authority  for  these  inspections. 
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S.    Mr.  Murphy:    We  understand  that  Hanger  I  collapsed  due  to  the  failure  of  the 
stern  leg,  and  that  the  Coast  Guard  had  made  a  visual  inspection  of  the  leg. 
What  methods  does  the  Coast  Guard  normally  employ  to  inspect  the  legs  of  jack- 
up  rigs,  and,  in  light  of  the  accident,  what  additional  inspection  methods  could 
be  undertaken  in  an  effort  to  prevent  future  accidents? 

RADM  BELL:   The  normal  method  of  inspection  for  legs  of  jack-up  rigs  is  to 

have  tlie  legs  cleaned,  conduct  a  detailed  visual  inspection  and  conduct  random 

test  hammer  sounding  of  the  leg.   If,  as  a  result  of  the  inspection,  an  area  or 

areas  are  suspected  of  being  unsatisfactory,  appropriate  additional  inspection 

procedures  are  employed,  i.e.,  nondestructive  testing.   As  a  result  of  the  RANGER 

1  casualty,  all  Coast  Guard  Marine  Inspection  and  Marine  Safety  Offices  were 

advised  to  give  special  attention  when  inspecting  the  support  legs  of  jack-up 

riprs. 
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9.    Mr.  Murphy:   Section  21(a)  of  the  OCS  Act  requires  the  Interior  Department 
and  the  Coast  Guard,  in  consultation  with  other  appropriate  departments  and 
agencies,  to  promptly  commence  a  joint  study  of  existing  safety  and  health  regulations, 
technology,  equipment  and  techniques  regarding  OCS  activities. 

a.  What  is  the  current  status  of  that  study? 

b.  Which  agencies  and  departments  have  been  consulted  regarding  that  study? 

c.  What  is  the  timetable  for  the  conducting  of  that  study? 

RADiM  BELL:   The  U.  S.  Geological  Survey  is  negotiating  a  contract  v/ith  the 
Marine  Board  of  the  National  Academy  of  Engineering  to  prepare  a  plan  for  the 
Sec.  21(a)  study.   The  Coast  Guard  will  conduct  the  study  with  USGS  and  the  Marine 
Board.   In  the  meantime,  much  data  has  been  collected  which  will  be  utilized 
in  the  study. 

Close  coordination  is  being  maintained  with  the  USGS  and  information  has  been 
obtained  from  the  following  agencies: 

Bureau  of  Land  Management. 

Bureau  of  Labor  Statistics. 

Occupational  Safety  and  Health  Administration. 

State  OSHA  for  Texas,  Wyoming,  and  Michigan. 

Department  of  Defense. 

Department  of  Energy. 

National  Institute  for  Occupational  Safety  and  Health. 

Environmental  Protection  Agency. 

The  Marine  Board  study  contract  is  scheduled  to  begin  in  October  1979  and  to 
be  completed  in  18  months.   The  final  report  will  form  the  basis  for  a  joint  USGS 
and  USCG  report  to  the  President. 
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10.    Mr.  Murphy:   Section  21(b)  of  the  OCS  Act  provides  that  the  Department 
of  the  Interior  and  Coast  Guard  shall  require  the  use  of  the  best  available  and 
safest  technologies  for  OCS  activities.   What  is  the  status  of  your  involvement 
in  this  effort? 

RADM  BELL:   In  many  respects,  the  Coast  Guard's  commercial  vessel  safety 
program  incorporates  principles  of  Best  Available  and  Safest  Technology  (BAST). 
We  have  supported  USGS's  project  which  in  effect  used  BAST  principles  in  the 
development  of  standards  for  safety  devices.   The  Coast  Guard  is  developing 
an  administrative  process  to  implement  BAST  in  our  areas  of  responsibility. 
We  will  consider  the  Marine  Board  of  the  National  Academy  of  Engineering  recom- 
mendations when  it  completes  development  of  BAST  proposals  under  its  contract 
with  the  U.  S.  Geological  Survey.   The  Coast  Guard  has  been  consulting  with 
both  the  USGS  and  the  Marine  Board. 
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11.    Mr.  ?vlurphy:   Section  21(c)  of  the  OCS  Act  requires  the  Coast  Guard  to  promulgate 
regulations  or  standards  applying  to  unregulated  hazardous  working  conditions 
for  OCS  activities  when  necessary.   What  actions  has  the  Coast  Guard  taken 
to  implement  this  provision? 

How  has  the  Coast  Guard  consulted  with  OSHA  and  other  agencies  in  carrying 
out  this  provision? 

What  is  the  Status  of  the  final  MOU  that  the  Coast  Guard  is  working  out  with 
OSHA? 

RADIVI  BELL:   The  Coast  Guard  is  surveying  available  casualty  and  injury  data 

and  conducting  field  inspections  to  identify  unregulated  hazardous  working  conditions 

on  the  OCS.   An  Advance  Notice  of  Proposed  Rulemaking  soliciting  public  comment 

on  this  topic  wiU  be  published  in  the  near  future. 

The  U.  S.  Geological  Survey  and  OSHA  have  been  advised  of  the  Coast  Guard's 
intentions  in  this  regard  and  both  agencies  will  be  provided  copies  of  this  advance 
notice  and  asked  to  comment  prior  to  issuance  of  any  proposed  regulations. 

Mr.  Basil  Whiting  of  OSHA  and  I  have  met  and  reviewed  the  draft  MOU  which 
is  being  submitted  to  the  Commandant  of  the  Coast  Guard  and  Dr.  Bingham  of 
OSHA. 


12.  Mr.  Murphy:  What  is  the  status  of  the  promulgation  of  regulations  to  implement 
Section  22(c)  of  the  OCS  Act,  which  provides  for  onsite  inspections  of  OCS  facilities 
at  least  once  a  year  and  for  periodic  surprise  inspections? 

RADM  BELL:   The  Coast  Guard  has  already  significantly  increased  its  program 

of  scheduled  and  unannounced  inspections  of  OCS  facilities  under  existing  authority 

to  the  extent  present  resources  allow.    Regulations  providing  for  the  inspections 

required  by  Section  22(c)  will  be  included  in  general  amendments  to  33  CFR  Subchapter 

N  which  will  be  published  as  a  NPRM  by  the  Coast  Guard  in  the  near  future. 


229 


13.    Mr.  Murphy:   What  investigations  have  the  Coast  Guard  conducted  on  deaths 
or  serious  injuries  sustained  during  OCS  activities  pursuant  to  Section  22(d)  of 
the  OCS  Act? 

RADM  BELL:   Since  October  1,  1978,  35  deaths  which  occurred  on  the  OCS  have 

been  reported  to  the  Coast  Guard;  all  are  the  subject  of  Coast  Guard  investigations. 

Injuries  are  correlated  on  an  annual  basis,  therefore  this  information  is  not  readily 

available  without  extensive  review  of  files.   The  following  is  a  breakdown  of  the 

deaths  on  OCS  facilities:* 

Number:  35 

Falls  Overboard:  2 

Equipment  Failure:  8 

Carelessness/Unsafe  Practice 

in  Cargo  or  Equipment  Handling 

Operations:  4 

Electrocution:  0 

Natural:  0 

Fire/Explosion:  9 

Rig  Collapse:  10 

Unsafe  Conditions:  2 

TOTAL;  35 

*No  diving  related  deaths  were  reported. 

Sixteen  of  these  35  deaths  were  the  result  of  two  incidents: 
The  first  involved  a  blowout  on  March  5,  1979  aboard  a  Placid  Oil  Platform  in 
the  Gulf  with  the  loss  of  8  lives.   The  Coast  Guard  convened  a  one  man  formal 
investigation  of  the  incident  which  is  being  conducted  jointly  with  USGS. 

The  second  major  casualty  was  the  collapse  of  the  Ranger  I  on  April  10  with  the 
loss  of  8  lives.   In  this  instance  the  Coast  Guard  convened  a  formal  marine  board 
of  investigation,  again  in  conjunction  with  USGS. 
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14.    Mr.  Murphy:   Has  the  Coast  Guard  reviewed  any  allegations  of  safety  violations 
pursuant  to  the  OCS  Act?    If  so,  how  many  and  what  steps  did  you  take  based 
on  those  allegations? 

RADM  BELL:   Yes,  one  allegation  involving  the  mobile  offshore  drilling  unit 

OCEAN  MERCURY  was  received.   Coast  Guard  personnel  investigated  the  allegation 

and  issued  remedial  corrective  actions  to  the  owners.   The  owners  have  accomplished 

satisfactory  corrective  action. 


15.    Mr.' Murphy:   Is  the  Coast  Guard  convinced  that  all  accidents  on  the  OCS 
are  reported  as  required? 

RADM  BELL:    Not  all  casualties  on  the  OCS  are  being  reported  to  the  Coast 

Guard  in  a  timely  manner  as  required  by  33  CFR  146.01-20.   No  figures  are  available 

as  to  the  number  of  reportable  casualties  occurring  versus  the  number  reported. 

It  is  the  opinion  of  our  field  offices  in  the  Gulf  area  that  the  problem  lies  in  a 

lack  of  awareness  of  the  requirement  in  33  CFR  146.01-20  by  industry  personnel 

responsible  for  reporting.    Recent  increased  Coast  Guard  presence  on  the  OCS 

has  increased  awareness.  Serious  casualties,  however,  are  apparently  being  reported 

in  a  timely  manner.    Many  of  the  casualties  not  reported  are  brought  to  the  attention 

of  the  Coast  Guard  from  various  other  means,  such  as  attorneys  representing 

injured  or  deceased  workers  or  discovery  by  Coast  Guard  personnel  conducting 

other  functions  on  the  OCS.   (NOTE:   Opinions  received  from  our  field  personnel 

also  indicate  the  problem  is  no  more  serious  than  problems  the  Coast  Guard  has 

experienced  in  the  past  with  vessel  operators  failing  to  report  marine  casualties.) 

A  new  awareness  will  probably  occur  on  the  OCS  once  new  Coast  Guard  regulations 

are  issued  and  distributed  for  operations  on  the  OCS. 
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Mr.  Kash.  The  Geological  Survey  did  have  inspectors  on  Ranger 
One  on  May  9,  1979.  These  were  people  from  the  Freeport  district 
of  the  Geological  Survey.  The  Mitchell  Energy  Offshore  Corp.  had 
received  approval  to  drill  a  well  but  drilling  had  not  commenced 
when  the  inspectors  arrived  on  the  rig.  The  operators  of  the  rig 
were  having  difficulty  getting  the  equipment  in  place.  They  were 
waiting  for  heavier  jacks.  The  previous  testimony  indicated  that 
there  had  been  some  difficulty  in  moving  the  rig  over  the  well. 

Since  the  rig  was  not  in  the  drilling  mode,  the  inspectors  did  not 
go  through  their  regular  inspection  process,  but  did  do  a  walk- 
through inspection. 

Our  testimony  has  attached  to  it  some  appendices  which  indicate 
inspection  procedures  followed  by  the  Geological  Survey.  Normally 
we  try  to  inspect  at  the  beginning  of  a  drilling  operation,  and  again 
during  the  drilling  operation. 

I  might  say  just  a  couple  of  things  about  our  relationship  with 
the  Coast  Guard.  We  have  very  good  working  relations  with  the 
Coast  Guard,  and  they  go  back  a  long  time.  There  is  both  formal 
and  a  great  deal  of  informal  communication  and  cooperation  be- 
tween the  two  organizations.  We  have  a  memorandum  of  under- 
standing which  seeks  to  divide  and  establish  efficient  responsibil- 
ities between  the  Coast  Guard  and  the  Geological  Survey. 

I  might  just  underline  it  by  saying  that  of  all  the  organizations 
that  we  cooperate  with.  Admiral  Bell's  and  ours  work  very 
smoothly. 

The  testimony  indicates  generally  the  responsibilities  of  the 
Coast  Guard  vis-a-vis  the  Geological  Survey,  and  I  won't  run 
through  those  other  than  to  note  that  they  are  in  here.  We  are  in 
fact  working  closely  with  the  Coast  Guard  at  the  present  time,  in 
seeking  to  implement  the  OCS  amendments,  and  in  carrying  out 
the  various  requirements  of  that  legislation.  With  that  I  would  be 
happy  to  answer  questions,  Mr.  Chairman. 

Mr.  GiNN.  Thank  you,  Mr.  Kash. 

Admiral,  it  is  our  understanding  that,  prior  to  the  accident. 
Ranger  One  was  partially  inspected  by  the  Coast  Guard,  but  that 
this  was  not  required.  Please  explain  in  detail  why  it  was  that  this 
mobile  drilling  unit  was  not  required  to  be  inspected  by  the  Coast 
Guard. 

Admiral  Bell.  Sir,  as  I  believe  the  tesitmony  indicated  pre- 
viously, the  owners  or  operators  of  Ranger  One  had  applied  for  an 
inspection  for  the  end  purpose  of  obtaining  a  certificate  of  inspec- 
tion, and  our  office  in  Mobile,  as  so  stated,  did  undertake  it.  During 
the  process  of  inspection,  the  Coast  Guad  started  to  address  some 
items,  and  in  particular  from  the  information  I  have  technical 
stability  items  in  respect  to  the  unit  when  afloat,  and  at  this  point 
the  owners,  representatives  of  the  owners,  asserted  that  since  the 
rig  had  on  board  engines  capable  of  actually  navigating  the  vessel, 
although  at  a  slow  speed,  that  they  were  not  required  to  be  inspect- 
ed, did  not  require  a  certificate,  and  withdrew  their  request  for 
certification. 

At  this  point  we  did  cease  our  efforts  toward  the  inspection  for 
certification,  and  left  with  the  owner  the  deficiency  list  that  we 
had  up  to  that  time  developed. 
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The  reason  for  this  is,  sir,  that  we  were  operating,  and  I  think 
the  Coast  Guard  has  said  this  before,  with  a  maze  of  laws  that  are 
not  necessarily  applicable  to  the  world  as  it  exists  today,  but  we 
are  constrained  by  them.  Basically  that  is  the  Seagoing  Barge  Act, 
which  I  think  reference  has  been  made  to  before  (46  U.S.C.  395), 
this  addresses  non-self-propelled  seagoing  vessels  of  100  gross  tons 
or  more,  which  this  rig  obviously  fell  into. 

At  the  same  time,  we  have  section  367  of  title  46,  United  States 
Code,  which  addresses  self-propelled  motor  vessels  of  300  gross  ton 
or  more,  under  which  this  vessel  does  not  fall,  so  the  assertion  that 
the  vessel  was  self-propelled  would  leave  it  outside  our  require- 
ments for  a  certificate  of  inspection  to  be  on  board  when  it  was 
being  navigated. 

Mr.  GiNN.  Admiral,  in  light  of  the  accident,  what  is  contemplat- 
ed by  the  Coast  Guard  with  regard  to  the  inspection  of  this  class  or 
size  mobile  drilling  unit  in  the  future? 

Admiral  Bell.  Pragmatically,  sir,  we  put  out,  and  my  testimony 
addresses  it,  a  safety  advisory  notice  to  all  owners  of  this  type  rig 
regarding  the  suspected  faults  of  the  failure.  We  still  do  not  be- 
lieve, sir,  that  we  have  authority  to  require  certificates  of  inspec- 
tion to  be  on  board  those  self-propelled  units  that  are  less  than  300 
gross  ton  when  they  are  navigating.  When  they  are  on  the  OCS, 
there  is  no  question,  sir,  under  the  OCS  Lands  Act  amendment  we 
have  authority  to  go  on  board  and  inspect  for  safety,  health,  haz- 
ardous conditions  on  board,  in  accordance  with  the  memorandum 
of  understanding  we  have  developed  with  GS  in  the  regulations 
that  we  will  promulgate,  but  we  do  not  feel  that  under  existing  law 
that  the  OCS  Lands  Act  amendment  changes  the  Seagoing  Barge 
Act  and  the  Motor  Vessel  Act,  the  Seagoing  Motor  Vessel  Act,  that 
addressed  the  question  of  certificates  of  inspection  for  those  vessels 
when  being  navigated,  sir. 

Mr.  GiNN.  I  would  like  for  you  and  Mr.  Kash  both  if  you  will, 
Admiral,  to  answer  this  next  question.  In  inspecting  a  mobile  drill- 
ing unit,  what  aspects  of  the  unit  does  the  Coast  Guard  examine  as 
opposed  to  the  items  that  the  U.S.  Geological  Survey  examines? 

Mr.  Kash.  In  my  testimony,  Mr.  Chairman,  we  break  this  out 
under  the  MOU.  The  Coast  Guard  has  responsibility  for  the  struc- 
tural integrity  of  the  unit,  construction  and  arrangement  including 
structural  fire  protection,  stability,  emergency  systems,  including 
fire  protection  and  lifesaving,  mechanical  and  electrical  standards 
for  machinery  installations,  including  propulsion  systems  and  in- 
dustrial systems,  standards  for  arc  acetyline  welding  or  cutting 
operations  affecting  the  structural  integrity  of  the  installed  equip- 
ment, provisions  for  navigation,  lights,  other  signals,  pollution  pre- 
vention measures  for  sources  not  associated  with  drilling  oper- 
ations, crane  standards,  measures  for  the  transfer,  storage,  and 
handling  of  explosives  and  other  dangerous  articles.  These  are  the 
Coast  Guard's  responsibility. 

USGS  responsibilities  are  for  drilling  equipment  and  operational 
procedures,  the  effects  of  oceanographical,  meteorological,  geologi- 
cal, geophysical  conditions,  essentially  the  stability  of  the  ocean 
bottom,  pollution  prevention  measures  associated  with  drilling  op- 
erations, proper  control  of  welding  or  cutting  while  in  the  drilling 
mode,  conduct  of  drilling  operations  which  are  to  be  performed  by 
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the  crew,  critical  operations,  curtailment  plan.  Basically  we  look 
after  the  oil  drilling  operations,  and  the  Coast  Guard  looks  after 
the  rig  and  the  structure. 

Mr.  GiNN.  Do  you  have  any  additional  comments  or  does  that 
pretty  well  size  it  up,  Admiral? 

Admiral  Bell.  That  very  accurately  sizes  up  the  memorandum  of 
understanding  we  have  other  than  to  say  we  inspect  and  casually 
review  all  of  our  activities  that  follow  that  same  line  of  demarca- 
tion, one  associated  with  the  unit  itself  which  the  Cosat  Guard  has, 
one  with  the  operation  of  the  unit,  which  is  the  drilling,  which 
Geological  Survey  handles. 

Mr.  GiNN.  Mr.  Kash  touched,  in  his  opening  statement,  on  the 
next  question  I  have,  but  I  would  like  to  expand  on  it  a  moment. 
How  would  you  describe,  Admiral,  the  relationship  between  the 
Coast  Guard  and  the  USGS  in  implementing  the  OCS  Act?  In 
December  it  was  indicated  that  USGS  and  the  Coast  Guard  were 
conducting  extensive  discussions  that  would  eventually  lead  to  up- 
dating existing  memoranda  of  understanding  and  the  issuance  of 
new  ones.  Would  you  please  describe  your  relationship,  and  also 
comment  on  the  status  of  this  effort  of  updating  the  existing 
memorandums  of  understanding? 

Admiral  Bell.  Sir,  I  wholeheartedly  endorse  Mr.  Kash's  state- 
ment. I  think  we  have  an  excellent  working  relationship.  There  is 
constant  liaison  between  us. 

Mr.  GiNN.  Is  that  just  between  you  two,  or  does  that  go  down 
through  the  ranks? 

Admiral  Bell.  As  a  matter  of  fact,  we  do  not  get  together  too 
often.  It  is  the  two  gentlemen  on  the  outboard  side  of  the  table 
here. 

Mr.  GiNN.  I  am  glad  we  could  get  you  all  together. 

Admiral  Bell.  No,  sir,  it  is  with  the  staff.  It  is  not  just  a  question 
of  the  two  of  us  agreeing  and  our  staffs  having  problems.  In  fact, 
the  relationship  between  the  staffs  is  excellent.  Sir,  we  don't  see  a 
conflict  in  the  way  we  have  developed  the  regulations.  We  each 
have  a  particular  set  of  expertise.  We  feel  comfortable  of  applying 
within  the  limits  of  the  legislative  and  the  regulatory  authority  we 
have.  We  are  working  on,  jointly,  a  revision  to  the  MOU,  not 
because  we  found  the  MOU  is  deficient  in  any  way,  but  as  we 
develop  further  the  OCS  Lands  Act  amendments,  and  the  parts 
thereto,  there  are  additions  that  are  going  to  have  to  be  made,  and 
these  are  being  developed. 

I  do  not  think  they  are  in  any  way,  from  our  point  of  view,  they 
are  not  holding  up  anything  we  are  doing.  We  have  a  very  good 
working  relationship.  We  have  a  very  good  basis  for  it  on  the 
memorandum  of  understanding,  and  I  don't  believe  that  the  fact 
we  have  two  agencies  with  somewhat  of  split  responsibilities  on  the 
same  drilling  unit  in  any  way  has  hindered  either  of  our  efforts  to 
enhance  safety. 

Mr.  GiNN.  Good  to  know  that  your  MOU  is  working  better  than 
the  President's  meow. 

Mr.  Livingston,  do  you  have  questions? 

Mr.  Livingston.  Yes,  thank  you,  Mr.  Chairman.  First,  Mr.  Chair- 
man, I  would  like  to  ask  that  all  of  these  gentlemen  produce  for 
the  record,  for  the  completion  of  our  record,  any  memoranda  of 
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understanding  that  they  may  have  with  each  other  or  any  other 
agencies  in  deaUng  with  the  Outer  Continental  Shelf. 

Mr.  GiNN.  Without  objection  it  is  so  ordered. 

Mr.  Livingston.  And  also,  Admiral,  as  of  January  1978  my  infor- 
mation leads  me  to  believe  that  there  are  roughly  2,300  fixed 
structures,  120  mobile  offshore  drilling  units  and  75  diving  systems 
as  well  as  1,200  support  vessels  engaged  in  operations  on  the  U.S. 
Outer  Continental  Shelf.  That  is  a  lot  of  vessels  and  a  lot  of 
structures,  and  my  question  is,  about  how  many  of  these  vessels  or 
facilities  does  the  Coast  Guard  inspect  on  an  annual  basis? 

Admiral  Bell.  Sir,  I  am  looking  at  notes  here,  and  I  am  not  sure 
that  I  can  address  the  question  accurately.  I  would  like  to  submit, 
if  I  could,  the  information  for  the  record.  The  mineral-oil  support 
vessels,  we  are  looking  at  roughly  700  we  have  inspected  annually. 
We  have  under  certification  about  19  semisubmersibles,  4  drill 
ships  and  3  or  4  jackups.  This  is  under  certification  to  dealing  with 
the  law,  as  I  said  previously.  We  have  inspected  roughly  900  pro- 
duction platforms  under  the  OCS  Lands  Act  as  of  roughly  April  of 
this  year.  That  is  the  effort  since  the  passage  of  the  act.  We 
certainly  intend  to  comply  with  the  frequency  of  inspections  con- 
tingent upon  our  personnel  resources. 

In  respect  to  the  rest  of  your  question,  sir 

Mr.  Livingston.  Can  I  interrupt  you  just  a  second? 

Admiral  Bell.  Yes,  sir. 

Mr.  Livingston.  I  think  what  you  just  said  is  very,  very  impor- 
tant, and  that  really  gets  to  my  point  of  the  contingency  of  present 
resources.  Do  you  believe  that  the  Coast  Guard  has  sufficient  funds 
and  resources  available  to  carry  out  the  job  designated  to  it  by  law 
on  the  Outer  Continental  Shelf? 

Admiral  Bell.  Sir,  that  is  sort  of  a  two-part  question.  No,  sir.  To 
answer  very  bluntly,  I  do  not  think  we  have  onboard  today  the 
necessary  resources  to  do  this.  In  fact  there  was  a  letter  addressed 
to  the  Coast  Guard  by  Chairman  Murphy  on  February  21,  to  which 
we  replied  I  believe  it  was  of  April  2  of  this  year,  if  I  can  ever  get 
through  all  these  notes,  to  the  extent,  sir,  that  we  did  feel  we 
needed  additional  resources,  and  in  the  letter,  it  was  our  letter  of 
April  2  of  this  year  to  Chairman  Murphy,  in  reply  to  his  letter,  we 
set  forth  what  we  thought  were  the  necessary  additional  resources 
in  respect  to  both  money  and  personnel,  to  undertake  all  of  the 
requirements  set  forth  in  the  OCSLA.  This  included,  sir,  both  title 
II  and  title  III.  I  think  we  are  talking  only  of  title  II,  so  we  have 
submitted,  sir,  to  the  committee  in  the  form  of  what  we  felt  was 
necessary  to  undertake  all  of  these  obligations. 

Mr.  Livingston.  How  do  the  specifications  of  that  letter — and  by 
the  way,  I  don't  have  a  copy  of  that  letter.  If  we  have  one  I  would 
like  to  see  one.  How  does  that  request  for  additional  resources 
compare  with  your  budget  request  from  the  Coast  Guard? 

Admiral  Bell.  Well,  sir,  we  have  got  underway  a  budget  request 
that  handles  approximately  a  third  of  the  total  set  forth  in  that 
letter.  We  cannot  hire  new  people.  We  have  to  recruit  them  and 
train  them,  and  there  is  just  a  limit  on  the  amount  of  training 
facilities  we  have. 

Mr.  Livingston.  The  budget  request  is  a  third  of  what  is  outlined 
in  the  letter? 
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Admiral  Bell.  Yes,  sir.  What  we  had  tentatively  proposed  is  a 
budget  request — we  have  broken  it  into  three  pieces  in  3  consecu- 
tive years,  a  third  each  year.  That  is  roughly  what  we  are  talking 
about,  sir,  the  limitation  being  that  our  recruiting  abilities  and  our 
training  abilities  to  bring  onboard  and  train  people  somewhat  con- 
strain us  from  an  immediate  expansion. 

Mr.  Livingston.  Are  you  talking  about  civilian  personnel  or 
Coast  Guard  personnel,  a  combination  of  both? 

Admiral  Bell.  A  combination  of  both,  civilian  and  military,  sir. 

Mr.  Livingston.  So  it  is  your  goal  that  within  3  years  you  would 
meet  the  approximate  needs  of  the  Coast  Guard  to  handle  every- 
thing designated  to  it  under  this  act? 

Admiral  Bell.  Sir,  anticipating  we  would  have  the  budget,  the 
necessary  moneys  and  authorities  to  bring  in  the  people.  If  one 
looks  at  just  the  recruiting  end  of  it,  it  takes  roughly  a  year,  we 
figure,  to  find  a  person.  It  is  roughly  3  years,  our  training  program 
is,  for  a  qualified  machine  inspector.  So,  using  that,  we  would  not 
have  onboard  all  of  the  necessary  people  within  that  3-year  time 
frame. 

However,  sir,  what  we  do  do  is  every  time  we  expand,  as  we  are 
expanding  under  the  OCS,  we  take  some  of  our  more  experienced 
personnel,  and  utilize  less  experienced  personnel  along  with  them 
in  a  training  capacity,  so  if  in  3  years  we  had  the  authorities  and 
the  moneys  we  would  be  doing  a  very  commendable  job,  but  we 
would  not  have  onboard  all  of  the  trained  people  we  would  like. 

Mr.  Livingston.  And  that  does  not  even  speak  to  the  rate  of  a 
attrition  of  experienced  personnel,  does  it? 

Admiral  Bell.  No,  sir,  it  does  not. 

Mr.  Livingston.  So  what  you  tell  me.  Admiral,  is  that  it  is  not 
going  to  be  too  soon  before  the  Coast  Guard  can  adequately  or 
completely,  let  me  rephrase  it,  completely  handle  the  load  allotted 
to  it  by  Congress? 

Admiral  Bell.  Sir,  I  think  we  can,  without  agreeing  with  you, 
because  I  get  in  trouble  doing  that,  I  think  the  problem  is,  sir,  that 
what  we  keep  doing  is  reprograming  our  personnel  amongst  all  of 
our  activities.  I  think  that  we  can  do  a  very  commendable  job  in 
those  3  years,  but  in-house  we  are  going  to  feel  less  comfortable  if 
we  had  fully  qualified  people  onboard.  I  guess  we  are  our  own 
worst  critics  at  this  point,  sir. 

Mr.  Livingston.  Mr.  Chairman,  if  you  will  indulge  me  just  a 
second  here.  Does  the  Coast  Guard  maintain  on  its  staff  any  divers 
for  inspections,   say  for  these   annual   inspection   of  rigs  onsite? 

Admiral  Bell.  No,  sir,  we  do  not. 

Mr.  Livingston.  Do  your  regulations  require  that  any  of  the 
companies  who  peform  operations  out  there  on  the  Outer  Continen- 
tal Shelf  maintain  a  staff  of  divers,  if  not  on  every  single  rig, 
certainly  within  some  proximity  of  rigs  to  be  available? 

Admiral  Bell.  No,  sir,  we  do  not. 

Mr.  Livingston.  After  hearing  the  testimony  of  Admiral  Wallace 
a  little  while  ago,  would  you  not  agree  with  me,  that  it  might  be 
advisable  that  when  emergencies  or  incidents  such  as  the  jumping 
and  the  skipping  of  this  particular  rig  have  occurred,  that  utiliza- 
tion of  divers  to  inspect  below  the  surface  as  well  as  an  onsite 
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inspection  above  the  surface  would  be  advantageous,  and  in  fact 
almost  mandatory,  in  order  to  save  lives? 

Admiral  Bell.  That  is  a  pretty  difficult  question,  sir,  because 
involved  an  awful  lot  is  onboard  operating  personnel's  judgment  of 
what  occurred,  the  severity  of  it.  It  has  so  many  factors  in  it,  sir, 
that  I  think  it  would  be  very  difficult  to  give  you  a  direct  satisfac- 
tory answer.  I  would  say,  sir,  there  are  quite  a  few  diving  compa- 
nies in  the  gulf  that  are  able  to  respond  to  industry  requests  for 
diving  assistance.  I  don't  think  they  could  respond  within  2  or  3 
hours  as  I  think  would  have  been  required,  if  the  company  in  this 
case  decided  to  have  an  underwater  inspection,  to  try  to  ascertain 
the  cause  of  this  bump  or  thump  or  jump. 

Mr.  Livingston.  Admiral,  I  am  not  going  to  try  and  argue  with 
you,  but  we  have  a  situation  here  where  a  rig  is  9  miles  off  the 
coast,  and  there  was  roughly  5  hours  which  intervened  between  the 
time  of  a  very  serious  and  unusual  incident  and  an  ultimate  tragic 
loss.  Thirty-some-odd  people  were  aboard,  and  it  quite  frankly  does 
not  seem  unreasonable  to  me  to  have  required  some  independent 
private  diving  contractor  to  come  aboard  and  furnish  a  diver  to  go 
below  the  surface  and  take  a  look  and  see  if  anything  is  wrong. 

Admiral  Bell.  Sir,  I  would  agree  with  you.  As  a  prudent  person 
onboard  I  might  hve  done  the  same  thing,  to  try  to  satisfy  myself 
what  caused  this  bump  or  thump. 

I  also  might  have,  though,  as  a  prudent  person  or  rational  per- 
son, looked  and  said,  "Well,  tomorrow  morning  is  early  enough  to 
get  him  out  here."  Therefore  there  is  the  question  of  the  immedi- 
acy, sir,  as  well  as  the  fact  that  you  investigate. 

Mr.  Livingston.  It  would  seem,  though,  that  is  a  fertile  area  for 
the  Coast  Guard  to  consider  future  regulations. 

Thank  you,  Mr.  Chairman. 

Mr.  Ginn.  Are  there  questions  by  counsel? 

Mr.  O'Brien.  I  have  no  questions,  Mr.  Chairman. 

Mr.  Ginn.  Admiral,  has  the  Coast  Guard  submitted  a  supplemen- 
tal budget  request  to  0MB  for  additional  resources  for  fiscal  year 
1980  and,  if  so,  what  is  the  status  of  that  request? 

Admiral  Bell.  Sir,  following  up  on  my  previous  testimony,  we 
had  submitted  to  the  department,  not  the  0MB,  sir,  we  work  with 
the  department,  a  1980  budget  amendment  of  roughly  the  scope  I 
addressed  before,  roughly  one  third  the  total  contained  in  the  letter 
to  Chairman  Murphy. 

Mr.  Ginn.  That  is  for  the  fiscal  year  1980  budget.  My  question 
was,  have  you  submitted  a  supplemental  budget  request? 

Admiral  Bell.  No,  sir,  we  have  not  submitted  a  1980  supplemen- 
tal. It  was  a  1980  amendment,  sir.  Maybe  it  is  the  semantics,  sir. 
You  cannot  submit  a  supplemental  to  something  that  isn't  in  effect 
yet.  I  think  you  have  to  submit  an  amendment. 

Mr.  Ginn.  Yes,  I  think  we  are  talking  about  the  same  thing. 

Admiral  Bell.  Yes,  sir. 

Mr.  Ginn.  Any  additional  questions?  Mr.  Livingston. 

Mr.  Livingston.  Mr.  Chairman,  for  the  record  I  would  like  to  ask 
one.  I  will  read  it  out  at  this  time,  and  let  these  gentlemen  respond 
to  it  later  on  for  the  record,  please. 

Section  21(a)  of  the  Outer  Continental  Shelf  Act  requires  the 
Interior  Department  and  the  Coast  Guard,  in  consultation  with 
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other  appropriate  departments  and  agencies,  to  promptly  com- 
mence a  joint  study  of  existing  safety  and  health  regulation,  tech- 
nology, equipment,  and  techniques  regarding  OCS  activities.  What 
is  the  current  status  of  that  study?  Which  agencies  and  depart- 
ments have  been  consulted  regarding  that  study?  What  is  the 
timetable  for  conducting  that  study? 

If  you  gentlemen  would  respond  to  it  just  formally  for  the  record 
in  writing  later  on,  that  would  be  sufficient.  There  is  no  reason  to 
go  into  that  at  this  time. 

Mr.  GiNN.  Likewise,  Admiral  Bell  and  Mr.  Kash,  I  also  have 
several  additional  questions  which  we  would  like  to  submit  to  you 
and  appreciate  your  answering  and  submitting  for  the  record. 

Admiral  Bell.  Yes,  sir. 

Mr.  GiNN.  If  there  are  no  further  questions.  Admiral  and  Mr. 
Kash,  we  thank  you  very  much  and  your  associates  for  your  testi- 
mony and  for  being  with  us  this  morning. 

Admiral  Bell.  Thank  you,  sir. 

Mr.  GiNN.  We  now  call  Mr.  Lawrence  J.  Bates,  senior  vice  presi- 
dent of  American  Bureau  of  Shipping  to  the  witness  table. 

Mr.  Bates,  would  you  please  identify  your  associate  and,  in  the 
interest  of  time,  you  may  wish  to  submit  your  complete  statement 
for  the  record  and  merely  summarize  it  so  we  could  have  some 
time  to  ask  you  a  few  questions. 

STATEMENT  OF  LAWRENCE  J.  BATES,  SENIOR  VICE  PRESI- 
DENT. AMERICAN  BUREAU  OF  SHIPPING,  ACCOMPANIED  BY 
KENNETH  E.  SHEEHAN,  VICE  PRESIDENT,  AMERICAN  BU- 
REAU OF  SHIPPING 

Mr.  Bates.  Mr.  Chairman,  members  of  the  committee,  I  have  an 
oral  presentation.  It  will  take  about  5  or  so  minutes.  It  summarizes 
the  written  statement  which  was  submitted  last  Friday. 

Mr.  GiNN.  Would  you  identify  your  associate,  Mr.  Bates,  and 
then  proceed. 

Mr.  Bates.  With  me  is  Mr.  Kenneth  E.  Sheehan,  our  vice  presi- 
dent and  counsel.  We  thank  you  for  the  opportuntiy  to  present  our 
comments  on  the  ABS  role  in  the  offshore  industry,  and  our  associ- 
ation with  the  Ranger  One.  My  comments  are  a  summary  of  the 
full  statement  which  you  have  already  received. 

[The  information  follows:] 
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AMERICAN  BUREAU  OF  SHIPPING 

The  Anerican  Bureau  of  Shipping  is  a  ship  classification  society  vhich 
establishes  standards,  known  as  "Rules",  for  the  design,  construction,  and  peri- 
odic survey  of  nerchant  ships  and  other  marine  structures.  By  adnrinistering 
these  "Rules",  a  procedure  termed  classification,  ABS  assures  that  a  vessel  is 
nechanically  and  structurally  fit  for  its  intended  service. 

The  following  is  a  sunmary  of  the  background  and  operations  of  ABS  and 
is  divided  into  two  parts.  The  first  part,  beginning  on  this  page,  outlines  the 
organization  and  functions  of  ABS;  the  second  part,  beginning  on  Page  10,  out- 
lines the  involvaiEnt  of  ABS  with  offshore  mobile  drilling  units. 

ORGANIZATION  AND  FUNCTIONS 

Rules 

The  Rules  For  Building  and  Classing  Steel  Vessels  ("Steel  Rules") ,  the 
basic  ABS  standards,  describes  in  detail  the  best  modem  engineering  practices 
for  the  design  and  construction  of  conmercial  vessels.  The  Rules  are  established 
from  principles  of  naval  architecture,  marine  engineering,  and  other  engineering 
disciplines  that  have  proven  satisfactory  by  service  experience  and  systematic 
analysis,  and  each  edition  is  an  enbodiment  of  service  experience  and  technological 
advancements  since  the  first  edition  was  issued  in  1890. 

The  "Steel  Rules"  are  updated  annually  and  this  is  done  througih  a  com- 
mittee structure.  American  Bureau  of  Shipping  conmittees  are  coiposed  of  indivi- 
duals from  industry  and  government,  eminent  in  their  marine  field,  vAio  serve  with- 
out compensation.  These  conmittees  permit  ABS  to  maintain  close  contact  with 
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interests  in  various  geographical  regions  and  with  various  technological  and  sci- 
entific disciplines.  The  conmittee  arrangement  has  the  distinct  advantage  of  al- 
lowing the  Government  and  all  segnents  of  the  industry  to  participate  in  develop- 
ing the  various  Rules  and  thereby  making  them  authoritative,  inpartial,  and  thus 
widely  recognized  and  respected. 

Besides  the  "Steel  Rules"  ABS  publishes  other  specialized  volumes  such 
as   Rules  for  Building  and  Classing  "Offshore  Mobile  Drilling  Units",  "AluniLmm 
Vessels",  "Vessels  Ihder  200  Feet  in  Length",  "Great  Lakes  Bulk  Carriers"  and 
"Single  Point  Moorings",  to  name  just  a  few.  In  total  ABS  presently  publishes 
twelve  Rules  and  seven  Guides. 

A  proposal  for  new  Rules  or  a  change  in  existing  Rules  may  originate 
with  a  Conmittee,  a  Panel,  the  ABS  Staff,  or  other  individuals  in  the  maritime 
field.  A  proposal  made  by  an  individual,  by  a  Special  ConnrLttee,  or  by  an  Over- 
seas Technical  Conmittee  is  directed  to  the  ABS  Staff  vAiere  a  formal  proposal  is 
drafted  and  submitted  to  either  the  Conmittee  on  Naval  Architecture,  if  it  con- 
cerns Hull,  or  the  Conmittee  on  Engineering,  if  it  concerns  Machinery.  When  the 
proposal  is  approved  it  then  proceeds  to  The  Technical  Conmittee  at  its  annual 
meeting.  After  acceptance  it  is  incorporated  into  the  Rules.  Interaction  be- 
tween the  Conmittees  and  ABS  Staff  affords  each  proposal  a  critical  and  fair 
hearing. 

The  RECORD 

In  addition  to  establishing  and  administering  Rules,  another  function 
of  ABS,  as  stated  in  the  By-Laws  of  its  constitution,  has  been  to  keep  a  "faith- 
ful and  accurate  Classification  and  Registry  of  mercantile  shipping."  In  ful- 
fillnKint  of  this  obligation  the  first  edition  of  this  registry  was  published  in 
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1869  and  was  called  the  Record  of  American  and  Foreign  Shipping,  a  title  which  for 
convenience  sake  has  since  been  shortened  to  the  RECX)RD.  Through  the  years  the 
RECX)RD  has  grown  both  in  inportance  and  size  and  today  the  1979  RECORD  gives  the 
pertinent  characteristics  and  information  of  some  55,000  merchant  vessels,  virtu- 
ally all  merchant  vessels  in  the  free  world. 

Management 

Understanding  the  ABS  ccmnittee  structure  is  necessary  to  an  imderstand- 
ing  of  the  functions  of  the  American  Bureau  of  Shipping  as  a  self-regulatory 
society  representing  the  maritime  connunity.  The  maritime  connunity,  through  the 
33  conmittees  of  the  American  Bureau  of  Shipping,  decides  upon  the  appropriateness 
and  effectiveness  of  the  various  Rules  based  upon  ejqjerience  and  technical  progress. 
In  this  way,  industry  experience  and  expertise  are  translated  into  design,  construc- 
tion, and  survey  standards  through  the  agency  of  ABS.  Moreover,  the  fact  that  the 
American  Bureau  of  Shipping  is  an  impartial  representative  of  the  marititie  conmunity 
is  underscored  by  the  fact  that  management  responsibilities  are  vested  in  a  Board 
of  Managers,  50  in  number,  elected  from  some  416  Merrhers  of  ABS.  The  Members,  and 
thus  the  Board  of  Managers,  are  conposed  of  marine  underwriters,  shipowners,  ship- 
builders, government  representatives,  naval  architects,  marine  engineers,  and  other 
persons  vho  are  prominent  in  their  marine  field  of  endeavor.   Of  the  Board  of 
Managers  one  Mentier  is  designated  by  the  U.S.  Secretary  of  Commerce  and  one  by  the 
Conmandant  of  the  United  States  Coast  Guard,  these  are  traditionally  the  Undersecre- 
tary of  Conmerce  for  Maritime  Affairs  and  the  Conmandant  himself. 

The  American  Bureau  of  Shipping  is  a  not-for-profit  organization;  it 
has  no  capital  stock,  no  part  of  its  income  is  distributed  among  its  Menbers, 
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and  no  ABS  Ilember  or  Committee  manber  v^o  participates  in  the  work  of  the  ABS  tech- 
nical conmittees,  special  conmittees ,  or  panels  receives  compensation  for  their 
service.  The  American  Bureau  of  Shipping  is  entirely  supported  by  the  fees  charged 
to  shipowners  for  whose  vessels  classification  has  been  requested.  An  excess  of 
income  over  expenses  in  any  one  year  is  used  to  extend  and  inprove  services  and  for 
research  and  development. 

Operations 

As  to  its  operations  the  ABS  personnel  vto   perform  the  numerous  daily 
activities  related  to  the  classification  of  vessels  are  collectively  called  sur- 
veyors. They  are  actually  naval  architects,  marine  engineers,  metallurgists,  com- 
puter specialists,  people  with  experience  as  seagoing  engineers,  and  others  with 
technical  skills  applicable  to  ship  classification.  Surveyors  are  generally  known 
as  either  Technical  Surveyors  or  Field  Surveyors  depending  upon  their  duties. 
These  can  best  be  described  through  an  explanation  of  the  classification  procedure. 

Classification  Procedure 

Classification  is  a  four-step  procedure  involving  technical  plan  review, 
surveys  during  construction,  approval  by  Classification  Cotmiittee,  and  stibsequent 
periodic  surveys. 

In  the  initial  stage  of  classification  the  design  plans  are  submitted 
to  the  ABS  technical  staff  for  a  systematic  and  detailed  review.  To  conduct  such 
studies  ABS  enploys  naval  architects  and  marine  engineers  who  scrutinize  the  ves- 
sel's  hull  and  machinery  design  to  verify  that  the  details  conform  in  all  respects 
to  the  requirements  set  forth  in  the  piiilished  ABS  "Rules." 

After  a  plan  has  been  approved  by  the  ABS  technical  staff  classification 
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proceeds  along  t±ie  next  phase—the  construction  of  the  vessel  under  the  siirvey  of 
an  ABS  field  surveyor.  Field  surveyors  conduct  continxoous  surveys  of  a  vessel 
from  keel  laying  to  delivery  to  assure  adherence  to  the  "Rules",  to  certify  that 
the  approved  plans  are  folllowed,  and  to  see  that  the  workmanship  is  of  the  best 
quality.  During  the  construction  of  a  vessel  bviilding  to  ABS  classification  Field 
Surveyors  witness  the  tests  of  materials  for  hull  and  machinery  items  at  the  place 
of  manufacture  or  fabrication;  survey  the  building  of  the  hull,  machinery,  boilers 
and  vital  avixiliaries ;  and  attend  sea  trials. 

Having  conducted  a  continuous  survey  on  a  vessel  frcm  the  time  to  keel 
laying  until  completion,  the  Field  Surveyor  then  attends  the  sea  trials  to  assure 
that  the  vessel  is  in  good  working  order  and  capable  of  performance  in  accordance 
with  its  approved  design.  Upon  successful  cotipletion  of  sea  trials  the  vessel's 
"credentials"  are  presented  to  the  ABS  Class  if  icaticn  CamrLttee.  This  Conmittee 
(conprising  a  group  of  experts  from  the  maritime  industry,  U.S.  Coast  Guard,  and 
ABS  Officers) ,  losing  their  collective  experience  and  reconmendations  fron  the  ABS 
staff,  performs  a  final  assessnent  of  a  vessel  presented  for  classification.  If 
they  are  satisfied  that  the  vessel  ccoplies  with  the  Rules  in  all  respects  they 
grant  the  vessel  official  ABS  classification,  saying  in  essence  that  the  vessel 
adheres  to  all  the  design  and  construction  requirements  of  the  American  Bureau  of 
Shipping  as  embodied  in  the  Rules;  and,  therefore,  is  fit  to  perform  its  intended 
service. 

To  insure  that  the  vessel  is  maintained  in  condition  fit  to  perform  its 
intended  service,  ABS  conducts  periodic  surveys  at  designated  times  throughout 
the  life  of  the  vessel.  These  periodic  surveys  are  a  necessary  condition  to  retain 
classification  status.  It  is  also  a  requirement  of  classification  that  any  damages 
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or  alterations  to  a  vessel  which  may  affect  classification  status  be  broia^t  to  the 
attention  of  ABS  for  appropriate  survey.  As  a  result  of  the  foregoing  surveys,  if 
it  is  found  that  the  requirements  of  the  ABS  Rules  are  not  met,  the  field  surveyor 
will  suggest  appropriate  repairs  to  restore  the  vessel  to  a  condition  worthy  of 
classification  status. 

Statistics 

As  of  1  January  1979  there  were  15,141  vessels  under  ABS  classification 
of  186,752,000  deadweight  tons.  In  addition  at  that  time  there  were  1,636  vessels 
contracted  to  be  built  or  building  to  ABS  classification  totalling  16,336,000  dead- 
weight tons. 

Staff 

As  of  1  January  1979  the  AnBrican  Bureau  of  Shipping  enploys  203  exclu- 
sive Technical  Surveyors  and  522  exclusive  Field  Surveyors.  These  Surveyors  are 
located  in  131  ABS  exclusive  offices.  In  addition,  ABS  has  136  nonexclusive  sur- 
veyors. ABS  is  represented  in  a  total  of  88  countries.  In  the  United  States  ABS 
has  46  offices  staffed  by  297  exclusive  surveyors  including  142  exclusive  surveyors 
at  New  York,  the  headquarters  office. 

ABS  also  employs  35  research  engineers  as  part  of  its  research  and  development 
program. 

Government  Recognition 

ABS  is  privileged  to  act  on  behalf  of  many  foreign  governments  with  re- 
spect to  international  maritime  conventions.  In  this  regard,  ABS  is  recognized  by 
85  govemnents  to  issue  Load  Line  certificates  and  by  49  governments  to  issue  Safety 
of  Life  at  Sea  (SOIAS)  certificates  either  wholly  or  in  part.  ABS  is  also  auth- 
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orized  by  45  govemnents  to  issue  National  Tonnage  certificates  on  their  behalf  as 
well  as  issuing  tonnage  certificates  for  the  Suez  and  Panana  Canals. 

It  is  because  of  its  unique  status  and  attributes  that  Congress  had  direc- 
ted all  departnents,  boards,  bureaus,  and  cotnnissions  of  the  United  States  Government 
to  recognize  the  Bureau  as  their  agency  so  long  as  the  organisation  of  the  Bureau 
remains  unchanged.  Section  25  of  the  Merchant  Marine  Act  of  1920  (46  U.S.C.  881) 
provides : 

That  for  the  classification  of  vessels  owned  by  the 
United  States,  and  for  such  other  purposes  in  connection 
therewith  as  are  the  proper  functions  of  a  classification 
Bureau,  all  departments,  boards,  bureaus,  and  cciiinissions 
of  the  Government  are  hereby  directed  to  recognize  the 
Anerican  Bureau  of  Shipping  as  their  agency  so  long  as_ 
the  Anerican  Bureau  of  Shipping  continues  to  be  maintained 
as  an  organization  vtiich  has  no  capital  stock  and  pays  no 
dividends . . . 

Particularly  with  respect  to  construction  of  tankers  and  other  carriers 

in  bulk  of  coc±>ustible  materials,  oil  or  other  hazardous  polluting  substances,  the 

Airerican  Bureau  of  Shipping  has  been  designated  for  approvdng  plans  and  issuing 

certificates  of  class.   [46  U.S.C.  391a(5)]  Such,  certificate  of  class  nust  conform 

with  the  rules  and  regulations  adopted  with  respect  to  the  design  and  construction, 

alteration,  repair  and  maintenance  of  such  vessels.  46  U.S.C.  391a (3)  provides: 

. . . the  Secretary  of  the  department  in  vAiich  the  Coast  Guard 
is  operating  (hereafter  referred  to  in  this  Section  as  the 
"Secretary")  shall  establish  for  (tankers)  such  additional 
rules  and  regulations  as  may  be  necessary  with  respect  to 
the  design  and  construction,  alteratico,  repair  and  mainte- 
nance of  such  vessels ...  In  establishing  such  rules  and  regu- 
lations the  Secretary. may. . .adopt  rules  of  the  American 
Bureau  of  Shipping  or  sijnilar  American  classification 
society 

With  respect  to  loadline  regulations.  Congress  has  pronulgated  a  clear 
directive : 
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. . .The  Conmandant  of  the  Coast  Guard  shall  appoint  the 
Anerican  Bureau  of  Shipping,  or  such  other  Arnerican 
corporation  or  association  for  the  survey  or  registry 
of  shijjping  as  may  be  selected  by  him,  to  determine 
whether  the  position  and  manner  of  marking  on  svich 
vessels  the  load  line  or  lines  so  established  are  in 
accordance  with  the  provisions  of  (Section  88-88i) . . . 
[46  U.S.C.  886] 

The  Bureau  has  been  recognized  in  the  Code  of  Federal  regulations  as  the 

agent  of  the  Government  charged  with  the  responsibility  for  setting  standards  for 

construction  and  testing  of  marine  material,  machinery  and  equipment.  46  C.F.R. 

Section  188.35  states  that: 

(a)  Where  in  this  svibchapter  an  item  or  method  of 
construction,  or  testing  is  required  to  meet  the  standards 
established  by  the  American  Bureau  of  Shipping,  the  cur- 
rent standards  in  effect  at  the  time  of  construction  of 
the  vessel,  or  otherwise  as  applicable,  should  be  used. 

The  standards  established  by  the  Bxireau  are  incorporated  into  a  substantial  portion 

of  Part  189  of  46  C.F.R.  -  Inspectiai  and  Certification.  For  exanple,  46  C.F.R. 

189.15-1  provides: 

(a)  In  the  inspection  of  hulls,  boilers,  and 
machinery  of  vessels,  the  standards  established  by 
the  American  Bureau  of  Shipping. . .respecting  material 
and  construction  of  hulls,  and  the  certificate  of 
classification  referring  thereto. . .shall  be  adopted 
as  standard  by  the  inspectors. 

Subpart  189.55-1  provides: 

(b)  In  the  following  list  of  required  plans . . . 
the  items  \vhich  must  be  approved  by  the  American 
Bureau  of  Shipping  for  vessels  classed  by  that  or- 
ganization are  indicated  by  an  asterick.  When  prints 
bearing  record  of  such  approval  by  the  American  Bureau 
of  Shipping  are  forwarded  to  the  Coast  Guard  they  will 
in  general  be  accepted  as  satisfactory. . . 

In  practice  approval  by  the  Bureau  usually  resijlts  in  approval  by  the  Coast  Guard. 

Subpart  189.60-5  provides: 
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(a)  All  vessels  on  an  international  voyage  are  required 
to  have  a  Cargo  Ship  Safety  Construction  Certificate.  This 
certificate  shall  be  issued  by  the  United  States  Coast  Guard 
or  the  American  Bureau  of  Shipping. . . 

CQAgr  GUARD 

ABS  has  had  a  long-standing  and  good  vrorking  relationship  with  the  United 
States  Coast  Guard.  The  Cotnnandant  of  the  U.  S.C.G.  serves  as  a  menber  of  the  ABS 
Board  of  Managers.  In  addition,  thirteen  people  from  the  Coast  Guard  participate  an 
the  ABS  Technical  Corartittees  ^*u.ch  have  the  responsibility  of  developing  and  modify- 
ing the  various  ABS  Rules. 

The  United  States  Coast  Guard  and  ABS  also  cooperate  in  the  approval  of 
machinery  and  hull  structural  plans  for  U.S.  flag  vessels. 

Regulations  contained  in  Title  46  C.F.R.  31.10(c) (tank  vessels),  71.65-l(b) 
(passenger  vessels),  91. 55- 1(b) (cargo  vessels)  and  189.55-l(b)(oceanographic  vessels) 
provide  for  the  Coast  Guard  to  accept  as  satisfactory  hull  structural  plans  for  U.S. 
flag  vessels  classed  by  ABS  except  when  the  law  or  Coast  Guard  regulations  contain 
requirements  which  are  not  covered  by  ABS. 

To  reduce  di^lication  of  effort  ABS  and  the  Coast  Guard  reached  agreement 
in  1972  that  eliminates  the  redundant  review  of  hull  structural  plans  reviewed  and 
approved  by  ABS.  Subsequent  to  the  agreement  the  plan  sximitter  in  effect  works 
through  ABS  to  obtain  approval  for  hull  plans,  and  the  Coast  Guard  then  recognizes 
and  grants  their  approval  based  upon  that  of  ABS. 

Further,  in  1973  a  similar  agreement  was  reached  with  respect  to  certain 
machinery  and  electrical  plans  v*iere  ABS  plan  review  dijplicates  work  done  by  the 
Coast  Guard.  In  particular  Title  46  U.S.  Code  of  Regulations  prescribe  standards 
for  the  design  and  construction  of  boilers  and  pressure  containers,  electrical 
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equipntnt,  pvmps  and  piping  systans,  and  fire  extinguishing  system. 

The  design  standards  set  forth  in  the  ABS  Rules  parallel  the  federal  regu- 
lations to  the  extent  that  conpliance  with  latter  establishes,  in  general,  conpliance 
with  the  ABS  Rules.  Therefore,  according  to  the  1973  agreement  the  American  Bureau 
of  Shipping  recognizes  prior  approval  by  the  Coast  Guard  of  the  plans  required  to  be 
stibmitted  by  those  relevant  sectiois. 

Congress  has  intended  from  the  outset  that  the  American  Bttreau  of  Shipping 
be  utilized  as  and  for  a  gcvemmental  agency.  Such  has  been  consistently  recognized 
in  the  U.S.  Code  and  throughout  the  Code  of  Federal  Regulations.  Therefore,  the  con- 
gressional intent  to  maintain  its  trust  in  the  American  Bureau  of  Shipping  is  clear. 
Tliis  is  also  evidenced  by  the  cooperation  between  American  Bureau  of  Shipping  and 
the  U.S.  Coast  Guard  as  described  in  the  foregoing. 

The  Anerican  Bureau  of  Shipping  also  participates  with  the  U.S.  Coast 
Guard  on  the  Ship  Structure  Cotnnittee  together  with  the  Naval  Sea  Systems  Cotnnand, 
MaritiriE  Administration,  Military  Sealift  Comnand,  and  the  United  States  Geologi- 
cal Survey.  This  interagency  advisory  cotnnittee  directs  research  programs  cai  ship 
structures,  materials,  manxifacturing  and  testing  processes.  The  results  of  these 
programs,  published  in  technical  reports  released  for  public  distribution,  provide 
useful  design  and  manufacturing  guidelines.  ABS  is  sole  industry  representative 
on  this  conmLttee. 

INVOLVEMENI  WTTH  OFFSHORE  MDBILE  DRILLING  UNITS 
Early  Years 

In  1950,  one  year  after  the  feasibility  of  utilizing  mobile  drilling 
units  for  offshore  oil  production  had  been  demonstrated,  the  American  Bureau  of 
Shipping  was  requested  to  review  the  design  for  a  mobile  unit  and  participate  in 
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its  develcpiEnt.  This  marked  the  Bureau's  introduction  to  the  field,  and  subsequent- 
ly its  involvement  has  grown  integrally  with  the  industry. 

Following  this  initial  effort  and  prior  to  the  establishEnent  of  any  formal 
standards,  the  Bureau  began  to  class  offshore  mobile  drilling  units.  Since,  at  that 
tiire,  such  vessels  had  limited  precedents,  classification  was  acccnqplished  on  the 
basis  of  applying  what  shipbuilding  standards  were  relevant  (e.g.,  ABS  Rules  for 
Building  and  Classing  Steel  Vessels) ,  enlisting  the  assistance  and  advice  of  industry 
raentiers  v^ere  possible  and  by  giving  consideration  to  engineering  principles  available 
at  the  time. 

For  surface-type  units  with  ship-  or  barge-  type  hiiLls  that  could  conduct 
drilling  operations  while  afloat,  the  Bureau  was  able  to  draw  substantially  frcm  the 
experience  eirbodied  in  its  Rules  for  Building  and  Classing  Steel  Vessels.  The  self- 
elevating  and  colunn  stabilized  type  units  posed  unique  problems  in  regard  to  buoy- 
ancy, jacking-up  machinery  and  equipffnent,  and  structural  arrangernents .  It  was  found 
that  only  certain  portions  of  the  Bureau  Rules  would  be  suitable,  thus  more  reliance 
had  to  be  given  the  latest  findings  of  engineering  research  in  the  offshore  field. 
The  Bureau  then  devised  its  own  standards  for  mobile  drilling  rigs  on  an  individual 
basis  by  applying  in  ccnibination  (1)  those  relevant  sections  from  the  Rules  for 
Building  and  Classing  Steel  Vessels,  (2)  latest  findings  of  engineering  research 
and  (3)  service  e^qserience  of  existing  drilling  units.  In  this  manner,  classifi- 
cation service  was  able  to  be  provided  for  the  various  kinds  of  offshore  mobile 
drilling  units  building  at  that  time. 

The  Bureau's  involveiiEnt  with  the  offshore  industry  widened  when  the 
USCG,  noting  the  rapid  increase  in  mobile  drilling  units,  rtiled  in  1961  that  rigs 
v4iich  drilled  v*iile  floating  were  to  be  considered  vessels  and,  therefore,  had 
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to  be  assigned  a  load  line  (maximum  depth  to  vAiich  a  vessel  may  be  loaded  in  various 
sea  states).  Recognized  by  the  Coast  Guard  as  an  assigning  authority  for  U.S.  flag 
vessels,  the  Bureau  at  that  time  had  also  been  granted  similar  authority  with  respect 
to  load  lines  by  many  other  nations.  In  its  work  with  load  lines  the  Bureau  soon 
realized  that  due  to  the  unique  design  characteristics  of  mobile  drilling  units,  the 
amount  of  study  needed  to  determine  the  load  line  for  a  given  mobile  drilling  unit 
was  only  slightly  less  than  that  for  a  conplete  classification  survey.  Thus,  the 
Bureau  gained  valuable  experience  for  classing  mobile  drilling  units  througji  its 
load  line  work. 

First  Standards 

As  the  offshore  industry  expanded,  mobile  drilling  units  were  called  upon 
to  perform  in  more  distant  locations  of  the  world  and  under  more  demanding  conditions. 
As  a  result,  it  became  clear  to  governments,  industry  members  and  various  other  groups 
that  some  form  of  regulation  would  be  necessary. 

Near  the  close  of  1965,  representatives  from  the  petroleum  corrpanies  and 
the  offshore  industry  asked  the  American  Bureau  of  Shipping  to  join  them  in  a  series 
of  conferences  aimed  at  formulating  a  set  of  rules  (formal  standards)  for  the  design 
and  construction  of  offshore  mobile  drilling  units.  As  an  outgrowth  of  these  meet- 
ings the  industry,  throu^  the  Offshore  Operator's  Conmittee,  requested  that  the 
Bureau  write  these  rules  and  lent  its  full  support  in  that  regard. 

That  the  Bureau  was  chosen  for  this  task  was  only  logical  because,  as  a 
ship  classification  agency,  it  had  over  a  century  of  experience  in  developing 
standards  for  the  shipbuilding  industry.  In  addition,  it  had  been  following  the 
growth  of  mobile  drilling  rigs  through  classification  and  assigning  of  load 
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lines.  Furthennore ,  t±iroii^  its  worldwide  staff  of  surveyors  and  technical  conmittee 
nenbers,  together  with  its  array  of  associations  in  the  maritime  and  petroleum  field, 
the  Bureau  was  in  an  ideal  position  to  administer  these  standards,  keep  tuned  to  the 
developments  of  the  industry,  and  institute  modifications  when  and  i^ere  appropriate. 

To  assist  the  Bureau  in  areas  viiere  its  experience  had  been  limited,  a 
Special  Conmittee  on  Offshore  Mobile  Drilling  Units  was  formed.  This  special  com- 
mittee consisted  of  20  industry  spokesmen  and  one  USCG  officer,  all  eminent  in  the 
offshore  industry.  The  conmittee  was  further  divided  into  groups  to  utilize  the 
abilities  of  the  respective  members  where  best  suited. 

Rules  for  Building  and  Classing  Offshore  Mobile  Drilling  Units 

What  ensued  was  an  intensive  period  of  discussion  and  research  by  this 
Conmittee  and  the  Bureau  staff  in  close  cooperation  with  industry  experts.  After 
more  than  2  years  of  careful  preparation,  the  first  industry-wide  standards  were 
published  in  1968  for  designing,  biiilding  and  maintaining  surface-type,  self- 
elevating  and  colunn-stabilized  units,  for  service  ijnder  all  conditions  worldwide. 
This  was  officially  titled  the  ABS  Rules  for  Building  and  Classing  Offshore  Mobile 
Drilling  Units.  These  Rules  also  set  forth  the  first  industrywide  standards  for 
stability,  deck  loadings,  scantling  details,  watertight  biHkheads,  tenporary  moor- 
ing equipment,  electrical  systems,  workmanship,  welding,  and  safety  features. 
Vessels  built  in  accordance  with  these  Rules  and  classed  with  the  Bureau  have  been 
accepted  for  operation  in  all  parts  of  the  world.  As  an  indication  of  their  stature, 
the  Rules  have  since  been  the  model  for  other  classification  agencies'  rules  and 
also  various  governments'  regulations. 

With  the  establishment  and  publication  of  the  Rules  for  Building  and 
Classing  Offshore  Msbile  Drilling  Units  in  1968,  the  Bureau  provided  the  industry 
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with  a  sectnre  foundation  for  its  nobile  drilling  unit  program.  However,  due  to  the 
young  and  progressive  nature  of  the  offshore  drilling  industry  the  Bureau  recognized 
the  need  to  be  constantly  alert  to  developments  that  may  have  an  influence  on  those 
rules. 

Following  publication  of  the  Rules  in  1968,  a  functioning  mechanism  went 
into  force  to  ensure  that  these  standards  would  be  maintained  in  a  manner  concurrent 
with  the  industry  state  of  the  art.  This  was  a  system  similar  to  that  viiich  the 
Bureau  had  been  sviccessfully  using  for  a  century  in  incorporating  into  its  Rules 
for  Building  and  Classing  Steel  Vessels  the  many  significant  changes  in  ship  design, 
construction  and  maintenance. 

Updating  and  Revisions 

By  1972  it  was  evident  that  the  1968  Rules  were  no  longer  fully  conpatible 
with  current  trends.  As  a  result,  the  ABS  Special  Conmittee  on  Offshore  Mobile 
Drilling  Units  net  in  March,  1972,  to  consider  a  nurtber  of  s\:ggested  rule  changes 
that  had  been  offered  to  improve  the  effectiveness  of  the  Rules. 

These  proposals,  among  others,  were  discussed  at  length  in  meetings  and 
by  correspondence.  Finally,  various  rule  changes  were  adopted,  culminating  in  the 
1973  publication. 

ABS  maintains  a  ready  posture  to  initiate  and  participate  in  any  research 
projects  that  may  result  in  safer,  more  efficient  structures.  It  shares  an  ongoing 
concern  with  the  offshore  industry  for  the  construction  of  units  that  result  in 
satisfactory  service,  and  also  for  the  fostering  of  Innovations  that  promote  ad- 
vancenents  in  the  industry.  To  this  end,  and  as  custodian  of  the  Rules  for  Building 
and  Classing  Offshore  Mobile  Drilling  Units,  ABS  is  constantly  attentative  to  any 
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developments  t±iat  may  affect  those  Rules.  In  this  regard  the  1973  edition  is  now 
undergoing  review  vdth  consideration  to  a  revised  edition. 

As  an  indication  of  the  regard  in  which  ABS  is  held  amang  the  offshore 
Industry,  as  of  1  January  1979  there  were  259  offshore  nubile  drilling  units  in 
ABS  class  and  65  additional  units  bmlding  or  contracted  to  be  built  to  ABS  class. 

Also,  ABS  is  the  Secretariat  of  TAGS  (International  Association  of 
Classification  Societies)  Working  Party  on  Drilling  Units.  This  Working  Party 
made  a  major  contribution  to  the  "Code  for  the  Construction  and  EquipFment  of 
Msbile  Offshore  Drilling  Units"  being  developed  by  HCO  which  is  ejfpected  to  be 
adopted  later  this  year.   (IMCO  -  Intergovernmental  Maritime  Consultative  Organi- 
zation -  is  an  agency  related  to  the  United  Nations ,  one  of  whose  functions  is 
the  promotion  of  safety  at  sea. ) 

Finally,  last  year  the  Geological  Survey  of  the  United  States  Depart- 
ment of  the  Interior  (USGS)  awarded  ABS  a  major  contract  to  develop  a  standard 
for  use  in  establishing  requirements  for  the  verification  of  fixed  platforms  on 
the  United  States  Continental  Shelf.  The  preparaticsi  of  this  standard,  called 
"Requiranents  for  Verifying  the  Structural  Integrity  of  OCS  Platforms",  has  been 
completed  by  ABS.  It  has  been  subject  to  cacments  from  the  ptiblic  pursuant  to 
notice  in  the  Federal  Register  and  it  has  been  thoroughly  reviewed  by  a  Special 
Panel  of  the  National  Research  Council  and  the  USCS  with  whom  it  now  rests. 
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APPENDIUM 

INVQLVEMEOT  OF  THE 
AMERICAN  BUREAU  OF  SHIPPING 
Wrm  RANGER  I 

In  the  foregoing  statement  it  was  mentioned  that  the  standards  ABS 
applies  in  classing  vessels  are  "Rules"  and  that  they  are  developed  and  approved 
by  an  ABS  comnittee  strucL  ire  cccpoaed  of  individuals  eminent  in  their  particu- 
lar marine  and  associated  fields  of  endeavor.  For  classing  offshore  ncbile 
drilling  units  ABS  appl:.es  its  Rules  for  Building  and  Classing  Offshore  Mobile 
Drilling  Units.  The  currently  effective  "Drilling  Unit  Rules"  is  an  edition 
published  in  1973;  its  predecessor,  the  first  edition,  was  published  in  1968. 
These  Rules  describe  modem  engineering  practices  for  the  design  and  construction 
of  offshore  mobile  drilling  units  but  they  do  not  extend  to  the  operational  as- 
pects of  a  drilling  unit.  That  a  drilling  unit  is  operated  safely  and  within 
the  limits  for  lAiich  it  was  designed  and  classed  is  outside  of  the  responsibility 
of  ABS. 

The  initial  sutmlttal  requesting  classification  for  Ranger  I  was 
received  by  ABS  in  April  of  1968  at  a  time  before  the  actual  publication  of 
these  Rules;  as  svich  the  early  stages  of  design  review  were  performed  by  ABS  in 
accordance  with  tlie  1968  "Drilling  Unit  Rules"  \<iiile  they  were  in  a  proposed 
form.  These  "Proposed  Rules"  were  essentially  the  same  as  the  1968  Rules  for 
Building  and  Classing  Offshore  Mobile  Drilling  Units  which  were  published  later 
in  1968.  Ranger  I,  then,  was  structurally  basically  in  conpliance  with  these 
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Rules  and  was  given  the  classification  designation  +A1  Drilling  Platform. 

After  RANGER  I  was  classed  and  until  the  time  of  its  casvialty  a 
period  of  about  ten  years  it  retained  its  classification  of  -fAl  Drilling  Platform. 
To  retain  classification  status  it  is  a  requirement  that  a  vessel  undergo  periodic 
and  damage  surveys.  As  classification  is  voluntary,  ABS  can  only  attend  at  the 
request  of  the  owner  and,  therefore,  it  is  incunbent  upon   the  owner  to  present 
the  vessel  for  these  surveys  as  specified  in  the  ABS  Rules.  The  purpose  of  these 
surveys  is  to  assure  that  the  vessel  continues  to  be  satisfactorily  maintained 
in  a  condition  fit  for  its  intended  service. 

Periodic  surveys  involve  the  inspection  of  hull  and  machinery  items 
and  are  required  on  an  annual  basis.  In  addition,  special  surveys  and  dry  dock 
surveys  are  required  at  more  extended  intervals  and  involve  a  more  detailed  in- 
spection. Additionally,  shoiild  a  vessel  experience  damage  vMch  affects  or  may 
affect  class,  it  is  to  be  submitted  by  the  owners  for  examination  by  the  ABS 
surveyors  as  required  by  the  Rules  and  all  repairs  found  necessary  by  the  sur- 
veyors are  to  be  carried  out  to  their  satisfaction. 

The  various  surveys  just  mentioned  are  specified  in  the  ABS  Rules; 
also,  ABS  distributes  special  instructions  to  its  svirveyors  (called  circulars  of 
instruction)  describing  the  survey  items  which  should  be  covered  by  the  periodic 
surveys.  These  serve  as  guidance  notes  for  surveyors'  use. 

The  Ranger  I  satisfactorily  completed  all  of  the  required  ABS  periodic 
surveys  during  its  ten-year  life  span.  The  last  set  of  sxjrveys  administered 
consisted  of  a  Special  Survey  (namely,  Special  Survey  #2)  as  well  as  an  Annual 
Survey,  Dry  Dock  Sinrvey,  Damage  Survey  following  leg  renewals  (replacement 
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cf  cJamaged  mid  to  upper  leg  sections  and  Load  Line  Survey.)  These  surveys  were 
carried  out  concurrently  over  the  period  of  12  February  to  22  April  1979. 

An  ABS  surveyor  with  24  years  of  field  survey  experience  conducted  all 
of  the  required  surveys  (except  the  JackUp  Survey  which  was  performed  by  another 
ABS  surveyor) .  As  he  stated  at  the  hearings  of  the  United  States  Coast  Guard 
inquiry  into  the  RANGER  I  casualty,  all  of  the  above  mentioned  surveys  as  re- 
quired were  condxicted  and  found  to  be  satisfactory. 

During  that  hearing  attention  was  directed  to  the  survey  of  the  lower 
legs,  as  the  lower  section  of  the  stem  leg  was  the  location  of  the  casualty. 
The  surveyor  testified  that  he  conducted  all  aspects  of  the  required  surveys  in 
a  normal  manner.  As  to  the  inspection  technique,  this  involved  a  visual  in- 
spection to  satisfy  himself  that  there  was  no  evidence  of  defects  or  damages. 

Further,  it  was  brought  out  in  the  testimony  that  in  inspecting  the 
lower  part  of  the  legs,  the  ABS  surveyor  was  acconpanied  by  a  Coast  Guard  in- 
spector who  independently  performed  the  same  type  of  survey.  The  Coast  Guard 
inspector  also  found  no  defects  or  problems,  thus  corroborating  the  findings  of 
the  ABS  surveyor. 

Based  upon  the  ABS  surveyor's  inspection,  RANGER  I  satisfactorily 
coipleted  its  ABS  Special  Survey,  Annual  Survey,  Dry  Dock  Survey  and  Damage 
Survey  and  was  considered  fit  for  its  intended  service.  This  was  the  condition 
of  the  unit  when  last  seen  by  ABS  personnel  on  22  April  1979.  It  is  our  under- 
standing that  subsequent  to  these  surveys,  Ranger  I  experienced  damages  requir- 
ing repairs  to  the  colunn  pinholes  (hole  in  the  colum  which  receive  jacking  pins) 
presumably  resiiLting  frcta  difficulties  during  jacking  operations.  It  is  possible 
that  the  loads  causing  such  damages  could  have  conpound  effects  in  other  structural 
locations.  ABS  records  do  not  show  that  any  ABS  surveyor  was  requested  to  attend 
the  Ranger  I  in  connection  with  these  damages  and  repairs  and,  therefore,  ABS  is 
not  able  to  provide  any  cotmient  in  this  regard. 
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26  July   1979 


S^r/c^  LJB:cg 
MM'/: 


The  Honorable  John  Murphy 

Chairman 

Select  Committee  On  The  Outer  Continental  Shelf 

Congressional  Annex  #  2   Room  3587 

300  D  Street,  S.  W 

Washington,  D.  C.  20515 

Subject:   Oversight  Hearings  on  the  RANGER  I 

Dear  Sir: 

During  my  attendance  at  the  hearing  of  the  subject  Committee  on 
Monday,  23  July  1979  I  was  handed  a  list  of  questions  which  time  did 
not  permit  the  Committee  to  deal  with.   It  was  requested  that  I  respond 
to  these  questions  that  had  not  been  dealt  with  and  accordingly  I  am  doing 
so  by  numbering  the  responses  to  coincide  with  the  question  list,  copy  of 
which  is  enclosed  for  your  reference. 

#2  Not  significantly .The  procedures  are  essentially  the 
same  with  some  differences  based  on  the  unique 
structure  involved  plus  applications  of  the  various 
appropriate  Rules.  With  regard  to  special  attention 
in  certain  areas  during  surveys  these  may  be  adjusted 
based  on  service  experience. 

_//3   I  cannot  say  that  we  have  any  special  difficulties  in 
classing  the  various  types  of  drilling  rigs  other  than 
that  there  are  a  number  of  configurations  each  of  which 
must  be  assessed  on  its  own  merits  and  for  the  specified 
design  conditions.   Also,  in  this  connection,  no  one  has 
the  hundreds  of  ship  yearns  of  experience  associated  with 
conventional  vessels  and  therefore  we  are  obliged  to 
depend  to  some  extent  on  engineering  analysis  to  es- 
tablish satisfactory  criteria.   With  regard  to  the 
subsequent  survey  of  a  completed  vessel  we  have  to  allow 
for  the  fact  that  some  of  the  very  large  units  are  of  such 
dimensions  that  they  cannot  be  dry  docked  and  therefore 
special  procedures  have  been  adopted  and  refined  over  the 
years' to  attain  the  equivalent  of  a  dry  dock  survey. 
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#4  The  instructions  to  Surveyors  are  a  body  of  information 
dealing  with  subjects  that  range  from  special  in- 
structions on  how  to  deal  with  a  particular  government, 
loadline  assignments  and  procedure  to  special  notes 
advising  them  to  pay  particular  attention  to  a  detail  or 
design  configuration  which  may  have  been  found  to  be 
troublesome  on  a  number  of  vessels.   This  body  of  in- 
structions is  under  continued  review  by  the  New  York 
headquarters'  staff  and  is  modified  and  updated  and 
sent  to  Field  Surveyors  on  a  basis  of  assessment  of 
Survey  Reports  on  hundreds  of  vessels  which  are  reviewed 
on  an  on  going  basis  in  order  to  detect  any  pattern  of 
difficulty  which  may  require  special  attention. 

#8  With  regard  to  changes  in  our  Rules  the  printed  document 
which  we  submitted  describes  the  process  of  rule 
development  for  mobile  drilling  units.   You  will  note 
that  since  the  subject  drilling  rig  was  constructed  there 
have  been  revised  additions  of  the  Rules  and  the  1973 
edition  which  is  currently  in  force  is  a  more  extensive 
volume.   It  is  contemplated  that  a  revised  version  which 
was  underway  prior  to  the  RANGER  I  incident  will  be 
published  at  the  end  of  this  year  or  1980.  With  regard 
to  our  survey  procedures  we  concur  with  the  Coast  Guard 
directive  regarding  the  requirement  for  a  non-destructive 
testing  of  the  weld  connection  of  the  legs  to  the  mat  deck. 
Accordingly,  we  have  arranged  instructions  for  such  testing 
to  become  part  of  the  survey  requirement  for  all  mat  type  _ 
jack-up  drilling  vessels  in  class. 

//9  The  American  Bureau  of  Shipping  survey  conducted  on  RANGER  I 
in  the  Alabama  shipyard  consisted  of  a  number  of  functions 
covering  annual  hull  survey,  machinery  survey,  loadline 
survey,  special  survey  #2  and  damage  surveys  together  with 
surveys  associated  with  renewals  and  replacement  of  various 
items.   All  of  these  surveys  were  completed  to  the  satis- 
faction of  the  Surveyor  and  he  recommended  that  the  vessel 
be  retained  in  class  subject  to  review  of  certain  gaugings 
of  hull  structure  which  subsequently  were  considered  satis- 
factory.  Therefore,  the  vessel  was  in  class  when  last  seen 
by  our  Surveyor  on  22  April  19  79. 

#10  We  have  difficult  with  the  word  "seaworthy"  as  it  is  applied 
in  many  different  ways  by  different  interests  and  different 
people.   Basically  the  American  Bureau  of  Shipping  only 
de'termines  whether  a  vessel  is  structurally  and  mechanically 
fit  to  perform  its  intended  service  and  we  do  this  by  applying 
the  appropriate  published  Rules.   I  do  not  feel  that  there 
is  a  basic  difference  between  the  Bureau's  requirements  and 
those  of  the  Coast  Guard  for  the  hull  and  machinery  of  a  vessel, 
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In  fact  in  number  of  Coast  Guard  regulations  reference  is 
made  to  acceptance  by  the  Coast  Guard  on  the  basis  of 
complying  with  the  standards  of  ABS.   This  is  covered 
in  detail  in  the  printed  material  we  have  submitted.   The 
term  "seaworthy"  as  applied  by  ABS  is  used  in  a  marine 
engineering  and  technical  sense  rather  than  the  various 
interpretations  used  in  other  fields  and  activities. 

U.S.C.G.  and  ABS  Questions 

The  IMCO  Code  contains  a  substantial  amount  of  material 
produced  by  the  Working  Party  on  Mobile  Drilling  Units  of 
the  International  Association  of  Classification  Societies 
(lACS)  of  which  ABS  is  the  Secretariat. 

This  was  in  response  to  a  request  by  IMCO  and  represented 

a  consensus  of  the  various  classification  societies'  standards 

and  practices  regarding  mobile  drilling  units. 

The  up  coming  new  Bureau  Rules  mentioned  previously  will 
cover  these  same  points  and  while  not  familiar  with  all 
of  the  details  I  feel  that  the  IMCO  Code  will  reflect  the 
existing  requirements  of  the  classification  societies. 

I  have  endeavored  to  answer  the  questions  in  the  same  manner  in  which 
I  believe  I  would  have  replied  to  them  on  Monday.   However,  if  there  is  any 
need  for  clarification  or  expansion  on  my  replies,  please  do  not  hesitate  to 
contact  me. 


enclosure 


Very  truly  yours, 

I.  E 
Senior  Vice  President 


''^.M 


L.  0.  Bates 
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QUESTIONS  FOR  THE  AMERI CAN,.BUREAU  OF  SHIPPING 


/^, 


'A- 


2. 


How  does  ABS  establish  its  requirements  for  vessels? 

How  does  it  assure  that  the  requirements  are  met? 

Do  ABS  procedures  regarding  Mobile  Offshore  Drilling  Units 
differ  significantly  from  those  used  in  classing  and 
inspecting  dry  cargo  vessels  and  bulk  carriers? 

If  so ,  how? 

What  difficulties,  if  any,  does  ABS  encounter  in  classing  and 
inspecting  mobile  drilling  units,  as  contrasted  with 
conventional  vessels? 


Z' 


/ 


\ 
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4.   How  does  the  ABS  develop  and  keep  current  instructions  used 
by  its  surveyors? 

Does  ABS  conduct  inspections  of  Mobile  Offshore  Drilling  Units 
on  site  in  the  drilling  mode?   .-  -  , 

If  so,  does  this  include  underwater  inspections? 

During  consideration  of  amending  the  Outer  Continental  Shelf 

Lands  Act  last  year,  it  was  suggested  that  a  requirement 
for  third  party  underwater  inspections  of  OCS  platforms 
should  be  written  into  the  Act.   What  are  your  views  on 
the  need  for  and  feasibility  of  such  a  proposal? 

Can  you  estimate  the  cost  to  industry,  should  such  a 
proposal  be  adopted?  ;-, 

Is  ABS  conducting  an  independent  investigation  of  the  Ranger  One 
incident? 

What  are  your  usual  procedures  in  such  a  case? 

8.  Recognizing  that  no  final  judgement  has  been  rendered  on  the 

cause  of  the  Ranger  One  collapse,  is  ABS  considering  any 
changes  in  its  rules  or  inspection  procedures  because 
of  the  accident? 

If  so,  what  is  their  nature? 

9.  While  Ranger  One  was  in  the  Alabama  shipyard,  the  Coast  Guard 

began  an  inspection  upon  request  from  APMC.   The  Coast 
Guard  discontinued  its  inspection  when  asked  to  do  so 
by  APMC.   What  about  the  ABS  inspection? 

Did  the  ABS  surveyor  complete  his  inspection  and  class 
the  vessel  ? 
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10. 


understand  that  a  vessel  may  be  adjudged  as  "seaworthy"  by 

ABS  and  yet  not  meet  Coast  Guard  construction,  equip- 
ment and  maintenance  standards.   Is  this  so? 

If  that  is  the  case,  please  explain  what  the  ABS 
determination  that  a  vessel  is  "seaworthy"  really 
means  . 


QUESTION  F'JR 

COAST  GUARD 

and 

AMERICAN  BUREAU  of  SHIPPING 


Please  comment  on  the  Code  for  the  Construction  and 
Equipment  of  Mobile  Off-Shore  Drilling  Units  recently  developed 
in  IMCO  and  to  be  considered  by  the  IMCO  Assembly  in  November. 
How  will  this  affect  your  standards  and  practices  regarding 
mobile  drilling  units? 
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Mr.  Bates.  The  American  Bureau  of  Shipping — or  ABS  as  we  are 
called — is  a  ship  classification  society  which  establishes  standards, 
known  as  rules,  for  the  design,  construction,  and  periodic  survey  of 
ships  and  other  marine  structures.  By  administering  these  rules,  a 
procedure  termed  classification,  ABS  assures  that  a  vessel  or  struc- 
ture is  mechanically  and  structurally  fit  for  its  intended  service. 

ABS  rules  are  established  through  a  committee  structure.  These 
committees  are  composed  of  individuals  from  industry  and  Govern- 
ment, eminent  in  their  marine  field,  who  serve  without  compensa- 
tion. The  committee  arrangement  has  the  distinct  advantage  of 
allowing  the  Government  and  all  segments  of  the  industry  to  par- 
ticipate in  developing  the  ABS  rules  and  thereby  making  them 
authoritative,  impartial,  and  thus  widely  recognized  and  respected. 

The  rules  for  building  and  classing  steel  vessels  are  the  basic 
ABS  standards  and  have  been  published  annually  since  1890.  In 
total,  ABS  publishes  12  separate  volumes  of  rules  which  are  estab- 
lished from  principles  of  naval  architecture,  marine  engineering, 
and  other  engineering  disciplines  that  have  proven  satisfactory  by 
service  experience  and  systematic  analysis. 

The  rules  describe  in  detail  the  best  modern  engineering  prac- 
tices for  the  design  and  construction  of  particular  commercial  ves- 
sels. However,  they  do  not  cover  the  operational  aspects  of  a  vessel. 
That  a  vessel  is  operated  safely  and  within  the  limits  for  which  it 
is  designed  and  classed,  is  outside  of  the  responsibility  or  cogni- 
zance of  classification. 

One  of  the  12  sets  of  rules  ABS  publishes  is  the  rules  for  building 
and  classing  offshore  mobile  drilling  units.  ABS  has  been  involved 
with  drilling  units  almost  from  the  time  of  their  inception  in  1950. 
As  a  result  of  this  and  the  position  of  ABS  as  a  self-regulatory 
society  of  the  marine  industry,  in  1965  the  offshore  industry 
through  its  Offshore  Operators  Committee  requested  ABS  to  devel- 
op standards   for  the  design   and   construction   of  drilling   units. 

For  this  purpose,  ABS  formed  a  special  committee  of  industry 
and  Government  experts  whose  collective  efforts  culminated  in  the 
publication  of  the  1968  ABS  Rules  for  Building  and  Classing  Off- 
shore Mobile  Drilling  Units — the  industry's  first  such  standards 
which  have  since  been  revised  in  a  1973  edition. 

The  design  plans  for  Ranger  One  were  submitted  prior  to  actual 
publication  of  the  1968  "Drilling  Unit  Rules."  Therefore,  ABS  tech- 
nical surveyors  applied  those  sections  of  a  proposed  version  of  the 
rules  which  were  considered  to  be  applicable  to  this  small,  limited 
service  unit,  and  the  hull  and  machinery  were  found  to  meet  the 
applicable  standards  of  strength  set  forth  herein. 

ABS  field  surveyors  then  conducted  continuous  surveys  of  the 
unit  from  keel  laying  to  delivery  to  assure  adherence  to  the  ap- 
proved drawings  and  to  see  that  the  workmanship  was  satisfactory. 

Upon  completion  of  Ranger  One,  its  "credentials"  were  presented 
to  the  ABS  classification  committee.  This  group,  comprised  of  ABS 
officers,  experts  from  the  maritime  industry  and  U.S.  Coast  Guard, 
performed  a  final  assessment  on  the  vessel  and  granted  it  official 
ABS  classification,  thereby  saying,  in  essence,  that  the  drilling  unit 
was  considered  to  be  structurally  in  compliance  with  the  require- 
ments of  the  American  Bureau  of  Shipping.  As  such,  it  was  given 
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the  classification  designation  S  -Al  Drilling  Platform. 

From  then,  until  the  time  of  its  casualty,  a  period  of  about  10 
years,  the  Ranger  One  retained  its  classification  status.  To  retain 
such  status,  it  is  a  requirement  that  a  vessel  be  presented  to  ABS 
for  periodic  surveys  as  specified  in  the  rules.  The  purpose  of  such 
surveys  is  to  assure  that  the  vessel  is  maintained  in  a  condition  fit 
for  its  intended  service.  In  addition,  when  a  vessel  experiences 
damage  which  affects  or  may  affect  class,  it  is  to  be  submitted  for 
examination  by  ABS  surveyors  and  any  repairs  found  necessary  by 
the  surveyors  are  to  be  carried  out  to  their  satisfaction. 

It  should  be  noted  that  as  classification  is  voluntary,  it  is  incum- 
bent upon  the  owner  or  their  representative  to  submit  their  vessel 
for  periodic  and  damage  surveys  as  specified  in  the  ABS  rules. 

The  last  set  of  surveys  conducted  by  ABS  on  Ranger  One  oc- 
curred over  the  period  of  February  12  to  April  22,  1979.  All  of  the 
ABS  surveys  as  required  wre  conducted  and  the  vessel  was  found 
or  placed  in  condition  satisfactory  to  the  surveyor. 

At  the  U.S.  Coast  Guard  hearing,  which  has  been  mentioned  by 
Admiral  Wallace,  attention  was  directed  to  the  survey  of  the  lower 
legs  as  the  lower  section  of  the  stern  leg  was  the  location  of  the 
fracture.  The  ABS  surveyor  that  attended  Ranger  One  testified 
that  he  conducted  all  aspects  of  the  required  surveys  in  a  normal 
manner;  this  involved  visual  inspection  of  clean  leg  surface  to 
satisfy  himself  there  was  no  damage  or  evidence  of  defects. 

It  was  further  brought  out  in  the  testimony  that  in  inspecting 
the  lower  part  of  the  legs,  the  ABS  surveyor  was  accompanied  by  a 
U.S.  Coast  Guard  inspector  who  independently  performed  the  same 
survey  and  also  came  to  the  same  conclusion.  The  Coast  Guard 
inspector  also  found  no  defects  or  damages  or  conditions  requiring 
further  examination. 

Based  upon  the  inspection  of  the  ABS  surveyor.  Ranger  One 
satisfactorily  completed  the  surveys  required  and  was  considered 
fit  for  its  intended  service.  This,  then,  was  the  condition  of  the  unit 
as  last  seen  by  ABS  on  April  22,  1979. 

This  completes  my  oral  presentation  and  I  will  be  pleased  to 
respond  to  any  questions  that  are  within  my  capability  to  answer. 

Thank  you,  Mr.  Chairman. 

Mr.  GiNN.  Mr.  Bates,  we  appreciate  very  much  your  statement. 
Also  it  has  come  to  the  attention  of  the  Chair  that  your  organiza- 
tion, in  order  to  get  your  statement  to  the  committee  on  time,  sent 
it  by  special  messenger.  The  Chair  would  like  to  commend  the 
American  Bureau  of  Shipping  for  your  efforts  in  this  regard,  and 
thank  you  for  your  courtesy  to  this  committee. 

Mr.  Sheehan.  Thank  you,  Mr.  Chairman. 

Mr.  GiNN.  Let  me  ask  you  this  question,  Mr.  Bates.  How  does 
ABS  establish  its  requirements  for  vessels? 

Mr.  Bates.  As  I  mentioned,  the  bureau,  because  of  its  independ- 
ent not-for-profit  nature,  is  able  to  call  upon  many  members  of  the 
marine  community  eminent  in  marine  affairs,  and  arrive  at  an 
arrangement  whereby  they  serve  on  committees  or  panels,  to  gen- 
erate what  is  considered  in  the  consensus  of  the  group  adequate 
requirements  for  the  design  and  construction  of  a  great  variety  of 
different  types  of  marine  structures  and  vessels. 
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Mr.  GiNN.  How  do  you  assure  that  the  requirements  are  met? 

Mr.  Bates.  We  conduct  surveys.  First  of  all,  if  an  owner  decides 
that  he  wishes  to  have  a  vessel  classed,  he  arranges  that  the  design 
be  submitted  to  our  technical  offices  for  review  for  compliance  with 
particular  applicable  rules,  and  after  this  has  taken  place,  then  the 
building  yard  receives  copies  of  the  approved  drawings,  and  our 
field  surveyors  receive  copies  of  the  approved  drawings,  and  the 
field  surveyor  attends  the  vessel  during  its  construction,  to  be  able 
to  witness  compliance  with  the  rules. 

At  the  same  time  various  offices  receive  also  indication  that  a 
vessel  is  to  be  built  to  class,  and  this  results  in  their  being  asked  to 
attend  various  manufacturers  of  material  or  equipment,  to  insure 
compliance  with  the  rules,  so  that  all  of  the  material  that  arrives 
in  the  shipyard  and  all  of  the  various  machinery  has  been  inspect- 
ed at  its  source  of  manufacture,  if  it  is  so  required  by  the  rules. 

Mr.  GiNN.  Does  ABS  conduct  inspections  of  mobile  offshore  drill- 
ing units  onsite  in  the  drilling  mode? 

Mr.  Bates.  Yes. 

Mr.  GiNN.  Does  this  include  underwater  inspections? 

Mr.  Bates.  We  do  not  conduct  underwater  inspections.  We  may 
in  the  event  of  a  suspected  damage  have  the  surveyor  rely  partially 
on  the  report  of  an  independent  diver,  but  none  of  our  surveyors 
are  divers  or  practice  their  surveying  underwater. 

Mr.  GiNN.  Is  there  a  reason  for  that?  Is  it  the  cost  involved? 

Mr.  Bates.  No.  It  is  just  not  considered  to  be  an  appropriate 
arrangement,  given  that  we  really  could  not  train  all  the  surveyors 
to  be  divers. 

Mr.  GiNN.  That  leads  to  my  next  quetion.  When  we  were  consid- 
ering amending  the  OCS  Lands  Act  last  year,  it  was  suggested  that 
a  requirement  for  third-party  underwater  inspection  of  OCS  plat- 
forms should  be  written  into  the  act.  What  are  your  views  on  the 
need  for  and  the  feasibility  of  such  a  proposal? 

Mr.  Bates.  You  mean  as  a  normal  course  of  practice? 

Mr.  GiNN.  Yes,  sir. 

Mr.  Bates.  I  am  not  qualified  to  seriously  assess  the  value  of 
divers'  reports.  I  have  never  been  a  field  surveyor  myself.  Some 
field  surveyors  that  I  know  have  claimed  that  the  reports  of  divers 
have  been  frequently  at  variance  with  what  was  finally  seen  when 
they  placed  a  vessel  on  drydock,  for  instance.  I  do  know,  on  the 
other  hand,  that  there  have  been  occasions  where  there  have  been 
rigs  that  were  on  a  site  drilling,  and  they  were  obliged  to  stay 
there  for  a  period  of  time,  and  that  there  was  some  part  of  the 
structure  underwater  which  had  been  considered  suspect,  and 
therefore  our  condition  was  that  it  be  frequently  inspected,  by  a 
diver,  in  order  to  satisfy  our  surveyor  that  there  was  no  progres- 
sive damage  occurring.  So  I  would  say  that  under  certain  circum- 
stances, when  damage  is  suspected,  the  information  obtained  by  a 
private  qualified  diver  would  certainly  be  of  value  in  assessing  the 
situation. 

Mr.  GiNN.  If  such  a  proposal  were  to  be  adopted,  would  you  have 
any  estimate  of  what  the  cost  to  the  industry  would  be? 

Mr.  Bates.  No,  I  couldn't  possibly. 

Mr.  GiNN.  Is  the  ABS  conducting  an  independent  investigation  of 
the  Ranger  One  incident? 
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Mr.  Bates.  Pardon,  sir? 

Mr.  GiNN.  Is  the  ABS  presently  conducting,  or  have  you  at  all 
conducted,  an  independent  investigation  of  the  Ranger  One 
incident? 

Mr.  Bates.  We  have  been  made  aware  of  the  investigation  that 
has  occurred.  As  you  may  know,  our  surveyor,  the  surveyor  who 
attended  the  rig  in  Mobile  was  one  of  the  people  who  testified  at 
the  hearing.  We  are  being  made  recipients  of  that  information  that 
is  being  developed,  and  we  would  assess  this  in  our  own  offices.  We 
certainly  are  following  with  great  interest  the  progress  of  the 
investigation. 

Mr.  GiNN.  Thank  you,  Mr.  Bates.  Mr.  Livingston. 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Just  briefly  because  we  do  have  a  quorum  call.  We  are  going  to 
have  to  go  answer  this  call  of  the  House.  Mr.  Bates,  could  you  tell 
me  of  those  incidents  where  divers  have  been  kept  on  board  or 
available,  have  there  been  any  failures  to  the  best  of  your  knowl- 
edge that  have  occurred,  notwithstanding  the  inspections  by  the 
divers? 

Mr.  Bates.  No,  and  I  think  you  remember  I  think  Admiral 
Wallace  said  this  is  the  first  time  such  a  failure  of  a  leg  has 
occurred,  other  than  in  the  course  of  a  hurricane  or  a  blowout  of  a 

well. 

Mr.  Livingston.  Certainly  it  would  not  be  feasible  to  keep  a 
diver  on  board  every  rig  at  all  times,  but  it  is  not  infeasible,  it  is 
not  unreasonable  to  suggest  that  a  diver  be  available  from  time  to 
time  when  you  have  severe  incidents  such  as  the  jumping  of  this 
particular  rig,  wouldn't  you  think? 

Mr.  Bates.  I  really  cannot  add  to  what  Admiral  Bell  said  on  that 
subject. 

Mr.  Livingston.  Thank  you,  sir. 

What  enforcement  powers  does  your  agency  have,  if  any? 

Mr.  Bates.  We  have  none. 

Mr.  Livingston.  You  make  requirements  for  the  industry? 

Mr.  Bates.  The  use  of  our  services  is  voluntary.  If  our  require- 
ments are  not  complied  with,  then  we  either  withdraw  or  suspend 
the  classsification. 

Mr.  Livingston.  For  insurance  purposes? 

Mr.  Bates.  That  is  only  one  part  of  it.  I  noticed  this  point  was 
made  before.  Maybe  I  might  elaborate  on  that.  Classification  to  the 
standards  of  a  recognized  classification  society  is  indication  that  a 
structure  or  vessel  complies  with  satisfactory  standards  for  the 
intended  service  of  the  structure.  This  information,  when  published 
in  a  record  or  register,  is  used  by  not  only  the  underwriters  to 
insure  the  hull  but  also  anyone  who  is  shipping  goods,  any  under- 
writer who  is  going  to  insure  a  cargo,  it  would  be  required  by  a 
cargo  underwriter  that  cargo  be  shipped  on  a  vessel  that  is  built 
and  maintained  in  class  as  a  means  of  guaranteeing  the  safe  arriv- 
al of  the  cargo.  It  would  be  also  a  source  of  information  for  a  bank, 
if  they  are  going  to  write  a  mortgage  on  a  vessel.  It  is  a  source  of 
information  for  one  who  wishes  to  charter  or  buy  a  vessel,  that  it 
meets  a  certain  standard,  so  there  are  many  other  benefits  derived 
from  classification. 
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Mr.  Livingston.  Would  your  agency  knowingly  certify  a  vessel 
that  was  in  the  twilight  zone  between  the  requirements  of  the 
Outer  Continental  Shelf  Lands  Act  and  that  other  legislation,  the 
Barge  Act? 

Mr.  Bates.  We  have  classed  barges  and  classed  vessels,  some  of 
which  fall  within  the  categories  mentioned  by  Admiral  Bell  and 
Mr.  Kash  I  mean,  a  great  number  of  the  vessels  that  are  in  the 
gulf  that  were  listed  before  are  classed  by  the  American  Bureau  of 
Shipping,  barges,  supply  boats,  drill  rigs,  et  cetera.  I  think  our 
statement  indicates  that  we  have  about  269  mobile  drilling  units  in 
class  with  the  bureau. 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Mr.  Ginn.  Thank  you. 

If  there  are  no  further  questions,  the  hearing  is  adjourned  to  the 
call  of  the  Chair. 

[The  following  report  was  submitted  for  inclusion  in  the  printed 
record  and  was  prepared  pursuant  to  the  request  of  Hon.  John  M. 
Murphy,  Chairman,  for  the  use  of  the  Select  Committee  on  the  Outer 
Continental  Shelf,  July  20,  1979,  by  R.  Adm.  Sidney  A.  Wallace,  U.S. 
Coast  Guard  (retired):] 


267 

REPORT  ON  "RANGER  ONE"  COLLAPSE 
The  Incident 


At  approximately  10:40  P.M.,  May  10,  1979,  the  mobile 
drilling  rig  "Ranger  One"  collapsed  while  jacked-up  for 
drilling  operations  in  the  Gulf  of  Mexico,  nine  miles  south- 
southeast  of  Galveston,  Texas.   The  upper  hull  separated  from 
the  supporting  mat,  floated  for  a  short  time,  then  sank.   Of 
thirty-two  -  men  on  board,   four  are  known  to  have  drowned,  four 
remain  missing.   The  remainder,  some  seriously  injured,  were 
rescued  by  boats  on  scene. 
Description  of  "Ranger  One" 

Ranger  One  was  a  self-propelled  jack-up  vessel  capable  of 
operating  in  water  in  depths  to  70  feet.   It  was  equipped  with 
a  heavy  duty  workover-drilling  rig,  nominally  rated  to  handle 
16,000  feet  of  2  7/8  inch  drill  pipe  or  9000  feet  of  4  1/2  inch 
drill  pipe. 

The  vessel  was  a  "mobile  offshore  drilling  unit",  a  term 
that  encompasses  a  variety  of  vessels  that  engage  in  exploration 
for  and  exploitation  of  gas  and  oil  reservoirs.   More  specifically 
it  was  classed  by  the  American  Bureau  of  Shipping  as  an  "A-1  self- 
elevating  drilling  unit".   It  comprised  three  major  components: 

1.)   Upper  hull:  115'  long,  74'  beam,  8'  deep,  containing 
the  rig,  all  working  and  living  areas,  a  helicopter  platform,  and  the 
propulsion  units. 

2.)   Supporting  mat:  110'  long,  84'  beam,  8'  deep,  with  a 
2'  skirt  along  the  outer  and  inner  perimeter  (the  mat  was  a 
rectangular  "doughnut"  in  shape). 
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3.)  Three  cylindrical  columns  (legs):  4'  diameter,  125'  long, 
connected  to  the  upper  hull  by  a  hydraulic  jacking  system  and 
terminated  at  the  lower  ends  as  integral  parts  of  the  supporting 
mat. 

See  the  attached  descriptive  brochure  (Attachment  1)  for 
details  and  pictures. 
SEQUENCE  OF  EVENTS 

Ranger  One,  owned  and  operated  by  Atlantic  Pacific  Marine  Corp., 
entered  the  Alabama  Drydock  and  Shipbuilding  (  ADSCQ)  yard  in  Mobile, 
Alabama  in  February,  1979.  Purpose:  periodic  survey,  maintenance, 
and  equipment  upgrade.  Work  Included  extensive  replacement  of 
sections  of  all  three  legs.  On  application  by  Atlantic  Pacific, 
the  Coast  Guard  commenced  an  inspection  of  the  unit  in  the  yard  but 
discontinued  the  inspection  at  the  request  of  Atlantic  Pacific  rep- 
resentatives. Reportedly,  this  was  because  the  Coast  Guard  inspectors 
had  indicated  that  no  certificate  of  inspection  could  be  issued  with- 
out vessel  stability  tests  and  specified  work  on  the  propulsion  units 
and  other  equipment.  Atlantic  Pacific  had  committed  the  unit  to  drill- 
ing operations  for  Mitchell  Energy  Offshore  Corp.,  and  the  agreed  time 
to  commence  operations  precluded  completion  of  all  yard  work,  including 
Coast  Guard  requirements  for  issuance  of  a  certificate.  (Note:  Under 
the  law,  the  unit  was  deemed  to  be  an  uninspected  vessel.  The  owner 
could  and  did  request  a  Coast  Guard  inspection  in  order  to  obtain  a 
certificate  of  inspection.  The  Coast  Guard  felt  that  it  had  no  authority 
to  complete  the  inspection,  however,  once  the  company  withdrew  its 
request,  whatever  the  reason.  Reputedly,  an  uninspected  vessel  that 
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voluntarily  qualifies  for  a  Coast  Guard  certificate  of  inspection 
■ealizes  some  benefits  with  respect  to  insurance  rates  and,  when  in 
Foreign  waters,  freedom  from  local  inspection  through  recognition 
)f  the  U.S.  certificate.) 

Ranger  One  left  the  yard  in  mid-April.  Its  entry  into  the 
5ulf  of  Mexico  was  delayed  because  of  weather.  This  occasioned 
J  jacking  operation  (for  comfort  while  waiting  for  improvement  in 
«/eather  conditions)  that  identified  a  problem:  a  number  of  keyholes 
in  the  legs  were  found  to  be  too  small  to  receive  the  jacking  keys. 
This  condition  was  corrected  by  cutting  the  sides  of  the  holes  to 
proper  size.  The  unit  then  proceeded  to  Fouchon,  Louisiana,  arriving 
there  on  April  27.  Further  work  was  done  on  the  legs  by  ADSCO  em- 
ployees, flown  to  Fouchon  for  the  job.  Additional  work  (wrapping  up 
projects  begun  in  the  yard)  was  conducted  on  equipment  in  the  upper 
hull  work  area. 

The  unit  then  proceeded  to  "Block  189L,  Galveston  area",  arriving 
May  6.  The  unit  jacked  up  and  commenced  driving  "drive  pipe"  (new  well) 
adjacent  to  an  existing  well.  This  operation  was  under  contract  to 
Mitchell  Energy,  lessee  of  the  block. 

On  May  9,  the  supply  boat.  Delta  Seahorse,  contacted  ("brushed") 
th- starboard  bow  leg  of  Ranger  One  while  attempting  to  moor  alongside 
to  transfer  cargo.  Unit  personnel  inspected  for  damage,  seemed  satis- 
fied, and  warned  the  boat  to  stay  away  from  the  legs.  No  damage  was 
apparent  from  the  boat. 
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On  May  10,  at  3  -  5  P.M.,  Ranger  One  moved  (variously  des- 
cribed by  witnesses  as  a  "jump",  "drop",  or  "shudder").  The 
Delta  Seahorse, moored  to  the  unit  and  transferring  cargo,  was 
well  clear  of  the  legs  at  the  time.  Unit  personnel  checked  the 
pins  (which  link  the  upper  hull  to  the  legs)  and  the  inclinometer. 
All  indications  were  normal  and  work  resumed.  The  Mitchell  Energy 
representative  on  the  unit  radioed  his  company  that  he  "had  the 
hell  scared  out  of  him".  One  worker  quit  his  job  (allegedly,  "scared 
of  the  rig")  and  was  transported  ashore  by  crew  boat. 

Later  that  day,  at  approximately  10:40  P.M.,  the  stern  leg 
failed  and  Ranger  One  fell  into  the  water  stern  first,  breaking  the 
two  bow  legs  in  the  process.  The  upper  hull  struck  the  Delta  Sea- 
horse when  it  fell,  inflicting  moderate  damage  to  the  boat's  stern. 
The  crew  of  the  boat,  which  was  moored  to  the  unit  at  the  time,  cut 
the  mooring  hawsers,  but  kept  the  boat  on  anchor,  throwing  life  saving 
equipment  to  the  men  in  the  water  and  transmitting  a  Mayday.  A  tug, 
towing  another  unit  nearby,  joined  the  rescue  operations.  Thirty 
men  had  been  on  Ranger  One  at  the  time  of  the  collapse.  Twenty-two 
were  rescued  (some  seriously  injured);  four  were  drowned,  fourremain 
missing. 
MARINE  BOARD 

On  May  11,  Coast  Guard  Headquarters  in  Washington  ordered  a  Marine 
Board  of  Investigation  to  convene  under  authority  of  46  USC  239 
(R.S.  4450)  and  the  Outer  Continental  Shelf  Lands  Act  Amendments  of 
1978.  Out  of  town  members  arrived  on  May  13,  and  the  Board  visited 
the  scene  of  the  collapse  and  a  sister  rig.  Ranger  Three,  on  May  14. 
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The  Board  formally  convened  on  May  16  and  commenced  taking  testi- 
mony. A  statement  by  the  Chairman,  Select  Committee  on  the  Outer 
Continental  Shelf,  was  read  and  entered  into  the  record  before  the 
first  witness  was  called.  (Attachment  2  to  this  report.)  The 
Board  is  expected  to  follow  normal  procedures  for  such  investi- 
gations, taking  testimony  of  all  available  witnesses,  then  adjourn- 
ing while  metallurgical,  engineering,  and  other  analyses  are  con- 
ducted. 

The  final  results  of  the  Board  cannot  be  expected  to  become 
available  for  several  months. 

Board  membership:  Three  Coast  Guard  officers  (Captain,  Com- 
mander, Lieutenant  Commander),  one  Geological  Survey  official. 
The  Board  has  several  investigating  officers  assisting  it  and  has 
contracted  for  technical  experts  (e.g.,  for  analysis  of  failed  leg 
components) . 

Parties  in  Interest: 

1.  Atlantic  Pacific  Marine  Corp.  --  owner  of  Ranger  One. 

2.  Mitchell  Energy  Offshore  Corp.  --  lessee  of  block  that 
unit  was  working. 

3.  Seahorse,  Inc.,  and  its  subsidiary.  Offshore  Crews,  Inc., 
owner  and  operator  of  Delta  Seahorse. 

4.  Alabama  Drydock  and  Shipbuilding  Corp.  --  shipyard  that 
worked  on  the  unit. 
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Finding  the  cause 

By  May  22,  all  legs  had  been  recovered  through  salvage  opera- 
tions. The  aft  leg  broke  6-12  inches  above  the  mat  (the  struc- 
ture that  rests  on  the  sea  bed).  This  was  a  section  of  the  leg 
that  had  not  been  replaced  in  the  shipyard.  The  break  appeared  to 
be  a  fatigue  type  failure  and  was  concentric  to  the  leg,  with  frac- 
ture face  peened  through  working.  Present  assessment:  The  leg 
cracked  at  4  P.M.  and  worked  until  10:40  P.M.,  when  it  failed. 

The  metallurgical  analysis  of  the  legs  and  the  engineering 
analysis  of  the  forces  on  the  unit  structure  are  underway.  The 
results  are  not  expected  to  be  available  for  several  weeks.  These 
analyses,  plus  the  exhibits  and  testimony  already  on  the  record, 
will  provide  the  Marine  Board  with  the  facts  necessary  to  reach  a 
conclusion  on  the  factors  leading  to  the  failure  of  the  stern  leg. 
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ATTACHEMNT  1 
Brochure  on  Ranger  One 


Atlantic  Pacific 

Marine  Corporation 
Ranger  I 


.1  (- 


Marine  Mobile  Call  Letters:  VHF-WZC  9476  Channel  16  Voice  Call 


Self-propelled  jack-up  vessel  capable  of  operating  ip'-. 
water  to  70'  and  equipped  witfi  heavy-duty  '  . 

workover-drilling  rig  nominally  rated  to  handle  16,000' 
of  2'/b"  drill  pipe  or  9.000'  of  4'/?"  drill  pipe. 

Vessel 

Designed  and  constructed  by  Bethlehem  Steel  Corp. 
in  accordance  with  the  rules  of  the  American  Bureau 
of  Shipping  (ABS  class:  A-1  self  elevating  drilling  unit) 
and  comprised  of  three  major  components: 

(1 )  Upper  Hull,  1 1 5'  long  x  74'  beam  x  8'  deep, 
containing  complete  rig,  all  working  and  living 
areas,  heliport  and  propulsion  units 

(2)  Supporting  fvlat,  1 1 0'  long  x  84'  beam  x  8'  deep, 
with  a  2  loot  skirt  along  the  outer  and  inner 
perimeter,  designed  for  a  wide  range  of  soil 
conditions,  including  the  very  soft,  unconsolidated 
soils  of  the  delta  area  offshore  Louisiana. 

(3)  Three  Cylindrical  Columns,  4'  diameter  x  125' 
long,  connected  to  the  upper  hull  by  a  hydraulic 
jacking  system  and  terminating  at  the  lower  ends 
as  an  integral  part  of  the  supporting  mat. 

Propulsion  System 

2-800  HP,  ABS  approved.  Murray  &  Treguriha 
Harbormaster  right  angle  drive  360  degrees  revolving 
propulsion  units,  with  68"  diameter  screws,  each 
powered  by  1  Caterpillar  fvlodel  D379B-TA  diesel 
engine  (665  HP  each-1330  HP  total). 

Jacking  System 

Bethlehem  electro-hydraulic  jacking  system  providing 


an  8'  working  stroke  which  can  be  locked-off  at  4' 
increments  on  the  columns.  All  jacking  controls  are 
centrally  located  in  the  pilot  control-house. 

Skid  Beams 

Substructure,  derrick,  drawworks  and  rotary  are 
mounted  on  2— 8'  high  x  52'  long  skid  beams  which 
travel  longitudinally  and  are  designed  to  support  a 
combined  hook  and  setback  load  of  250,000  lb.  with 
rotary  extended  25'  forward  from  the  bow  of  elevated 
upper  hull  (35'  forward  from  the  supporting  mat)  or 
300.000  lb.  with  rotary  extended  10'  forward  from 
the  bow. 

Drawworks 

Franks  Ivlodel  1 287A  double  drum  drawworks  with  1 5" 
Triple  Parkersburg  "B"  hydromatic  brake,  1  Vs"  drill 
line,  10.000'  of  Vi"  coring  line,  powered  by 
2-Caterpillar  Model  D-343T  diesel  engines  (630  HP). 

Traveling  System 

160-ton  Ideco  Shorty  traveling  block-hook 
combination  with  4  36"  x  1 '/»"  sheaves. 
Continental-Emsco  type  ljA-200  ton  swivel. 

Mast  and  Substructure 

127'  Lee  C.  Moore  Mast,  288,000  lb.  hook  load 
capacity  with  eight  lines:  14'  high  x  46'/2'  wide  x  27' 
long  unitized  substructure  (1 1'  clear  height  and  35' 
clear  width). 

Rotary 

18"  Brewster  type  RHS  rotary  table,  driven  by 
drawworks  engines.  4%"  x  41'  kelly. 
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Pumps 

1—7'//'  X  16"  Continental-Emsco  Model  DA-500  mud 
pump  (500  input  HP)  with  Brewster  two-speed 
transmission  powered  by  1— Caterpillar  Model 
D-379-B  TA  diesel  engine  (665  HP)  remotely 
controlled  at  driller's  console. 

2—4"  X  8"  Halliburton  HT-400  triplex  plunger  pumps 
(12,000  psi  maximum  pressure),  each  powered  by 
1-GM  Model  8V-71  diesel  engine  (290  HP)  with 
Allison  TG-602  three  speed  torqmatic  transmission 
1— Halliburton  44-L  mixing  skid  consisting  of  20  bbl. 
calibrated  tank,  cementer's  mixing  console,  and 
Demming  44-L  centrifugal  pump  for  low-pressure 
cement  mixing  and  5"  x  6"  Mission  centrifugal  pump 
for  mud  mixing  and  high  volume  mud  tank  circulation. 
Both  pumps  are  independently  driven  by  1— GM  Model 
471  diesel  engine  (148  HP). 

B.O.P. 

2-10"series  1500  Cameron  QRC 

1-10"  series  1500  Hydnl  GK 

1—5000  psi  WP  BOP  choke  and  kill  line  manifold  with 

Cameron  HCR  hydraulically  operated  valve 
1— Koomey  5  station  closing  unit  with  80  gallon 

accumulator  and  remote  control  station. 

Generators 

2-200KW  AC  EM-BEMAC  II,  ABS  approved, 
brushless  marine  type  generators  designed  for  parallel 


operation— powered  by  2  Caterpillar  D-343  TA  diesel 
engines  providing  100%  stand  by  capacity. 
Electrical  system,  including  generators,  motors,  lights, 
and  appliances  for  ship  and  rig  service,  meets  National 
Electric  Code  Class  1 ,  Div.  2,  Group  D  (which 
prohibits  the  use  of  exposed  electrical  arcing  devices). 

Crane 

One  Joe  Stine  30-ton  crane  with  70'  boom  length, 
rated  at  20,800  lb.  at  a  radius  of  40'  powered  by 
1-GM  Model  471  diesel  engine  (148  HP),  complete 
with  Martin-Decker  crane  weight  indicator. 

Storage  Capacities 

Fuel        700  Bbl. 

Potable  Water  300  Bbl. 

Fresh  Water 400  Bbl. 

Liquid  Mud-(Active  System) 350  Bbl. 

Sack  Mud  or  Cement 1000  sacks 

Bulk  Mud  or 
Cement  Storage  820  cu.  ft.  "P"  tank 

Quarters  and  Pilot  Control  House 

Air  conditioned  accommodations  for  30  men. 
including  galley,  office,  sleeping  quarters,  bath 
facilities  and  recreation  area 

30'  X  30'  Heliport. 

Pilot  control  house  equipped  with  radar  system, 
fathometer,  jacking  controls,  and  propulsion  controls. 
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ATTACHMENT  2 
Chairman's  Statenent  to  Marine 
Board,  May  16,  1979 


Statement  by 

The  Honorable  John  M.  Murphy 

Chairman,  Select  Committee  on  the  Outer  Continental  Shelf 

at  hearings  of  the  Coast  Guard  Marine  Board 

inquiring  into  the  Ranger  One  incident 

May  16,  1979 

Galveston,  Texas 

In  1978,  President  Carter  signed  into  law  Public  Law  95-372, 
the  Outer  Continental  Shelf  Lands  Act  Amendments  of  1978. 


The  purpose  of  this  landmark  legislation  was  to  establish 
a  new  regime  for  development  of  the  Outer  Continental  Shelf.   It 
was  my  privilege  to  be  the  author  and  principal  proponent  of  this 
vital  legislation. 

One  of  the  principal  purposes  of  the  1978  OCS  law  revision 
was  to  assure  optimal  safety  standards.   There  can  be  no  matter 
of  greater  concern  to  public  officials  than  the  protection  of 
human  life,  especially  in  high  risk  areas  such  as  the  Shelf. 

Under  Section  208  of  the  Act,  a  new  Section  21  was  added  to 
the  original  1953  legislation.   This  provision  and,  in  addition, 
Section  3  of  the  Outer  Continental  Shelf  Lands  Act  make  it  explicit 
policy  that  operations  on  the  Outer  Continental  Shelf  should  be 
conducted  in  a  safe  manner  by  well  trained  personnel,  using  tech- 
nological precautions  and  techniques  sufficient  to  prevent  or 
minimize  the  likelihood  of  blow-outs,  loss  of  well  control,  fires, 
spillages,  or  other  occurrences  that  may  cause  damage  to  the  en- 
vironment or  to  property  or  that  may  endanger  life. 

Because  the  issue  of  offshore  safety  is  of  such  vital 
importance  to  the  Congress,  I  have  directed  Members  of  the  staff 
of  the  Select  Committee  on  the  Outer  Continental  Shelf  immediately 
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statement  by  Hon.  John  M.  Murphy 
Page  2 

to  underfake  a  thorough  investigation  of  the  events  surrounding 

the  tragedy  of  May  10th  and  11th. 

Our  intent  is  not  to  influence  or  obstruct  in  any  way 

the  efforts  of  executive  agencies.   On  the  contrary,  it  is  hoped 

that  we  in  the  Congress  will  be  able  to  act  in  partnership  with 

the  appropriate  Executive  departments  and  demonstrate  to  the 

people  that  Government  can,  indeed,  perform  effectively  on  their 

behalf,  especially  when  life  or  death  are  at  issue. 


277 


ATTACHEMNT  3 
Search  and  Rescue  File 
Ranger  One  Incident 


/- 


DrPARTMENT  OF  TRANSPORTATION 


DAILY 
OPERATIONS  HIGHLIGHTS 


0900Z 
FLAG  PLOT  (G-0FP.74)  d*tE:  U   may   1979 

U.  S.  COAST  GUARD  HEADQUARTERS  QjC^ 


WASHINGTON,  D.  C  »590 
202/426-1830 


CCCD8:  SPECIAL  INTEREST  CASE 

M/V  DELTA  SEAHORSE  (US) /OIL  RIG  -  COLLISION  -  TEXAS 
Uite  last  nlghc  this  crew  boat  collided  with  an  oil  rig  nine  miles  south  south- 
cast  of  Galveston.   The  rig  partially  collapsed  submerging  the  living  quarters 
underwater.   Of  the  35  persdns  on  the  oil  rig  24  were  recovered,  three  with 

serious  injuries  and  eleven  men  are  reported  missing.   The  crewboat  is  reported 

f  .  • 

In  no  immediate  danger.   An  iftH52  helicopter  from  Coast  Guard  Air  station  HOUSTON 
evacuated  two  of  the  injured  to  a  Galveston  Hospital.   Helicopters  from  Coast 
Guard  Air  Stations  HOUSTON  and  NEW  ORLEANS.'CgC  POINT  MONROE,  a  motor  lifeboat 
from  Coast  Guard  Station  GALVESTON,  10  civilian  vessels  and  divers  are  conducting 
a  searcli  for  the  \\    missing  men.   CASE  PENDS. 


CCGU3:  P/C  HY-e-^bO-BU  -  FIRE  -  NEW  YORK 

Ycsterd.iy  this  28  foot  pleasure  craft,  with  five  persons  on  board,  was  reported 
on  fire  In  Moriches  Bay.   Utility  boats  from  Coast  Guard  Station  MORICHES 
recovered  the  five  persons^  suffering  from  first  and  second  degree  burns^from  a 
ncarl)y  vessel  and  transported  them  to  the  station  for  further  transfer  to  a 
hospital.   The  vessel  burned  out  and  was  grounded.   CASE  CLOSED. 
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CCCD7:  P/C  LUCKY  III  (US)  -  MARIJUANA  TRAFFICKING  -  FLORIDA 

Wednesday  morning  a  utility  boat  from  Coast  Guard  Station  FORT  LAUDERDALE 
Intercepted  this  38  foot  pleasure  craft  entering  Hillsboro  Inlet.    A  joint 
Coast  Guard  and  U.S.  Customs  boarding  party  located  two  men,  900  pounds  of 
marijuana  and  a  30  caliber  carbine  on  the  vessel.   The  vessel  was  seized  and 
the  two  men  arrested  by  Customs.   CASE  CLOSED. 


CCGD8:  F/V  MISS  ANITA  (US)  -  SUNK  -  TEXAS 

Wednesday  debris  from  this  36  foot  fishing  vessel  was  located  in  the  Houston 
Ship  Channel  10  miles  north  of-  Galveston.   Two  men  were  reported  on  board  when 
it  was  last  seen.   Utility  boats  from  Coast  Guard  Group  GALVESTON,  HH52  heli-i 
copter  from  Coast  Guard  Air  Station  HOUSTON  and  local  sheriffs  divers  searched 
Wednesday  and  Thursday.  Numetpus  pieces  of  debris  were  recovered  but  the  two 

r 

men  remain  missing.   ACTIVE  SEARCH  SUSPENBED  PENDING  FURTHER  DEVELOPMENTS. 


R.  E.  GRONBERG,  LCDR/  USCG 
Duty  Officer 
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R     I-miOTlZ    MAY    79 

FM    CCr.PEinUT    NEV   ORLEANS    LA 

TO    CC/COMLANTAREA    COGARD    MEW   YORK    NY 

INFO  wc/corni  cogard  Washington  dc 

ZEN/COGARD    MSO   GALVESTON    TX  '-'" 

DT 

UNCLAS    //N 16 106// 

OPC   TO    AOSR 

SITREP    FIVE    AND   FINAL    RIG    RANGER    I    COLLAPSED  GULF   OF    MEXICO 

A.    riY    I30322Z    MAY    79  -• 

1.  SITUATION 

A.  WX  O/S:  WIND  I20/5KTS,  SEAS  090/2  FT,  VIS  lONM 
P.  VERY  LIGHT  DIESEL  OIL  SHEEN  COMING  FROM  WRECK,  CGC  BLACXTHORN 
DEEMED  CLEANUP  UNFEASABLE.  - 

C.  BLACKTHORN  O/S  SUPPORTING  COMERCIAL  DIVERS. 

2.  ACTION 

A.  I32220Z  DIVERS  RECOVERD  1  BODY  FROM  WRECK 

P.  2230Z  DIVERS  COMPLETED  SEARCH  OF  INTERIOR  SPACES,  SECURED 
DIVING  OPS. 

C.  2250Z  BLACKTHORN  DEPARTED  SCENE 

3.  ACTIVE  SEARCH  SUSPENDED  PENDING  FURTHUR  DEVELOPMENTS.  7  POB   - 
MISSING. 
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STATS  TO  DATE 
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P   R     |3032?;7.    NAY 

FM    CCGPElnHT    HEW   ORLEANS    LA 

TO    CC/COMLANTAREA    COGARD    NEV.'   YORK    NY 

INFO    WC/COMDT    COGARD    WASHIHGTOfl    DC 

BT 

UNCLAS  //N16I06// 

OPC  TO  AOSR 

DISTRESS    SITREP   FOUR   RIG   RANGER    I    COLLAPSED  GULF  OP; MEXICO 

A.    MY    l?.0356Z    MAY    79 

1,    SITUATION 

A.  8    POP    REMAIN    MISSIHG 

B.  CGC  BLACKTHORN   0 /S    SUPPORTING    COMMERCIAL    DIVERS 

C.  WX  O/S:    VIND    3^0/1?^    KTS,    SEAS    ZA0/9.-2    FT,    VIS    10    NM. 
P.     1P.1I207.    RIGS   REMAINING    LEG    WEAKENED    DUE   WX,    RIG    SANK    IN    POSIT 

RIG    LAYING    FLAT   ON    MUD   BOTTOM    IN    57   FT   OF   WATER. 


2P 

-ION    9  4-42W.    1 

2. 

ACTION 

A.     !I4nz    A/S 

P.     lAP.n    CGC 

C.     \AA57.    H52 

H5^   RESUMED    SEARCH    FOR    PIW 
BLACKTHORN    ANCHORED   OVER    RIG. 

SECURED.    POD. FDR    SHORELINE    75    PCT,   OFFSHORE    05    PCT 
FOR    PIW. 

D.  [lA'^Z    WX   CLEARING,    PLACKTHOHN    RES.UMED    DIVING    OPS.    DIVERS 
SEARCHED    TOST   OF    RIG    LIVING    SPACES,     NO    PERSONNEL    LOCATFD. 

E.  PIOIZ    A/S    CORPUS    C15I    AB N    ENR    SCHOLES    FIELD,    GALVESTON 
WITH    ADDITIONAL    DIVING    GEAR. 

F.  ?.?.10Z    A/S   HOUSTON    H52    RDVZ    WITH    CI31,    TRANS    2    DIVERS    AND    APPROX 
500   LB    EQUIPMENT    TO   BLACKTHORN. 

3.  PLANS 

A.  SUSPEND  AIR  AND  SURFACE  SEARCH. 

D.  BLACKTHORN  CONTINUE  TO  SUPPORT  COMMERCIAL  DIVING  OPS  UNTIL  ALL 
SPACES  SEARCHED.  DIVING  TO  CONTINUE  THROUGH  NIGHT  OF  12/13  MAY. 

4.  SAR  STATS  TO  DATE 

A/S  HOUSTON  H52      13  SORTIES       iA.5    HRS  AB N 
A/S  CORPUS  C13I       I  SORTIE         2.0  HRS  APN 
CGC  BLACKTHORN        1  SORTIE        36.0  HRS  U/W 
OTHER  UNITS  AS  PER  REF  A. 
BT 
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PTTUZYUW  nUCLf '-.'^6213   1320422-Ui;'JU--"UEEJG^.  R  F  C  F  1       1 

?J^-.  UUU'JU  .  I-  V  I-  I   ■ 

P  1203%Z  ra  79  ,  .,..      ,Q      n         ,7 

Tj    ■UF.LU'E'^/OjfL'^NTa^E-"'   CJG-\- D  NEW   Yo;K  NY 

INFO  i-UEBJGA/Cjf^DT  COC^hD  UV^SHINGTuN  DC  '  NFO 

CG  G'-NC 

BT 

IMCL^S  //'NI6106// 

DIST'ESf:  SIT'EP  THiiEE  RIG  QJLLAPSED 

1.  SITU^'TUN 
e.   EIGKT  PtrSONS  REMAIN  UNLOCiTED 
9.    CGC  oUCKTHOnN  ANCHLt:ED  U/S  AUDITING  WX  TJ  ABATE  FUH  FURTHER 

DIVING  OPS 

C.   iVG  VX:    WIND  240T  42   KT9,    6f  ^  5   FT  VIS  5  W,    HLAVY  RciN. 

2.  fiCTI'JN 
A.   2347".  HJU  >52  CG1441    0/S 

E.  2359i-.  4   rt.ASuNS  hECOVEf^ED  FhOM  HAFT  AND  T-'KEN  TU  GALV  BY 
>62  CG144I 

C.  0021  K  2   INJU'-FD  PEi-SuNS  EVftC.'D  T:;  G^-'LV  BY  2ND  H52  CGI 422. 

D.  PIWK  2   PFSJNS  FV^fP  T)  G'l  V  PY  F5?  rni441 

F.  Pl-'V-.   I    INJUctD  EV,>C*D  TJ  G.-^LV  PY  CGI 422 
F.  ei24  <  f>^LV  MB  u/S 

n.  nc>P7-!  t'y  D-jriNIQUF  FNk-  P-"-?  G'LV  WITH  17   ■'DDITIONCL  SURVIVES. 

M.  eo44r  \^2  CG1441   Tr.'NGPUiTFD  2  DIVE^-S  FM  W  SPNDUKAN  TO  SCENE. 

I.  C133n''.  PT  MOtJ-.UF   J/S  rSSUt^ED-J3C.   MLB  RELEOSED 

J.  0409-,  H52   CGI 441   T.v'NSP'J-.TLD  2   r.DDITlJM^^V  DIVE'^S  TU  SCENE  FftiT 

W  SrtNDJK'N. 

K.   C25C.n  o/S  NjU  HJ    J/S  P  .uVIDING  aDDITRNftL  ILLUCI NATION. 

L.   R75e..  SANDOKAN  DIVEn   ST-''TF  NjT  i;ECOF!<FNDF.D  TO  DIVE  DUE  TO 
PIG  "^^BILITY. 

r^.  ag'iOF.  cgc  blackthukn  u/w  with  ii  Divf-s  ond  equipi^ent  provided 

BY  .*>TLfNTIC  AND  P.'-CIFIC  KAWIKE. 

N.    ll-^R"  CGC  PLaCKTHUKN  .iNCHO'  FD  -VS  CCWENCED  DIVING  CPS 

0.    1643'<  ACFT   SECURED  DUE  WX. 

P.    1755!)  DIVING  UPS  TFMP  fECU-'ED  DUE  W. 

Q.    l?15i.  PT  KONIOE  HELE-SED. 

3.  S«  ;  ST'TS  TO  DATF 
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ft.    CimfiUF  DIVING  OPS  FRO"  CGG  pL'CKTHo'-N  aS  VX  PFMrilT.j 

B.    CcNTI'^'JF.  SUFoCE  SEf  <CH  UTILIZING  Hl-U  H52  AT   FPST  LIRHT. 

5.  fDDITI  iM^L   INFj 

ft.    CL>'UL->TIVE   Pon  uVE'.  P2  PL  CEN1   IN  VIC   JF  DFnPIS  AND  DMP 

P.    Df'3  D^IFT  24?T   1.3   KT'^. 
FT 
#6213 


282 


W5'JVZrzCGJA04  I 

PTTUZY'JJ  ■■iVClf'JCCeeZ   l3ll62a-UUUU"PUE.BJGa. 

ZNV  LUL'UU 
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U^CLbS  //N16732// 

Ti)  G-MMI 

MAJOR  MARINE  CASUALTY  JACK-UP   ilG  RANGER   I    (O.N.   517767) 

OXLAPSED  102240K  MAY  79  APPROX  12  MI   SUUTH  OF  GALVESTON 

»ETTY  WITH  MULTIPLE  LOSS  OF  LIFE  SUSPECTED. 

1.  THIS  C'JNFIRMS  TELECOM  MSO  G^VLSTJN  (CAPT  OLSEN)    AND  CCGDEIGHt 
(CART  WELSH)    AND  TELECON  MSa  GALVESTON   (CAPT  OLSEN)   AND  COMDT 

H1I   (CAPT  HAMPTON)    ON  U   MAY  79. 

2.  '<I6  POSITION  29-09N  94-4 IW. 

3.  OWNER  ATLANTIC  PACIFIC  MARINE  CUhP,    HOUST'jN,    TX  713-783-0910. 

4.  34  PUB  AT  TIME  OF  CASUALTY.  8  fJEMfilN  MISSING  AND  FEARED  LOST. 

5.  MG  IS  U.S.,    UNINSPECTED. 

6.  MARINE  BOAI<D  OF  INVESTIGATION   IS  FJECOMMENDED. 
ET 
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P    I  I lOOIZ    MAY    7? 

FM    CCGPEIfiHT    NEW   ORLEAfIS    LA 

TO    CC/COMLAMTAHEA   COGaRD    NEW   YORK    NY 

INFO    WC/COMOT    COGARD    WASHINGTON    DC 

BT 

UNCLAS  //N16I00// 

OPC  TO  AOSR 

DISTRESS   SITREP   TWO   RIG    COLLAPSED  ,. 

A.       MY    I10710Z    MAY    79  A 

1.  SITUATION  ^ 
A.       THE    INCIDENT    WAS   WITNESSED   BY    THE    M/V   FAIRWIND   WHO    HAS 

CLARIFIED   THE    SITUATION    AS   FOLLOWS.      THE    M/V   DELTA   SEAHORSE   WAS 
MOORED    ALONGSIDE   THE   RIG.       A   LOAD    SHIFTED   ON    THE    PLATFORM  CAUSING 
ONE   LEG    TO   BUCKLE.       THE   RIG    COLLAPSED    AT    10?.?.40R. 

P.      POB    REVISED   TO    36-3B  fiY   THE   RIG   OWNERS   REPRESENTATIVE   AT 
GROUP   GALVESTON. 

C.  THE   RIG    IS    AT    A   FORTY    FIVE    DEGREE    ANGLE   WITH    ABOUT    THREE 
QUARTERS   OF    THE   RIG    SUBMERGED.      THE    LIVING    QUARTERS    ARE    SUBMERGED. 

D.  THERE    ARE    NO    FIRES.       POLLUTION    IS    UNKNOWN    HOWEVER    UNITS   O/S 
REPORT    A    STRONG    PETROLEUM   SMELTJ. 

E.  THERE    ARE    SEVERAL    REPORTS   CF    PERS   BEING    ELECTROCUTED   BY 
WELDING    EQUIPMENT    AT    THE   TIME   OF   THE    ACCIDENT. 

F.  THE   RIG    HAD    8    LIFERAFTS    AND    A   FEW    LIFERINGS   OUTSIDE   ON 
WEATHER    DECKS.    ALL    PFD'S    WERE    STOWED    INSIDE. 

2.  ACTION    TAKEN 

A.       HELOS   FROM   HOUSTON    AND    NEW   ORLEANS    ARE   O/S.       PT    MONROE 
IS   O/S    AND    A    MLB    IS   O/S.       ABOUT    TEN    CIVILIAN   BOATS    CONTINUE    TO 
ASSIST.       NINE   PERS   HAVE   BEEN    PULLED    FROM   THE   WATER    BY    CG    HELOS. 
OTHERS   HAVE   BEEN    RESCUED   BY    CIVILIAN   BOATS. 

3.  PLANS 

A.  GROUP  GALVFSTON  HAS  A  COMPANY  REPRESENTATIVE  AT  THE  BASE 
ATTEMPTING  TO  COLLATE  INCOMING  REPORTS.   PRESENTLY  APPEARS  THAT 
AT  LEAST  \?.    PERS  ARE  NOT  ACCOUNTED  FOR. 

B.  CGC  PT  HOPE  IS  RECALLING  AND  WILL  PROCEED  ASAP. 

C.  INTEND  TO  CONDUCT  MULT  I  UNIT  SEARCH  AT  FIRST  LIGHT. 

D.  DIVERS  MENTIONED  IN  REF  A  ARE  O/S.   DUE  TO  THE  POSSIBILITY 
THAT  THE  RIG  MAY  SETTLE  AGAIN,  THEY  ARE  RELUCTANT  TO  ATTEMPT  TO 
ENTER  IT. 

BT 

#1 1/1045Z 
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P    I107inz    MAY    79 

FM   CCCDEIGHT    NEW   ORLEAdS    LA 

TO    CC/cnMLA,')TAREA    COHARD    NEW   YORK   NY 

INFO    WC/COMDT    COGARD   WASHINGTON   DC 

BT 

UNCLAS    //N 16 100// 

OPC   TO    AOSR 

DISTRESS  SITREP  ONE  RIG  COLLAPSED 

1.  SITUATION 

A.  102?.47n  GRU  GALVESTON  RCVD  A  REPORT  THAT  A  CREWBOAT  HAP 
COLLIDED  WITH  AN  OIL  RIG  IN  OALVESTON  BLOCK  1R9,  POSIT  29-lON 
94-42W,    APPROX   9NM   SSE   OF   GALVESTON. 

B.  v^5    POP    REPORTED  BUT    NOT    CONFIRMED.    M    UNACCOUNTED   FOR.    3       - 
SERIOUS    INJURIES  REPORTED    INCLUDING    ONE   SEVERED    ARM.    AND  ONE 
CAUSTIC  BURN. 

C.  WX  0/S:    OVC    800,    VIS   3    MILES,    SEAS    5-7   FT. 

D.  IDENTIFICATION  OF   CREWBOAT    AND   RIG    AS   FOLLOWS;    RIG   OWNED  BY 
ATLANTIC   PACIFIC   MARINE    CORP,    VSL    IS    M/V   DELTA   SEAHORSE.    SUBJ 
CREWBOAT    APPARENTLY    IN    NO    DISTRESS.    PARTS   OF    THE   RIG,    INCLUDING 
LIVING    SPACES   REPORTED    SUBMERGED. 

u    J-'J^"    ^I^ILIAN   BOATS   0/S    ASSISTING    IN    SEARCH.    HH-52    IS   OSC    AND 
HAS   ORGANIZED    SUBJ  BOATS    INTO    CONDUCTING*   A   PM   SEARCH 

2.  ACTION   TAKEN: 

B*     ^'>T'^H^^   """^f  °''^    REQUESTING    HH-3F   FM   NEW  ORLEANS.    ETA  0250R. 

C.  l|no25R    TWO    CASUALTIES   DELIVERED    To" AMBULANCES   AT    SCHOLES   FIELD 

D.  0026R    POINT    MONROE    U/W    ETA   0300R.  «      c      «i    ^^nuLLi,   MtLD 

3.  PLANS 

A.    GRU  GALV  HAS   LOCATED    DIVERS    IN    FREEPORT.    AN    HH-52   HAS    DIVERTED 
TO   BRING    THEM   TO    THE   SCENE    TO   GET    INTO    THE   SUBMERGED   LIVING    SPACES. 
SURVIVORS   HAVE   REPORTED   THAT    SOME    PERS    WERE    ASLEFP    AT    THE    TIME   OF 
COLLISION.    DIVERS   FROM   COMEX   SERVICES   OF   HOUSTON. 

P.    POINT    MONROE   WILL    ASSUME   OSC   ON    ARRIVAL. 

C.    POLLUTION    UNKNOWN. 
A.    CAGE   PENDS 
BT 
QQ1I/0756Z 
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ATTACHMEOT  4 

Convening  Order,  Marine 

Board 


r^ — ;»•  -<-j*r  ~.^.-i-J  .  V. 


-pj,^    :       I  "^'(i-'.<;  ei-i' 


(G-MMl-1/83) 
202  426-1455 

16732/KZS  RAIKSS  1 


Troai     OoraaanAamt 

90     •     Captain  KLlIiaa  E.  Vihaley  Jr.,  5305,  (BOS 

8«&ji     Marine  Board  of  lhVB8tigatlon»   S«lf  elevating  Drill  RIC  RMIGBR  1, 
O.N.   51T767|  TOllapro  of  In  th«  Calf  of  Kexlca  on  10  Bay  1979  with 
probable  lose  of  life 

1.  Purstumt  to  the  authority  verted  In  ne  by  R.8,  4450,  as  aaended  and 
the  regulAtions  theram\aar,  and  ti)e  Outer  Continental  Shelf  Landa  Act 
toendaente  of  1978,  a  Marine  Board  of  Ibveotlgatlon  consisting  of  yourself 
as  OiaitMrn,  and  Comander  Arthur  E.  HEIDI,  3715,  Meaber,  and  lieutenant 
CooBwmder  Edward  B.  P.  »MGETER,-  III,  7310,  He«ber  and  Recorder,  Is  hereby 
ordered  to  convene  on  or  about  14  Hay  1979  at  the  Office  of  the  Oxmandlng 
Officer,  Karlne  Safety  Office,   Galveston,  ?»xas  or  elsawiiere  as  deeaed 
necessary  to  Inquire  into  all  aspects  of  subject  casualty. 

2.  The  Board  will  investigate  thoroughly  the  matter  hereby  suboltted  to 
It  la  accordance  with  the  provisions  of  R.S.  4450,   as  anended,  and  the 
regulations  thereunder,  and  -apoa  coooluflioi  of  Its  inveatlgatl««n  vlll  report 
to  the  OQcsumdant  the  evidence  adduced,  the 'facts  established  thereby, 

and  Its  conclufliona  and  recoroendations  wlt^  respect  thereto.     Ihe  Board's 
report  will  be  subndtted  to  Oonaaandant    (OHMI)  with  a  copy  to  the  CDonander, 
Atlantic  Area  and  Oonnander,  Eighth  Coast  Guard  Olstrict.      A  daily  euJB»ary 
of  what  has  occurred  before  the  Board  shall  be  transmitted  to  the  Ooemandaat 
(O-KMI). 

3.  Mr.  Donald  W.   SOlJcns,  representative  of  the  U.S.  Geological  Survey 

■ay  attend  the  proceedings.      Oonalstant  with  the  chairsuw'a  powers  to  direct 
the  course  of  the  Investigation,  Mr.   SOIAVDS  shall  be  accorded  the  oppor- 
ttmity  to  naJco  reconncndations  about  the  scope  of  the  investigation,   call 
and  examine  witnesses,  and  suboit  or  request  additionnl  evidence. 
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StfSji     Marino  Boarrt  of  XRvestJ.<jiitlant  Self  elevating  Drill  PIG  MXIGSA  1, 
O.H.  S 17767 I  eollBps«  of  In  the  Calf  of  Kexlco  oa  10  Kay  1979  with 
probable  loss  of  life 

4.     "ihrn  Osciaan^r,  Sl^tb  Caast  CuarA  Dlsiirld  will  fnmlsh  mnA\  legal, 
t«ehnlcal  and  clerical  asalstaace  as  wi?  be  requlrad  by  th*  Board  whan 
4Ie«nft(t  appropriate  and  within  the  prereqolalte  raqulraiaaats  for  tbm  acop* 
Bid  orderly  fonctlonln?  of  this  Board.     Iha  District  Cosaaander  1«  axrthorlsed 
to  n«90tlata  for  eosBaarlcal  court  reporting  aervlcas  porsuant  to  10  OSC  2S04 
(a)(4)   and  41  CTR  12-50.3.     Xf  District  funds  arc  not  avallabla,  coaply  with 
tba  Kanoal  of  Bodgotary  JldMlnletratlon    (00-255),  paraoraph  5203.     Aafer  to 
72-3-50D  of  the  Karloe  Safety  Kanual   (CX>^95)    for  guidance. 


Copy  tot 
C0GD8(d) 


SBnAHr>SH:dab  casualty   Raview  Branch  5/14/79 

G-MIII       G-M 


G-CCS  G-CV/C 
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ATTACHMEOT  5 
ATTACHMENT  5  "  RANGER  ONE 

PARTIES  IN  INTEREST.  MARINE  BOARD 

The  Marine  Board  of  Investigation,  ordered  by  the  Coast  Guard 
Commandant  to  investigate  the  collapse  of  Ranger  One  and  determine 
the  cause  of  the  casualty,  convened  in  Galveston,  Texas,  on  May  16, 
1979.   Pursuant  to  provisions  of  law,  46  USC  239,  the  Board  designa- 
ted four  parties  in  interest. 

The  following  information  pertains  to  the  parties  in  interest: 

1.   Owner  and  operator  of  Ranger  One: 

Atlantic  Pacific  Marine  Corp. 
B  .  G.  Walling,  Pres  i  dent 
2425  Fountain  View,  Suite  300 
Houston,  Texas   77057 
(713)  783-0910 

Controlling  interest  (over  75%)  of  Atlantic  Pacific  owned  by: 

A.  P.  M011er 
Christian  Lund 
Executive  Vice  President 
50,  Esplanaden 
DK-1098 

Copenhagen,  Denmark 
(01)141514 

Represented  by: 

Gordon  W.  Paulsen 

Haight,  Gardner,  Poor  &  Havens 

One  State  Street  Plaza 

New  York,  N.  Y.  10004 

(212)  344-6800 

Joseph  D.  Cheavens 
Baker  &  Botts 
3000  One  Shell  Plaza 
Houston,  Texas   77002 
(713)  229-1234 

Robert  N .  Habans  ,  Jr. 

John  E .1  Gal loway 

McGlinchey,  Stafford,  Mintz  &  Hoffman 

Lafayette  Place 

Camp  and  Capdevielle  Streets 

New  Orleans ,  La.   701  76 

(504)  566-1200 

Robert  C.  Davee 

Eastham,  Walson,  Dale  &  Forney 

947  Mellie  Esperson  Bldg. 

Houston,  Texas   77002 

(713)  225-0905 
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ATTACHMENT  5  RANGER  ONE 

Parties  in  Interest 
Page  2 

2.   Lessee  of  Block  189L,  Galveston  Area,  which  contracted 
for  the  services  of  Ranger  One  in  Block  189L: 

Mitchell  Energy  Offshore  Corp. 
George  Mitchell,  Chairman 
2201  Timberlock  Place 
Woodland,  Texas  77380 
(713)  367-6150 

Parent  corporation: 

Mitchell  Energy  and  Development  Corporation 
George  Mitchell,  President 
3900  Shell  Plaza 
Houston,  Texas  77002 
(713)   224-4522 

Represented  by: 

Theodore  G.  Dimitry 

Attorney-at-Law 

Vinson  &  El ki  ns 

First  City  National  Bank  Building 

Houston,  Texas  77002 

(713)  651-2296 

R.  W.  Woolsey 

Kleberg  &  Weil,  Attorneys 

P.  0.  Box  2446 

Corpus  Christi  National  Bank  Building 

Corpus  Christi,  Texas   78403 

(512)   884-3551 

James  L.  Anthony 

Attorney 

McLeod,  Alexander,  Powel  &  Apffel 

808  Sealy  &  Smith  Professional  Building 

200  University  Blvd. 

Galveston,  Texas   77550 

(713)   763-2481 
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ATTACHMENT  5 


Parties 
Page  3 


RANGER  ONE 


in  Interest 


Repair  yard  that  performed  work  on  Ranger  One, 
February  to  mid-April,  1979.   (Work  included 
periodic  survey,  maintenance,  and  equipment  up- 
grade) : 


and  Shipbuilding  Corp. 
President 

36601 


Alabama  Drydock 
J.  R.  Maumenee, 
P.  0.  Box  1507 
Mobile,  Alabama 
(205)  690-7011 

Represented  by: 


T.  K.  Jackson ,  Jr. 
T.  K.  Jackson,  III 
Armbrecht,  Jackson,  Demoay , 
Holmes  &  Reeves,  Lawyers 
1101  Merchants  National  Bank 
P.  0.  Box  290 
Mobile,  Alabama  36601 
(205)  432-6751 


Crowe  , 
Building 


Samuel  B.  Kent 
Edward  J.  Patterson 
Royston,  Rayzor,  Vicken, 
Attorneys-at-Law 
205  Cotton  Exchange  Bldg, 
Galveston,  Texas   77550 
(713)   763-1623 


&  Will iams 
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ATTACHMENT  5  RANGER  ONE 

Parties  in  Interest 
Page  4 

4.   Firm  operating  supply  boat  Delta  Seahorse,  vessel 
moored  alongside  Ranger  One  at  time  of  collapse: 

Seahorse,  Inc. 
Ogden  Thomas,  President 
Morgan   City,  Louisiana  70380 
504   385-0900 

Subsidiary:   Offshore  Crews,  Inc. 

J.  P.  Clifton,  President 

P.  0.  Drawer  1217 

Morgan  City,  Louisiana  70380 

Parent  Corporation: 

Petrol ane 

William  Lisanbard,  Vice  President 

Secretary  and  General  Counsel 

1600  East  Hill  Street 

Long  Beach,  California   90807 

213   427-5471 

Represented  by: 

Jim  L.  Flegl e ,  Jr. 

Attorney  at  Law 

Bracewell  &  Patterson 

2900  South  Tower  Pennzoil  Place 

Houston,  Texas   77002 

713    223-2900 
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ATTACHMEOT  6 
List  of  Witnesses,  Marine  Board 

NAMES    OF    WITNESSES  RANGER    ONE  1979 

Van    Meter    Fayard    (Capt.    Delta    Seahorse) 
.lOALakesideDrive 
Waveland,    Mississippi    39575 
601  467-2135 

Joe    Earl    Pil Isbury    (D.S. ) 
Route    #4      Box    569-A 
De    Riddes ,    Loui  si  ana 
463-8387 

Lance    Eric    Densing    (Ranger    I) 

Rout    4,    Box    217-A  ■   • 

Oxford,  Mississippi 

James  W.  Sasser,  Jr.  (D.S.) 
Route  #4,  Box  1 
Boque   Chitto,Missipp-f 
601   833-8023 

Michael  Wallace  Carlisle  (Ranger  1) 

Route  3,  Box  31 

Bogue  Chitto,  Miss.  39629  '  -- 

601   734-6228 

James  N.  Ferguson      j e_ljf_em p  1  o^_e_d  /  drilling  consultant 

1924  Cimmaron  Trail 

Hurst,  Texas 

485-3  500  ■■'/■' 

Mac  M.  Johnson     sel f -empl oyed/ tool  pusher  aboard  Ranger  I 
Route  #1 ,  Box  28 
Santag,  Mississippi 
587-7471 

Raymond  H.  Ruble 

P.  0.  Box  2468     Tool  pusher  for  ARM    Ranger  I 

Houma,  Louisiana 

876-3772 

Kenneth  Lamar  Hall 
Route  1 

Bogue  Chi  tto  ,  Mi  ss  . 
(601)  734-6538 

Marcus  Doyle  Howard      Floor  Land  ARM 

Route  2,  Box  88 

Boque  Chitto,  Miss.  39629 

601    833-0982 

James  Leroy  Copeland   Rig  Mechanic   ARM 
109  Orchard  St. 
Conroe,  Texas 
539-1652 
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NAMES  OF  WITNESSES 
Page  2 

Mickey  L.  Crosby 
Route  4,  Box  14c 
-Bogue  Chitto,  Miss, 
601   734-6157 


RANGER  ONE 


Floor  Land  APM 


Clyde  Earl  Landrum,  Sr. 
Route  9,  Box  528 
Laurel ,  Miss. 
601    649-1236 

Robert  Warren  Moak 
Route  1 ,  Box  56 
Bogue  Chitto,  Miss. 
684-0609 

Fred  J.  Dupre 
7424  Rachel  Street 
Marrera,  Louisiana 
347-1215 

Wal ter  T .  Banes 
AM-256   486   8520 

Eldon  Beavers 
Lieutenant  Commander 
507507840 

Joseph  W.  0 ' Banian 
Route  2,  Box  492 
Pineville,  Louisiana 
640-1897 


Paul  Let.  Fromberg 
3301  Morrison 
Houston,  Texas 
713   862-1102 

Lee  Allen  Breaux 
763  Wallcherry  Lane 
Breaux  Ridge,  La. 
332-2027 


Ronald  D.  Smith 
Carencro,  Louisiana 


Ward  Rheub 
1026  Montour 
Clear  Lake  City 
488-2969 


Floor  Land   APM 


Roustabout 


APM 


CG  Houston 
Flight  Mechanic 


USCG  Air  Station  Houston 

Ellington  A.F.B.    Flight  Operations  Officer 


Engineer,  Seahorse  Corp, 


IMCO  Services,  Sales  Rep. 


Surveyor  for  John  Chance 


Instrument  Man  John  E.  Chance 
Staff  Engineer   APM 


Roy  Charles  Meredith 
Chief  Warrant  Officer 
261480715 


CG  Inspection  Officer 
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NAME  OF  WITNESSES 
Page  3 

Lawrence  B.  King 

-Lieutenant   USCG 

SS#   043-32-3802 


RANGER  ONE 


Marine  Safety  Office 
Mobile,  Al abama 


James  P.  Pozzle 

P.  0.  Box  219   Su_rveyo_r.  for  the  American 

Daphne,  Alabama   Bureau  of  Shipping 

626-9175 


R .  C .  Quick 
Box  1172 
Fresno,  Texas 
431-2673 


Halliburton  &  Co. 


William  Skinner 
6113  Lindholm  Drive 
Mobile,  Alabama 
661-9504 


Alabama  Dry  Dock 
Production  Manager 


William  Joseph  Roy 
6205  Park  Brook  Drive 
Mobile,  Alabama   3360E 
205   342-5375 


Vice  President  of  Operations, 

Alabama  Drydock  &  Shipbuilding  Co. 
of  Mobi 1 e 
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ATTACHMEOT'  7 
List  of  Exliibits,   Marine  Board 

1 
Page 


RECORD  OF  EXHIBITS 


3.D.  No. 

Description 

ONE 

1 

DAILY  MASTER'S  LOG  OF  THE  DELTA  SEAHORSE 

FOR  my   9,  TO.  AND  IITH.                    \      J 

TWO 
2 

DIAGRAfI  OF  DELTA  SEAHORSE  BRUSHING  AGAINST  RIG  LEG  OF  RANGe'r  I 
AS  DRAWN  BY  CAPTAIN  OF  THE  DELTA  SEAHORSE. 

THREE 
3 

CONSOLIDATED  CERTIFICATE  OF  ENROLLMENT  AND  LICENSE  FOR  THE 
DELTA  SEAHORSE.    -'   • 

FOUR 
•4 

TEMPORARY  CERTIFICATE' OF  INSPECTION  FOR  THE  DELTA  SEAHORSE 

FIVE 
■■   5 

REPORT  OF  VESSEL  CASUALTY  OR  ACCIDENT 

SIX 

6 

PHOTOGRAPH  qF  RANKER  III 

SEVEN 
7 

CAPTAIN  OF  DELTA  SEAHORSE'S  ROUGH  LOG 

EIGHT 
(A.  B.  C) 

PHOTOGRAPHS  OF  FLOATING  UPPER  PORTION  OF  RANGER  I. 
TAKEN  0730/11  MAY  79. 
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Page        2 


JSCORD  OF  EXHIBITS 


I.D.   No. 


lescription 


NINE 
9 


LIST  OF  PERSONNEL  ON  DELTA  SEAHORSE  OTHER  THAN  CREW 


TEN 


10 


REPORT  OF  ACCIDENT 

(M/V  DELTA  SEAHORSE  BRUSHING  AGAINST  RIG  LEG) 


ELEVEN 


11 


USCG  LICENSE  TO  OPERATE  OR  NAVIGATE  PASSENGER  CARRYING  VESSELS  AND 
ONE  U.  S.  MERCHANT  MARINER'S  DOCUMENT  FOR  JOE  EARL  PILLSBURY. 


TWELVE 


12 


SKETCH  BY  JOE  E.  PILLSBURY  OF  POSITION  OF  DELTA  SEAHORSE  TO  THE  RIG 
AT  TIME  OF  RANKER  I  COLLAPSE.. 


THIRTEEN 


13 


SKETCH  BY  JOE  E.  PILLSBURY  OF  ARRANGEMENT  OF  GALLEY  AND  ^'ASSAGEWAY 
OF  DELTA  SEAHORSE. 


FOURTEEN 

14 


/ 


.DIAGRAM  OF  QUARTERS  ABOARD  RANGER  I  WITH  WINDOW  EXIT  OF  MESS  ROOM 


FIFTEEN 


15 


DIAGRAM  OF  RANGER  I  BY  WALKER-HUTHNANCE  OFFSHORE  WORKOVER  CO.  j 


SIXTEEN 


16 


DRILLING  REPORTS  FOR  5  MAY  79  THROUGH  9  MAY  79. 
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5eCX)RD  Of  EXHIBITS 


I.D.  No. 


SEVENTEEN 


17 


Itescription 


MITCHELL  ENERGY  DRILLING  REPORTS  FOR  6  MAY  79  THROUGH  10  MAY  79, 


EIGHTEEN 


18 


NINETEEN 


19 


TWENTY  ■ 


20 


APMC 

RANGER  I  -  OPERATING  S  STABILITY  BOOKLET 


ANALYSIS  OF  INKED  .OUT.  POUGH  LOG  NOTES  FROM  CAPTAIN  FAYARD  OF 
THE  M/V  DELTA  SEAHORSE 


ARZAS  OF  RESPONSIBILITY.  WHEN  MOVING  MOBILE  JACKUP  RIG:  (EXCERPT  FROM 
'APMC  OPERATIONS  MANUAL) 


TWENTY-ONE 


APMC  MORNING  REPORT  -  MESSAGE  TRAFFIC  FROM  4-23  THROUGH  5-11. 


TWENTY-TWO  I. : 


22     V 


MOBILE  FIXTURE  &  EQUIP.  CO.,  INC.  GALLEY  PLAN  (REMODELING  OF 
RANGER  I  2-19-79) 


IJENTY-THREE 


23 


PRELOAD   NOTES   FOR   6  MAY    1979    BY    TOOLPUSHER   KENNETH  L.    HALL. 


rWENTY-FOUR 


2A 


MERCHANT  MARINER'S  DOCUMENT  FOR  JOSEPH  W.  0 '  BANION 
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Page_ 


R£C»RD  07"  EXHIBITS 


I.D.    No. 


^■WZNTY- SEVEN 


27 


TWENTY-FIVE 


25 


TWENTY-SEX 


26 


TWENTY-EIGH- 
(A  &  B) 


28 


V 


TWENTY -NINE 

V 
29 


THIRTY 


30 


THIRTY-ONE 


31 


THIRTY-TWO 


Ifescription 


CONVERSION  OF  M/V  DM  LEVY  (NOW  SELTA  SEAHORSE)  DRAWTOG 


DELTA  SEAHORSE  LOG  FOR  MAY  2  THROUGH  MAY  i;,1979 


OFFSHORE  CREWS  INC;  DAILY  ENGINE  ROOM' LOG  FOR  MAY  9,  1979  THROUGH 
MAY  11,  1979.  -        .' 


SURVEYOR'S  DOCUMENT  OBTAINED  -  FROM  LEE  ALLEN  BREAUX. 


JACK-UP  DRILL  RIG  RANGER  WORKLIST  FOR  FEB  1.  1979  THRU  APR  23,  1979. 


OWNER  FURNISHED  EQUIPMENT  CHANGES 


ADSCO  DAILY  RADIOGRAPHIC  RECORD  FOR  MAR  6,  1979. 


LIST  OF  WORK  COMPLETED  AT  FOURCHON 


55  419       732 


55-419  O  -  80  -  pt.2  -  20 
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.5 


RSCORD  OF  EXHIBITS 


J.D.    Vd. 


rescript! on 


JHTRTY-THREE  -Apfie^sflHiC-TtWAtr^;eN«^WN--SWVeY--6F^-t«^^ 


33 


■THIfiTY=FOlffi 


34 


THIRTY2.FIVE 

V] 

35 


FLIGHT  RECORD  OF  CG1441  and  CG1422  ON  10  MAY   1979. 


RANGER  I  APPLICATION -TOR  INSPECTION  OF  U.   S.   VESSEL. 


THIRTY-SIX 


36 


THIRTY-SEVEJ 

'     V 
37 


RANGER  I  DRYDOCK  EXAMINATION  BOOK. 


WORKLIST  OF  CWO  MERIDITH  FOR- RANGER  I.  •, 


THIRTY-EIGH 


38 


RANGER  I,   BOILER  INSPECTION  BOOK. 


THIRTY-NINE 
39 


CO,  MSO  MOBILE,   ALABAMA,   LETTER  CONCERNING  RANGER  I    ELIGIBILITY  FOR 
CERTIFICATION. 


F0RT7 


40 


JOINT  DESIGN  AND  EDGE  PREPARATION  FOR  COLUMN  REPAIRS  ON  RANGER  I. 
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reCORD  OF  EXHIBITS 


:?  I.D.  >Jo. 


FDRTY^NE- 


n 


3  41 


FORTY -TWO  ' 


r  42 


DescriDtion 


"3. 


NAVIGATION  AND  VESSEL  INSPECTION  CIRCULAR  No.  4-78. 


RANGER  I,  SHIP'.S  PAPERS 


n  F0RTY-T>1REE 

VI 

43 


COPY  OF  INSPECTION  FILE  FOLDER  UTILIZED  BY  CWO  MERIDITH. 


FORTY-FOUR 


I    44 


FORTY-FIVE 


45 


A  COPY  OF  RANGER  III  STAHON  BILL  AND  GENERAL  QUARTERS. 


COLUMN  DETAILS  DRAWING  No.  4841-6. 


J  FORTY-SIX 


46 


MISCELLANEOUS  PHOTOS  OF  RANGER  1  AT  ADDSCO  DURING  YARD  PERIOD. 
(PHOTOS  46a  -  46h) 


FORTY-SEVEN 


47 


#3  STARBOARD  LEG  TAKEN  FROM  INBOARD  TOWARDS  STARBOARD  AFTER  SALVAGE  OF  MAT. 
(PHOTO) 


FORTY-EIGHT 


48 


r 


(-40-  PHOTOS) 

SHOWING  VARIOUS  VIEWS  OF  RANGER  I;  THREE  LEGS  AFTER  SALVAGE  OF  SAME. 
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RECORD  OF  EXHIBITS 


s|- 


I.D.    Ho. 


Ee script! on 


fORTY-NINE 
•i   T9 


-F-IFTY- 


50 


s  FIFTY -TWO 


52 


FIFTY-ONE 


51 


>J  . 


#2  DETAIL  OF  PORTSIDE  OF  STERN  LEG  BASE  AFTER  SALVAGE  OF  MAT."'-^ 
(PHOTO)  ■        -   ■■-  X  ""-.-■-■ 


#1  GENERAL  CONDITION  OF  STERN  LEG  BASE. 
(PHOTO)   . 


PARTIAL  SUMMARY  OF  WEIGHT  LOADED  ON  TO  RANGER  I  <3N  10  MAY  1979. 


COMPOSITE  OF  OCEANEERING  DIVE  LOG  From  12  MAY  1979  -  16  MAY  1979. 


FIFTY-THREE 


53 


MISCELLANEOUS  INVESTIGATING  OFFICERS  NOTES  FROM  WITNESSES  fSSa  -  53z)      I 


FIFTY-FOUR 


54 


SOIL  ANALYSIS  FOR  MITCHELL  ENERGY. 


FIFTY-FIVE 


55 


THREE  BLACK  AND  WHITE  PHOTOS  OF  RANGER  I  ON  21  APRIL  1979. (55a  -  55c) 


FIFTY-SIX 


56 


ORIGINAL  BALLAST  REQUIREMENTS  FOR  RANGER  I  PREPARED  BY  BETHLEHEM  STEEL  CORPi 
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RECORD  Or   EXHIBITS 


ar 


I.D.    Wo. 


lescriptioi) 


F-TFTY-SEV.m, 


^    - 


t:(J^^9?-and-CG^24E'S  FOR  RKnOTTrcEITTPRDVrDED  BY  APMC. 


-^ 


57 


Fi-FTY--HGHT- 


3 


58 


■;;FIFTY-NINE 


59 


SIXTY 


60 


CG-924E's  PROVIDED  BY  PATTERSON  RENTAL  TOOLS  FOR  FIVE 'HAMEMER  CREW 
PERSONNEL.  — ' 


4841-01 

BOTTOM  PLATING  MAT. 


4841-02 

DECK  PLATING  MAT 


-:•;   SIXTY-ONE 


61 


4841-03 

SIDES  AND  LONG'L  W.  T.  BULKHEADS  MAT 


SIXTY-TWO 


62 


4841-04 

END  BULKHEADS 


SIXTY-THREE 


63 


4841-05 

N.  T.  TRANVERSE  AND  LONG'L  BULKHEADS  MAT 


STXTY-FOUR 


64 


4841-07 

BOTTOM  PLATING  PLATFORM 
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i 

RECORD  OF  EXHIBITS 

'■      I-D.    Ho. 

•     -        lEscriptlon 

-Si-XTY-FW& 
65 

^                                     -       -                               .               -                                                •.                . 

"■4841-08--     .     .-    .             -       -                      -.  :■.,        .-...•■•-    .■.•.:.■--=--.."■•.-,-■  .-^  ■ 
MAIN  DECK  PLATING  PLATFORM                                       'r    ■•••.-■-?■-;:::•.,:,•?.;■,:  ..-.r.- "■  ' 

1                         ' 

1   SIXTY-SIX 

4841-09 

SIDES  AND  LONG'L  W.    T.   BULKHEADS  PLATFORM 

-  ■       66 

-     - 

;    SIXTY-SEVEN 

4841-10            ■;■■■•-■                                     "        •       . 

END  BULKHEADS  AND  TRANSVERSE  W.   T.    BULKHEADS  PLATFORM 

67 

-    ',       -                   '         -           ' 

SIXTY-EIGHT 

4841-11 

TRANSVERSE  FRAMES  AND  TRANSVERSE  N.    T.    BULKHEADS  PLATFORM 

68 

f^       ■ 

SIXTY-NINE 

, 

._ 

4841-12                                         -        • 

LONG'L  FRAMES  AND  LONG'L  N.   T.    BULKHEADS' PLATFORM 

i691   -.J 

SEVENTY 

1 

4841-28                                                            •                            ■                                                          j 
COLUMN  JACKING  SYSTEM  ARRANGEMENT                                                                                          : 

70 

I 

JEVENTY-ONE 

I 

4841-29                                                                                         .                                                         1 
MOVEABLE  YOKE  AND  PING                                                                                                                  | 

'71 

t 

SEVENTY-TWO 

4841-30                                                                                                                                                  ■ 
COLUMN  TUBES  AND  PIN  BOX  PLATES  -   FWD                   •                                                               ! 

1 

72 

1 
— i 
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I     I  .D. 


Do. 


5EVENTY-T-HRE. 
73 


SEVErfTTFOUR 


74 


Description 


T1841-31  ' — ~ — 7r~.     :    :-     ~ 

COLUMN  TUBE  AND  PIN  BOX  PLATES  -  AFT 


4841-32 

COLUMN  TUBES  AND  PIN  BOX  PLATES  DETAILS 


SEVENTY-FIVE 


75 


SEVENTY-SIX 


76 


SEVENTY-SEVE 


77 


SEVENTY-EIGHT 


78 


SEVENTY-NINE 


79 


4841-41        -  .  .   ^  .  ■ 
WEDGE  AND  WEDGE  RING -DETAILS 


4841-51 

AUTOMATIC  SHUTDOWN 


4841-52 

YOKE  HEIGHT  INDICATORS 


4841-53 

EMERGENCY  ESCAPE  LADDERS 


4841-57 

SKIRT  PLATING  MAT 


EIGHTY 


4841-200 

BILGE  AND  BALLAST  IN  MAT/PLATFORM 


80 
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I.D.   Ho. 


H-GHT-Y-ONE-- 


81 


OGHT-Yj:VJa_ 


82 


EIGHTY-THREE 


83 


EIGHTY -FOUR 


84 


EIGHTY-FIVE 


85 


EIGHTY-SIX 


86 


EIGHTY-SEVEt 


87 


Iescript.ion 


4841-201        ■  -  -  "•  .. 
ENGINE  COOLING  WATER 


4841-202 

VENTS  AND. SOUNDINGS 


4841-205 

FUEL  OIL  TRANSFER  SYSTEM 


4841-207 

FIREMAIN  AND  WASHDOWN  PIPING 


4841-209 

HYDRAULIC  PIPING  FOR  COLUMN  JACKS 


4841-211 

REMOTE  GAUGING  HYDRAULIC  JACKS 


4841-212 

MACHINERY  AND  PUMP  ROOM  ARRANGEMENT 


EIGHTY-EIGHT  E-1629-1 

GENERAL  ARRANGEMENT  AND  OUTBOARD  PROFILE 


88 
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. 

RECORD  Or    EXHIBITS 

I.D.   ■No. 

■     -        Description                                                                     •          •.• 

-HGHH-NINE 

i 

89 

---_-: __ . 1 ..    -^- _     —^ 

-      ■    ■     ■     •■-    -.J 

A/3-l-ni     ..                               -                 ::..-:.•.■ 
FIRE  CONTROL  AND  SAFETY  PLAN                              .  "■    "  -'- 

-■,■-■-'-;    - :-   '  •<.-";-.-■• 

' 

■ 

- 

'     '  "    ■                                                                                   '  .   * 

-        - 

- 

• 

1 
1 
1 

i 
1 

■ 

! 
1 

i 

1 

1 
1 

_      i 
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RICORD  OF  EXHIBITS 


I.D.  No. 


Eescription 


NINETY 


90 


NINETY-ONE 


91 


DIAGRHAM  OF  KINKED  LEG  AROUND  PINHOLE  AS  DRAWN  By"  DANNY  HUNTER. 


DIAGRHAM  OF  PINHOLE  IN  STERN  LEG  AS  DRAWN  BY  DANNY  HUNTER. 


NINETY -TWO 


92 


NINETY- 
THREE 


93 


NINETY-  - 
FOUR 


94 


DIAGRHAM  OF  PUMP  ROOM -AS  DRAWN  BY  MARK  OLIVIET. 


a)  OPERATIONS  MANUAL- 
yh)    POLICIES  AND  PROCEDURES  MANUAL 


SCHAEFER  DIVING  CO.,  DIVING  REPORT  OF  27  MAY  1979. 


NINETY- 
FIVE 


95 


PHOTOGRAPHY  OF  RANGER  I  LEGS  BY  OCEANEERING,  HIRED  BY  MITCHEL 
ENERGY  ON  12  MAY  1979  1 


NINETY-SIX 


96 


DIAGRHAM  PREPARED  BY  DON  FULLINGAM  DEPICITING  SqBMERGED  MAT  ON  j 
19  MAY  1979.  I 


NINETY-SEVEN 


97 


PHOTOGRAPHS  AND  DESCRIPTION  OF  DELTA  SEAHORSE. 
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RSCORD  OF  EXHIBITS 


I.D.  No. 

Inscription 

^INFTY-FTGHj' 

J 

"98^   ■' 

MESSAGE  FROM  CO,  MSO,  GALVESTON,  TEXAS  TO  COMMANDANT  DATED  RSIMZOZ'^MAY  79- 
RECOMMENDED  SAFETY  ADVISORY  TO  OWNERS  OF  MOBILE  OFFSHORE  DRILLING  UNITS. 

NINETY-NINE 

\ 
V 

■      99 

APMC  SAFETY  MANUAL 

ONE  HUNDRED 

V- 
100 

ABS  SURVEY  REPORT  G29907  W   GALVESTON,  TEXAS  DATED  2-9  January  1979 

ONE  HUNDRED 
ONE 

V 

101 

ABS  SURVEY  REPORT  M13306  DATED  IN  MOBILE,  ALABAMA  22  APRIL  1979 

: 

! 
1 

! 
i 

i 
1 

1 

j 

i 
1 
1 
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ATTACmiENT  8 
List  of  personnel  on  Ranger  One  at 
jtinte  of  incident 


**   On   board   supply   IJoat  ,    Delta    Seahorse,    at    time   of    collapse 


309 


ATTACHMENT  9 
Data  on  Kfobile  Offshore 
Location,  Name,  Type,  and  Registry  of  Active  Mobile       Drilling  Units 
Offshore  Drilling  Units  and  Tenders  in  U.S.  Waters  As 
June  1,  1979 
(Summary) 


East  Coast 


Mid  Atlantic 

3  Semisubmersibles 

1  United  States  Registry 
1  Panamanian  Registry 
1  Norueqian  Registry 

South  Atlantic 

1  Jackup  (British  Registry) 


Pacific  Coast 


California 

3  Semisubmersibles 

2  United  States  Registry 
1  Panamanian  Registry 

Alaska 

1  Semisubmersible  (Panamanian  Registry) 
1  Drillship  (Panamanian  Registry) 
1  Jackup  (Norwegian  Registry) 


Gulf  of  Mexico 


20  Semisubmersibles 

17  United  States  Registry 

3  Foreign  or  Unregistered 
75  Jackups 

53  United  States  Registry 
22  Foreign  or  Unregistered 
17  Submersibles 

12  United  States  Registry 
5  Foreign  or  Unregistered 
16  Tenders 

11  United  States  Registry 
5  Foreign  or  Unregistered 
5  Drillships 

4  United  States  Registry 
1  Panamanian  Registry 


Total  United  States  Registry  103 
Total  Foreign  or  Unregistered  An 
Total  Active  Units  in  U.S.  Waters   143 


ENCLOSOREC/) 
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TABLE  1- MAJOR  MOBILE  RIG  MISHAPS 


YEAR 

OWNER/RIG  NAME 

TYPE 

ESTIMATED  COST  OF 
DAMAGE,  DOLLARS 

MISHAP 
PRESENT  STATUS  IF  AVAILABLE 

I9S5 

Chevron 
Caico  S-44 

Submersible 
Recessed  pontoons 

1.8  million 

Damaged  by  blowout  and  fire  in  Gulf  of  Meiico 
—  placed  back  in  service  after  repairs.  Retired. 

1955 

American  Tidelandi 
101 

Submersible 
Hinged  pontoons 

1.6  million 

Capsized  while  moving  off  location  in  Gulf  of  Mexico 
—  righted  and  put  back  in  service.  Retited. 

1956 

SEDCO 
Rig  22 

Submersible 
Recessed  pontoons 

1.4  million  . 

Capsized  at  shipyard  —  righted  and  put  back  into 
service. 

1957 

Deepwater  Drilling  Co. 
Deep  Water  No.  2 

Jack-up 

1.6  million 

Collapsed  while  drilling  in  Gulf  of  Mexico  —  salvaged 
but  not  returned  to  service. 

1957 

Glasscock  Drilling  Co. 
Mr.  Gut  1 

Jack -up 

2.5  mtttoi 

Tipped  over  in  Gulf  of  Mexico  while  preparing  to 
move.  Lower  hull  salvaged. 

1957 

Royal  Dutch  Shell 
Qatar  Rig  No.  1 

Jack-up 

1.7  million 

Transporled  by  barge.  Broken  up  by  a  storm  while 
preparing  to  move  in  Persian  Gulf.  Not  salvaged. 

1957 

John  W.  Mecom 
Ed  IVIalloy 

Submersible 
Drydock 

11  million     ,^  i 

Drillbarge  destroyed  by  Hurricane  Audrey.  Drydock 
salvaged  but  not  returned  to  service. 

1958 

Underwater  Gas  Developert 
Translake  No.  3 

Jack-up 

2.0  million 

Capsized  while  being  towed  to  first  location  in  Lake 
Erie  —  not  salvaged. 

1959 

Reading  and  Bates 
C.  E.  Thornton 

Jack-up 

1.0  million 

Damaged  by  blowout  and  fire  in  Persian  Gulf  — 
repaired  and  returned  to  service.  (See  listing  in  1973) 

1959 

Trans-Gulf 
No.  10 

Jack-up 

3.2  million 

Tipped  over  while  preparing  to  move  in  Gulf  of 
Mexico  —  not  salvaged. 

1960 

Zapata  OR-Shore 
Nola2 

Barge  (Yn 

1.3  million 

Beached  during  storm  in  Bay  of  Campeche  while 
moving  to  new  location  —  not  salvaged. 

1961 

Louisiana  Delta 
Delta 

Submersible 
Bottles 

1.5  million 

Damaged  by  hurricane  in  Gulf  of  Mexico  —  repaired 
and  returned  to  service. 

1961 

Offshore  Co. 
No.  55 

Jack-up 

1.7  million 

Beached  in  British  Honduras  during  Hurricane  Hattie 
while  being  towed  from  Trinidad  to  U.S.  —  repaired 
and  returned  to  service.  Currently  idle  in  Arabian 
Gulf  area. 

1962 

Gloliai  Marine 
SM-1 

Barge  (LSM) 

3.0  million 

Sunk  by  stoim  while  on  location  off  Santa  Barbara, 
Calif.  —  not  salvaged. 

1964 

Blue  Water  Drilling  Co. 
Rig  No.  1 

Semi-submersible 

7.5  million 

Capsized  and  sank  in  Gulf  of  Mexico  during  Hur- 
ricane Hilda  —  not  salvaged. 

1964 

Reading  and  Bates 
C.  P.  Baker 

Barge 
(Catamaran-type) 

2.3  million 

Turned  over  end-for-end  during  blowout  and  lire  in 
Gulf  of  Mexico  —  not  salvaged. 

1965 

Compagnie  General            v 

D'Equipments 

Sea  Gem 

Jack-up 

5.6  million 

Collapsed  in  North  Sea  while  preparing  to  move  — 
not  salvaged. 

1965 

Marlln  Drilling  Co. 
Marlin  No.  3 

Jack-up 

1.7  million 

Partially  submerged  while  moving  to  k)cahon  in 
Gulf  of  Mexico  — repaired  and  returned  to  service. 

1965 

Penrod  Drilling  Co. 
Rig  52 

Jack-up 

2.5  million 

Capsized  while  moving  to  locahon  in  Gulf  of  Mexico 
—  broken  up  during  Hurncane  Betsy  —  not  salvaged 

1965 

Royal  Dutch  Shell              *" 
Bruyard 

Semi-submersible 

7.5  million 

Broke  up  in  South  China  Sea  while  under  tow  — 
not  salvaged. 

1965 

Royal  Dutch  Shell 
Triton 

Jack-up 

1.5  million 

Destroyed  by  blowout  and  fire  in  Nigeria  — not 
salvaged. 

1965 

Santa  Fe 

Eipiorer  (Formerly 

Royal  Dutch  Shell  Orient  Expk>rer) 

Jack-up 

U  million 

Damaged  in  Mediterranean  while  under  tow  from 
Borneo  to  England  —  repaired  and  rehjrned  to 
service.  Now  operahng  in  Southeast  Asia  —  renamed 
Explorer. 

1965 

SNAM-SAIPEM 
Paguro 

Jack-up 

6.0  million 

Destroyed  by  blowout  and  fire  in  Adriatic  Sea  — 
not  salvaged. 

1965 

Zapata  OR-Shor* 
Maverick  1 

JKfc-up 

5.7  million 

Lost  in  Hurricane  Betsy  —  not  salvaged. 

1966 

CEP 
Roger  Rutin 

Jwk-up 

7.0  million 

Tipped  over  after  moving  on  location  off  Cameroon 
—  not  sahraged. 

1966 

Golden  Lane 
Mercury 

Baig.(YF) 

1.5  million 

Capsized  and  sank  during  storm  off  Tuxpan,  Mexico 
—  not  salvaged. 

196! 

Coral  (now  Fluor  Drilling} 
Little  Bob 

Jack-up 

2.0  million 

Fire  and  blowout  in  Gulf.  Derrick  coilapsad  —  not 
sahraged. 

Contlnuod 
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YEAR 


OWNER/RIG  NAME 


TTPE 


ESTIMATED  COST  OF 
DAMAGE,  DOLLARS 


MISHAP 
PRESENT  STATUS  IF  AVAILABLE 


1968 

DIxllyn  Corp. 
lull*  Ann 

I96S 

Dresnr  ORthora 
DrtuwII 

mt 

OOECO 
OcaanPrinca 

19a 

Swvic*  Contnctore  Inc. 
SCI  No. 2 

19a 

Zapata  Off-Shora 
Chaparral 

1969 

OITshora  Co. 
Constoilatlon 

1969 

SEDCO.  Inc. 
S«lco  135  G 

1969 

Zapata  OD-Shor* 
Scorpion 

1970 

Field  Drilling 
Rig  15 

1970 

Offshore  Co. 
Rig  59 

1970 

Storm  Drilling  Co. 
Stormdrlll  III 

1971 

AMOCO-lran 
Panintoll  II 

wn 

Atwood  Ocoanica 
Big  John 

1971 

Fluor 
Wodecall 

1971 

Zapata  OR-Shora 
Endeavor 

U72 

Dlillyn 

Dliilyn  Three  Seventy 

(Formerly  Two  Fifty) 

1972 

Fluor  Drilling  Services 
Mr.  Arthur 

1972 

Marine  Drilling  Co. 
J.  Storm  II 

1972 

ODECO 
Ocean  Tide 

1972 

Reading  S  Bates 
M.  G.  Hulme 

1972 

Transworld  Drilling 
Rig  60 

1972 

Zapata  Off-Shore 
Intrepid 

1973 

Reading  S  Bates 
■    .    C.  E.  Thornton 

'1973 

^'  Rowan  Drilling  Co.  ■^'' 
Rowan  Anchorage 

1973 

Santa  Fe 
Mariner  1 

1973 

Zapata  Off-Shore 
...  Topper  III 

1974 

Deep  Sea  Drilling  Co. 
Deep  Sea  Driller 

Jtck-up 

Jack-up 

Semi-submersible 

inland 
dnilini  barge 

Jack-up 

Jack-up 

Semi-submersible 
Jack-up 
Inland  barge 
Jack-up 
Jack-up 
Jack-up 
Drill  barge 

Barge 
Jack-up 

Jack-up 

^bmersible 

Jick-up 

Jack-up 

'Jack-up '  '■ " 

Jack-up 

Jack-up 

Jack-up 


=*^'^'tack.ip'^^'^*^^^=*^=^' 


Semi-submersible 

Jack-up 

Semi-submersible 


4.0  million 
2.0  million 
7.0  million 
1.5  million 
10  million 

7.5  million 
3.5  million 
2.5  million 
1.0  million 
4.0  million 
IS  million 
2J  million 
4.3  million 

4.5  million 

1.7  million 

6,083,000 
cost-net  of 
proceeds 

N/A 

8.0  million 
N/A 

7.5  million 
10.0  million 

3.5  million 

5.0  million 

' '  U  million 
N/A 
N/A 
N/A 


Sank  while  under  tow  during  storm  in  Gulf  of  Mexico 
—  not  salvaged. 

Tipped  over  on  location  —  salvaged  and  rehirned  to 
service. 

Destroyed  while  sitting  on  bottom  in  Nortti  Sea— 
not  salvaged. 

Sank  while  under  tow  in  GuR  of  Mexico  —  sahaged' 


Lost  three  legs  during  storm  in  Gulf  of  Mexico  while 
under  tow  to  Italy  —  repaired  and  returned  to 
service. 

North  Sea  storm  sank  rig  while  under  tow.  Not 
salvaged. 

Blowout  caused  severe  fire  damage  while  in  Timor 
Sea  off  Australia.  Repaired  and  relumed  to  service. 

Sank  during  storm  off  Canary  Islands  in  3,000  fL  of 
water  Not  salvaged. 


Destroyed  by  Hurricane  CeUa. 


Toppled  over  while  in  operation  oR  coast  of  Nigeria 
(5/70).  Owner  towed  out  to  sea  and  sanl(. 

Blowout  caused  severe  lire  damage  off  Texas.  Re- 
paired and  returned  to  service. 

Storm  damage  while  on  location  in  Persian  Gulf. 
Salvaged. 

Severe  fire  damage  to  drilling  equipment  because 
of  blowout  off  Briinei.  Repaired  and  returned  to 
service. 

While  off  Peni,  had  blowout  and  lire,  7  casualhes 
Not  salvaged. 

While  under  tow  in  rough  seas  off  West  Africa,  lost 
top  part  of  leg.  Repaired. 

Leg  damage,  returned  to  service  in  1973  following 
insurance    repairs. 


While  m  GuR  of  Mexico  (South  Pass,  Block  26), 
sustained  major  damage.  Salvaged.  Later  relumed 
to  service  and  sold  to  Field/Swire  in  1976. 

Blowout  in  Gulf  of  Mexico.  Not  salvaged. 


While  in  U.K.  sector  of  North  Sea,  sustained  high 
wind  damage.  Salvaged.  Placed  back  in  service. 

Rig  capsized  In  Java  Sea  because  of  blowout  (no 
fire)  cralerlng.  Not  salvaged. 

While  off  Burma,  had  blowout  in  Gulf  of  Martaban. 
Not  saNaged. 

Had  leg  failure  at  Eugene  Island  in  vicinity  of  Gulf 
of  Mexico.  Salvaged. 

Ran  aground  while  under  tow  from  Persian  Gulf  to 
Red  Sea.  Declared  total  loss.  Later  salvaged  and 
sold  to  Southern  Hope  Inc.  of  Panama. 

'  Leg  collapsed  while  jacking  up  in  Macassar  Strait 
oR  E.  Kalimantan.  Salvaged. 

Blowout  off  Trinidad,  1  casually.  Repaired  &  returned 
to  service. 

Sustained  damage  while  In  Gulf  of  Mexico.  Repaired 
in  Vicksburg,  Miss.,  returned  to  service. 

Ran  aground  in  Norwegian  North  Sea.  Major  dam- 
ages to  pontoon  sections.  Currently  being  ottered 
for  sale. 

Continued 
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YEAR  OWNER/RIG  NAME 


TYPE 


ESTIMATED  COST  OF 
DAMAGE,  DOLLARS 


MISHAP 
PRESENT  STATUS  IF  AVAILABLE 


1974  Dresser  Offshore  Services 

Dresser  VII 


1974  Offshore  Co. 

Gemini 

1974  Transocean  Drilling 

Transocean  III 

1974  Transworld  Drilling 

Transworld  61 


1975  Dresser  Offshore  Services 

Dresser  II 

1975  Odeco 

Margaret 

1975  Ranger  III 

Rig  formerly  owned  by  Walker 
Huthnance,  had  been  sold  to  a 
South  American  firm.  Damaged 
while  enroute. 

1975  Zapata  Olt-Shor» 

Topper  III 

1975  Marine  Drilling 
i  Storm  II 

1976  Fluor  Drilling 
Wodeco  III 


1976  Odeco 

Ocean  Eiprets 


1976  Reading  &  Bates 

W.  D.  Kent 


1976  Scan  Drilling 

Scan  Sea 

1976  Sun  Marine  Drilling  and 

Offshore  Constructors 
George  F.  Ferris 

1976  Penrod  Drilling 

Penrod  53 


1976  Petrobras 

Petrobras  III 
(Formerly  Penrod  63) 


YEAR 


1955 
1958 
1961 
1966 

1968 


Jack-up 
Jack-up 

Semi-submersible 

-   -■  - .    -    -  ■  -.'jft 

Semi -submersible 


Work-over 
Drill  barge 

Submersible 

Jack-up 


Jack-up 

Jack-up 
Drill  barge 

Jack-up 

Jack-up 

Jack-up 
Jack-up 

Jack-up 

Jack-^p 


N/A 

N/A 

20.0  million 
N/A 

N/A 

Total  loss 
Total  loss 

10.0  million 

N/A 
N/A 

Total  loss 

N/A 

N/A 
N/A 

N/A 

N/A 


Capsized  while  under  tow  in  Gulf  of  Mexico.  Rig 
reportedly  on  its  side  in  30  ft.  of  water.  Salvaged 
1975.  Not  in  operahon  at  this  time. 

Damaged  during  jacking  operations  in  Gulf  of  Suez 
due  to  poor  bottom  conditions.  A  portion  of  the 
drilling  equipment  was  later  salvaged. 

Capsized  during  storm  in  U.K.  sector  of  North  Sea, 
100  miles  east  of  Orkney  Island.  Not  salvaged.     .,.„ 

Rig  located  off  Lerwick  during  storm  which  capsized 
sister  rig,  Transocean  III.  Owners  evacuated  the 
crews  from  the  61  bul  reported  no  damage  to  the  rig. 
Rig  was  modified  in  1974.  Currently  idle  in  N.  Sea 
area. 

Overturned  while  under  tow  about  18  miles  off 
Grand  Isle,  La.  Not  extensively  damaged.  Not  in 
operatioij  at  this  time. 

Broke  up  and  sank  at  Avondale's  dock  near  New 
Orleans  during  storm.  Total  loss. 

Sank  while  under  tow  to  South  America. 


Sank  following  blowout  in  Gulf  of  Mexico.  Later 
dynamite  was  used  to  remove  leg  sections  so  the 
unit  could  sink  to  the  bottom. 

Blowout  in  Gulf  of  Mexico.  Partially  Salvaged. 


Ran  broadside  into  Reading  &  Bates  jack-up  W.  D. 
Kent.  (See  1976  listing).  Repaired  and  returned  to 
service. 

Capsized  during  storm  off  Corpus  Christ!,  Texas. 
Divers  later  removed  leg  sections  with  dynamite  in 
order  to  permit  the  unit  to  sink  to  the  bottom.  Not 
salvaged. 

Damaged  while  drilling  a  relief  well  off  Dubai  in 
Arabian  Guil.  Reportedly  hit  broadside  by  Western 
Offshore  III  while  work  was  underway  after  a  storm 
blew  up. 

Capsized  while  under  tow  to  second  drillsite  off 
Taiwan. 

One  leg  damaged  during  heavy  seas  off  Cook  Inlet, 
Alaska  when  preparing  to  move. 

Sustained  heavy  damages  during  storm  off  Louisiana. 
Repaired  and  scheduled  to  resume  drilling  opera- 
tions in  early  1977. 

No  information  available. 


TABLE  2- MINOR  MOBILE  RIG  MISHAPS 


OWNER/RIG  NAME 


TYPE 


Offshore  Co. 
Rig  52 

Offshore  Co. 
Rig  55 

Reading  and  Bate* 
Mr.  Louie 

Offshore  Co. 
Rig  52 

Zapata  Off-Shore 
Nola  III 


Jack-up 
Jacfc-op 
jKk-up 
J«k-«p 
Drill  barge 


ESTIMATED  COST  OF  MISHAP 

DAMAGE,  DOLLARS  PRESENT  STATUS  IF  AVAILABU 

OJ  million  Damaged  while  being  jacked  up.  Sahraged. 

0.7  million  Demaged  by  stonn  during  tow.  Sahaged  and  returned 

tosemca. 

0  5  million  Damaged  by  storm  while  under  tow  in  Gulf  of  Mexico. 

Sahraged.  Currently  stacked  in  Nigena. 

lU  million  Damaged  leg  —  uhaged. 

N/A  Fire  in  engine  room  while  oft  coast  of  Sumatra. 

Several  engines  replaced.  Rebred  in  1973. 

Continued 
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\TAR 

OWNER/RIG  NAME 

19S9 

onshore  Co.  Constructor 
John  C.  Nbrthont 

1969 

onshore  Co. 
Mercury 

1969 

onshore  Co. 
North  Star 

1969 

OOECO  (formerly  Rimrock 

Tidelands) 

Rlmtlde 

1969 

Rowan  Drilling 
Rig  20 

1969 

Santa  Fe 
Mariner  1 

1969 

Storm  Drilling 
Typhoon 

197D 

Fluor  Drilling  Service* 
WodecoV 

1970 

Kenting  Ltd. 
Kentingl 

1970 

Offshore  Co. 
Discoverer  III 

1970 

onshore  Co. 
Mercury 

1970 

Reading  i  Bates 
Sonde  1 

1970 

Transworld  Drilling 
Transworld  61 

1970 

Westbume  International 
Westdrill  1 

1974 

Global  Marine 
Grand  Isle 

rrPE 


ESTIMATED  COST  OF 
DAMAGE,  DOLU^RS 


MISHAP 
PRESENT  STATUS  IF  AVAILABLE 


Jack-up 

100,000 

Jackmp 

0.1  millioa 

Jack-up 

N/A 

Submersible 

Less  than  100,000 

Inland  barge 

800.000 

Catamaran,  Semi- 
submersible 

02  million 

Drillship  —  Converted 
Navy  refrigeration  ship 

N/A 

Barge-shap* 

0.7  million 

Jack-up 

0.5  million 
aotal) 

Ship-shape,  self-propelled 

O.S  million 

Jack-up 

OJ  million 

Ship-shape 

0.15  million 

Semi-submersible 

0.8  million 

Jack-up 

0.5  million 

Drillship 

N/A 

During  storm  in  Gulf  of  Alaska  suffered  leg  damage 
Repaired. 

Damaged  while  in  Lisbon  harbor.  Salvaged. 

While  in  tow  sustained  leg  damage  during  North  Sea 
storm.  Repaired. 

Blowout  in  Gulf  of  Meiica  Sah/aged. 


Destroyed  by  Hurricane  Camille. 

Rough  weather  off  Argenbna  caused  structural 
damage  to  hull.  Repaired. 

Encountered  storm  when  enroute  to  location  off 
Israel  in  Mediterranean.  Currently  working  off 
Africa. 

Driir&llars  fell  from  derrick  which  pierced  main 
deck  and  hull  bottom.  Had  to  overtiaul  all  electrical 
gear  m  DC  generator  room,  including  generators  and 
switch  controls.  Overhauled  engines  and  patched  hull. 

Structural  damage  because  of  storm  In  mid-Atlantic 
while  under  tow  (1/70).  Repaired.  Hull  damaged 
when  sabotaged  of!  Ivory  Coast  (3/70).  Repaired. 
Sold  io  Westtiurne  InfL  Drilling  Ltd.  Now  idle  off 
Gabon,  West  Africa. 

Damaged  by  blowout  but  no  fire.  Repaired. 


Damaged  by  heavy  weather.  Salvaged. 


Damaged  hull  when  collided  with  French  freighter 
while  in  Gulf  of  Lyons.  Repaired. 

While  moving  onto  location  off  South  Africa,  high 
wind  and  rough  water  damaged  columns.  Repaired. 

Storm  damage  while  in  tow  off  Ivory  Coast  Sahiaged. 

Heliport  damages  sustained  during  North  Sea  storm. 
Repaired  and  returned  to  service. 


TABLE  3 -CLASSIFICATION  OF  MAJOR  MOBILE  RIG  MISHAPS 


Moving  or 

preparing 

Blowouts         to  move 


TYPE  OF  MISHAP 


Storm 
In  transit 


Storm  On  location 

on  location     (Ei.  blowouts) 


Collisions 


Fire 
at  sea 


Other 


Submersibles 

Jack-ups 

Orillships&  Barges.. 
Semi-submersibles.. 

TOTALS 


1 

3*. 
2  i' 

16 


I 

12 
2 
2 


U 


2 
6 
3 
2 

13 


TABLE  4- CLASSIFICATION  OF  MINOR  MOBILE  RIG  MISHAPS 


,%;a'-'--.-/J-i*>'' 


Moving  or 
preparing 
Blowouts         to  move 


TYPE  OF  MISHAP 


Storm 
in  transit 


Storm  On  location 

on  location     (Es.  blowouts)     Collisions 


Fire 
at  sea 


Other 


Submersibles ~       I 

Jack-ups 

Onllshipsi  Barges 

Semi-submersibles 

TOTALS 


8 

I 

1 

i 

1 
1 

3 
1 

1 

'    I 

•• 

2 

U 

S 

2 

I 

., 
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ATTACHMENT  11 
Coast  Guard  Safety  Advisory  to 
operators  of  Mobile  Offshore 
Drilling  Units 


DEPARTMENT  OF  TRANSPORTATION 
UNITED  STATES  COAST  GUARD 


MAIUING  ADDRESS  ,    ,„,. 

US   COASTGUARD    (G-MVI-1/83) 
WASHINGTON.  DC.     20590 

PHONE.  202-426-1464 


16710/RANGER  I 
*7  June  1979 


Deax  Sir: 


Preliminary  findings  by  the  Coast  Guard  Marine  Board  of  Investigation 
indicate  that  the  RANGER  I  collapsed  as  a  result  of  a  fracture  near 
the  attachment  of  the  leg  to  the  supporting  mat.   In  that  this  problem 
may  exist  on  other  Mobile  Offshore  Drilling  Units  (MODU's),  this  safety 
advisory  is  being  sent  to  MODU  ovmers  and  operators. 

The  RANGER  I  was  constructed  by  Bethlehem  Steel  Corn,  Beaumont,  TX  in 
1969  as  a  propulsion  assisted,  jack-up  unit  capable  of  operating  in 
70  feet  of  water.  A  brief  description  of  RANGER  I  follows: 

MAJOR  COMPONENTS  -  Upper"  hull,  sigjport  mat  and  three  cylindrical  legs 
UPPER  HULL  -  115  ft  long,  74  ft  wide,  8  ft  deep  contains  complete  rig, 

all  working  and  living  areas,  heliport  emd  propulsion 

assist  units 
SUPPORT  MAT  -  110  ft  long,  84  ft  wide,  8  ft  deep  with  2  ft  scour  skirt 

attached  y  '". 
THREE  CYLINDRICAL  LEGS  -  Each  4  ft  in  diameter,  125  ft  long,  connected 

to  upper  hull  by  a  hydraulic  jacking  system  and  terminating 

at  the  lower  end  as  an, integral  part  of  support  mat. 

The  single  stern  leg  of  RANGER  I  apparently-  collapsed  as  a  result  of  a 
fracture  near  the  attachment  of  the  leg  to  the  supporting  mat.   The  fracture 
appears  to  have  been  initiated  by  a  fatigue  crack  that  went  undetected 
during  periodic  visual  inspection  of  the  leg.   The  material  in  way  of  the 
fracture  is  ASTM  A-36,  7/8  inch  thick. 

Owners  of  MODU's  of  similar  design  should  ensure  that  support  legs  are  non- 
destructively  evaluated  in  the  region  of  their  attachment  to  the  support  mat 
as  soon  as  possible.   Section  16  of  ABS  Rules  for  Offshore  Mobile  Drilling 
Units  provides  guidance  on  joints  and  connections  requiring  particular 
attention  at  annual  and  special  periodical  surveys. 

For  further  information  please  feel  free  to  contact  this  office. 

Sincerely, 


E.  DeCARTERET 
Captain,  U.S.  Coast  Guard 
Chief,  Merchant  Vessel  Inspection 

Division 
By  direction  of  the  Commandant 
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ATTACHMENT  10-A 


Summary  of  MODU  Casualty  Reports 


(partial  1975  -  partial  1978)        *  " 


63255  20MAR75  Jack  up  TOPPER  III,  O.N.  544816  capsized  in  Gulf  of  Mexico,  no 

personnel  injuries.  Erosion  of  sea  floor  around  legs  caused  by  escaping  gas 
from  drill  casing. 

60340  3SEP75  PENROD  71,  O.N.  562372  collided  w/  supply  vessel  DOGGER  SHORE  (foreign 
flag)  in  N.  Sea.  Poor  judgement  on  part  of  supply  vessel. 

60233  27JUL75  M/U  KING  TIDE  O.N.  509771  collided  with  MODU  Santa  Fe  Mariner  I  O.N. 
514359,  offshore  Trinidad.  Failure  of  M.V  to  adequately  moor  per  weather. 

60747  22SEP75  D/U  Sante  Fe  Mariner  2,  O.N.  545976,  Block  A-341  High  Island.  Heavy 
weather,  lost  48  boat  fender  timbers. 

62500  10FEB76  Uninspected  drilling  barge  TIDEWATER  XUIII,  O.N.  519419  towed  by 

uninspected  M.V  EL  POTRO  GRANDE  O.N.  505788  and  M.V  EL  PUMA  GRANDE  O.N.  298557, 
collided  with  A  to  N  LT  4(LL  NR  248100)  in  Bell  Pass,  La.  No  loss  to  life 
or  property.  Low  speed,  loss  of  steerage. 

61932  15FEB76  MODU  SANTA  FE  MARINER  I  O.N.  514359  and  M/V  BRICK  TIDE  O.N.  504263 

collided  N.E.  coast  of  S  America.  No  loss  of  life.  M.V  failed  to  ascertain 
the  effects  of  wind  and  current,  MODU  lacked  adequate  fendering  in  cargo 
loading  area. 

63953  16APR76  Jack  up  PENROD  53  O.N.  501872  lost  three  legs  while  under  tow  in  Gulf 
of  Mexico,  no  personnel  injuries.  Heavy  seas  and  resultant  pitch  induced 
fatigue  on  legs. 

71622  12MAY76  Foreign  vessel  collided  w/  SEDCO  707  (under  construction)  Avondale,  LA 
No  injury  or  loss  of  life. 

63398  17MAY76  Jack  up  FJELLDRILL,  unnumbered,  towed  by  M/V's  HELEN  MORAN,  O.N. 

299319,  TROJAN  O.N.  251243,  collided  w/  Kansas  City  Southern  Railroad  Bridge 
across  Neches  River  Beaumont,  TX.  No  injuries.  Inability  to  judge  river 
bottom  on  mat  section. 

63321  20MAY76  Jack  up  JULIE  D.  O.N.  567327,  sustained  damage  as  result  of  fire  in 
Houma  ship  channel.  No  loss  of  life.  Cause  unknown,  probably  galley. 

71256  14JUN76  Inspected,  undocumented  self-propelled  semi  ZAPATA  SARATOGA  (under 

construction),  fire.  Result  of  welding  operations.  Avondale  Shipdyar(^  Miss. 
No  loss  of  life  or  injury. 

63876  21JUN76  Uninspected,  undocumented  drill  barge  ST.  LOUIS,  fire  to  control 

board.  Eugene  Island  block  80,  Gulf  of  Mexico.  No  injury  or  loss  of  life. 
Circuit  breaker  arc.  Natural  causes.  Ionization  effects  on  equipment. 

63861  26JUN76  BLUEWATER  No.  3  O.N.  503347,  material  failure,  no  injury  or  loss  of 
life.  Crane  operator  left  cab,  load  dropped  on  deck. 

70233  17JUL76  M/V  PACIFIC  SEAL  O.N.  294028  collided  w/  jack  up  OCEAN  STAR,  oninspected, 
unnumbered.  No  injury  or  loss  of  life.  S.  Timbalier  Island  Block  86.  Gulf 
of  Mexico.  Negligence  on  part  of  M/V. 
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63849  6AUG76  M/V  INPERIAL  SERVICE  collided  w/  inspected  semi  BLUE  WATER  No.  3 

O.N.  5033A7.   Improper  control  of  vessel  while  mooring  alongside,  wind  and 
sea  state  contributed.  No  injury  or  loss  of  life. 

64070  9AUG76  Jack  up  BARGE  NO.  1,  undocumented,  collided  w/  pier  at  Uentnor,  N.J.. 
No  loss  of  life  or  property.  Storm  sheared  17  legs,  4  anchor  cables  parted. 
No  negligence. 

64206  15AUG76  Inspected  semi  SANTA  FE  MARINER  2,  G.N.  545976,  weather  damage 

while  anchored,  no  injury  or  loss  of  life.  Ingress  of  water  through  engine 
room  exhaust  vent,  causing  shorts. 

72092  22AUG76  M/U  CONSTELLATION  O.N.  519863  collided  w/  semi  SANTA  FE  MARINER  3 

O.N.  570788,  failure  of  operator  to  keep  clear  of  moored  vessel.  North  Atlantic. 

71436  17JAN77  Foreign  M/V  Imperial  Service  (U.K.),  collided  with  MODU  BLUE  WATER 

No  3  O.N.  503347.  No  loss  of  life  or  injury.  South  Atlantic.  Failure  of  M/U 
to  maneuver  properly  while  attempting  to  moor. 

70782  20JAN77  Transworld  Drilling  Co.,  RIG  59,  explosion  and  fire.  E.  Cameron 
Block  64,  Gulf  of  Mexico.  Defective  or  partially  opened  safety  valve,  gas 
exited  to  machinery  spaces  and  was  ignited.  3  men  injured. 

73540  16MAR77  Large  wave  washed  M/U  A.W.  MARTIN  into  aide  of  MODU  ALASKAN  STAR 
during  cargo  transfer  in  Gulf  of  Alaska. 

73370  2APR77  Inspected  M/V  FLORIDA  MARTIN  II  O.N.  570064  collided  w/  inspected  semi 
RIG  CENTURY  O.N.  552669,  block  #  265  Main  Pass,  Gulf  of  Mexico.  No  injury  or 
loss  of  life.  Malfunction  of  port  power,  kept  engine  in  reverse. 

80888  18APR77  Uninspected  M/V  ANCON  O.N.  296767  struck  by  falling  cargo  boom  and 
load  from  uninspected  jack  up  RANGER  RIG  III  in  block  llo  West  Cameron,  Gulf 
of  Mexico.  Lifting  nitrogen  tank,  rope  failure,  damaged  boat. 

72368  17MAY77  Inspected  semi  SANTA  FE  MARINER  2  O.N.  54376,  weather  damage  while 

anchored  in  Atlantic.  No  loss  of  life  or  injury.  Ingress  of  water  through  non- 
watertight  door. 

72989  10JUN77  Damage  to  undocumented  jack  up  OCEAN  MASTER  II,  Bight  of  Biafra. 
Attempted  to  jack  in  heavy  swells,  roll  and  pitch  broke  legs.  Certificate 
of  Inspection  not  issued  for  voyage. 

72937  18JUN77  Foreign  derrick  lay  barge  ETPM  701  (France)  towed  by  uninspected 

M/V  EL  BURRO  GRANDE,  O.N.  567686,  collided  with  uninspected  jack-up  J.  STORM  IV, 
Block  520  Matagorda  Bay,  Gulf  of  Mexico.  No  loss  of  life  or  injury.  Error  in 
judgement  of  master  of  701,  to  allow  for  wind  and  current. 

80249  5JUL77  Uninspected  M/V  CARIBBEAN,  O.N.  284871  grounded,  collided  w/  tow 

Williams  Drilling  Co.  RIG  #  5,  grounding  and  capsizing  it.  No  loss  of  life  or 
injury.  Negligence  of  M/V  CARIBBEAN. 

73146  22SEP77  Submersible  Drill  Barge  PENROD  51  O.N.  535164.  High  pressure  pipe 

connections  failed,  propelling  pipe  into  workers.  1  dead,  1  injured.  Evidence 
of  negligence  of  Kerr-McGee  Corp.,  pipe  not  tested. 

83773  19FEB78  Williams  submersible  Drilling  RIG  6,  O.N.  263062,  capsized  under  tow  by 
M/V  BART+8RET  O.N.  588920,  M/V  LITTLE  MIKE  O.N.  509513,  M/V  GWEN  G.  O.N.  271624, 
M/V  CHALLENGER  O.N.  274261,  intersection  of  Ohio  Canal  and  Bayou  Boutte,  no 
injuries.  Lack  of  planning. 
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B5323  6JAN78  Jack  up  PENROD  63  O.N.  589096,  worker  burned  while  changing  circuit 
breaker. 

66094  26FEB78  Sumbersible  PENROD  51  O.N.  535164,  worker  swept  into  Gulf  of  Mexico 
by  large  wave. 

82383  8MAR78  Drillship  JAVA  SEA  O.N.  568182,  collision  in  Gulf  of  Mexico  with  M/U, 
no  injuries. 

91051  9APR7e  M/U  collided  with  semi  BLUE  WATER  NO.  3  O.N.  503347,  no  personnel 
injuries. 

84125  27JUN78  Tugboat  collided  with  anchor  rack  of  ZAPATA  SARATOGA  O.N.  575526 
in  Gulf  of  Mexico,  no  injuries. 

7JUL78  BLUE  WATER  IV,  sustained  vertical  stiffener  damage  while  raising  anchor. 

86598  28AUG78  PENROD  51  O.N.  535164,  GLOMAR  PACIFIC  O.N.  583232,  at  Pier  34  inudstrial 
accident,  1  man  killed  by  falling  ladder. 

90195  8SEP7B  OCEAN  TEMPEST  O.N.  248773  collided  with  M/V  in  Block  224,  Ship  Shoal 
Area,  Gulf  of  Mexico,  no  injuries. 

17SEP78  ROWAN  FORT  WORTH,  employee  killed  by  falling  drill  pipe  while  vessel 
being  outfitted. 

91463  40CT78  PENROD  61  O.N.  536892,  1  man  killed  by  explosion  while  removing 
blow  out  preventer.  Explosion  caused  by  build  up  of  gas. 

7N0U78  MALLARD  35,  rig  collapssd,  2  fatalities,  investigation  pending. 

91460  27N0V78  OCEAN  EXPLORER  O.N.  296607,  collision  in  Gulf  of  Mexico,  no  injuries 
or  loss  of  life. 

91532  10DEC7e  OCEAN  TEMPEST  O.N.  248773  collided  with  M/V  in  Gulf  of  Mexico,  no 
injuries  or  pollution. 

20JAN79  ROWAN  MIDLAND,  employee  injured  by  air  hoist  line. 

2BFEB79  ROWAN  MIDLAND,  collided  with  M/V  VINCENTE  GUERRERRO  in  Galveston 
Ship  Channel,  minor  damage. 
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(7)        (BEGIN  TEXT  ON  LINE  W.     DOUBLESPACE.     MAKE  NO  MARKS  IN  SHADED  AREAI. 

UNCLAS       //Nlb7D3// 

FRon      G-nvi 

SAFETY  ADVISORY  TO  OWNERS  OF  MOBILE  OFFSHORE  DRILLING  UNITS  -CHODU'S} 

1.  OWNERS  OF  SELF-ELEVATING  nODU'S  SIMILAR  TO  THE  RANGER  I  JHAT  ARE 
SUPPORTED  BY  THREE  CYLINDRICAL  LEGS  ARE  ADVISED  THAT  THE  SINGLE  STERN 
LEG  OF  THE  RANGER  I  COLLAPSED  AS  A  RESULT  OF  A  FRACTURE  NEAR  THE 
ATTACHMENT  OF  THE  LEG  TO  THE  SUPPORTING  MAT.   THE  FRACTURE  APPEARS 

TO  HAVE  BEEN  INITIATED  BY  A  FATIGUE  CRACK  THAT  WENT  UNDETECTED  DURING 
PERIODIC  VISUAL  INSPECTION  OF  THE  LEG.   THIS  CONDITION  MAY  EXIST  OR 
DEVELOP   ON  MODU'S  OF  SIMILAR  DESIGN.  . TO  THE  RANGER  I.   THE  OWNERS 
SHOULD  ENSURE  THAT  THE  SUPPORT  LEGS  ARE  NON-DESTRUCTIVELY  EVALUATED 
IN  THE  REGION  OF  THEIR  ATTACHMENT  TO  THE  SUPPORT  MAT  AT  THE  NEXT  DRY- 
DOCKIN.G  OF  THESE  MODU'S.   SECTION  lb,  ABS  RULES,  OFFSHORE  MOBILE 
DRILLING  UNITS  PROVIDES  GUIDANCE  ON  JOINTS  AND  CONNECTIONS  REQUIRING 
PARTICULAR  ATTENTION  AT  ANNUAL  AND  SPECIAL  PERIODICAL  SURVEYS,  WHICH 
WILL  NORMALLY  COINCIDE  WITH  THE  DRYDOCKING. 

2.  RANGER    I    INFO: 

A.       UNINSPECTED,    PROPULSION    ASSISTED,    JACK    UP    UNIT    CAPABLE    OF 


OPERATING    IN    70    FT.     OF    WATER. 
OjDRAFTER    NAME,  TITLE.  OFFICE 


(10)  RELEASING  OFFICER    NAME. TIILE.  OFFICE 
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(7)        (BEGIN  TEXT  ON  LINE  IP.     DOIIRI  E  l^rAC.E-     MAKE  NO  MARKS  IN  SHADED  AREA). 

B.  DESIGNED  AND  CONSTRUCTED  BY  BETHLEHEH  STEEL  CORP.-.  BEAUHONT, 
TX  IN  nb'l  AS  ABS  CLASS  A-1  SELF-ELEVATING  DRILLING  UNIT. 

C.  MAJOR  COnPONENTS  ARE  UPPER  HULL,  SUPPORT  HAT  AND  THREE 
CYLINDRICAL  LEGS. 

D.  UPPER  HULL  IS  115  FT.  LONG-.  7M  FT.  1JIDE-.  8  FT.  DEEP  AND 
CONTAINS  COMPLETE  RIG-.  ALL  WORKING  AND  LIVING  AREAS-.  HELIPORT  AND 
PROPULSION  ASSIST  UNITS. 

E.  SUPPORT  MAT  IS  11B;FT.  LONG-.  fiM  FT.  WIDE-.  6  FT.  DEEP  WITH  2 
FT.  SCOUR  SKIRT  ATTACHED. 

F.  THREE  CYLINDRICAL  LEGS  M  FT.  IN  DIAnETER-.  125  FT.  LONG-. 
EACH  CONNECTED  TO  UPPER  HULL  BY  A  HYDRAULIC  JACKING  SYSTEM  AND 
TERMINATING  AT  THE  LObJER  END  AS  AN  INTEGRAL  PART  OF  SUPPORT  MAT. 
MATERIAL  ASTM  A-3b-.  7/8  INCH  THICK  IN  UAY  OF  FRACTURE.   LAST  VISUAL 
INSPECTION  OF  STERN  LEG  IN  UAY  OF  FAILURE  UAS  DURING  ANNUAL  AND 
SPECIAL  PERIODICAL  SURVEY  AT  ALABAMA  DRYDOCK  AND  SHIPBUILDING  CO  IN 
MAR  7T.   NDT  UAS  NOT  DONE. 

J.  E.  DECARTERET-.  CAPT-.  USCG 

CHIEF-.  MERCHANT  VESSEL  INSPECTION  DIVISION 


(9)  ORAFTER^AME, TITLE.  OFFIPE 


)  DRAFTER  v^AME.l 

/J.  tJ.  U^'^^ 

H.    U.     COHOON-.    LT-.    USCG 

G-MVI-l/a3-.    EXT.     blMbM 


0.    E.     DECARTERET,    CAPT-,    USCG 
CHIEF-.    G-MVI/a3 
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■^     V  ■■  •  ° ' ,   The  Library  of  Congress 
:  ^W^^  °z    Congressional  Research.  Service 
i^,*      Washington,  D.C.  20540 


July  13.  1979 


TO 


FROM 


SUBJECT 


Honorable  John  Murphy 

Attention;   Gene  Gleas 


Lawrence  C.  Kmslns     Z'  fl*^   /\^^:— -^' 

Analyst,  Fuels  and  Minerals  gectlon 

Envlroniaent  and  Natural  Eesources  Policy  Division 

Hew/old  crude  oil  definition  ■  •'  .>■  C^l  '  '   \   -' 


This  la  in  response  to'  your  request  for  a  description  of  the  . -^ . 


■-•^ 


'^i 


-  -     criteria  under  which  "new"  and  "old"  (upper  and  lower  tier,  to  be  teclmlcally  .^Jjf 
correct)  are  detertdned.  Aa  we  discussed,  the  initial  criteria  is  based  ^^flv^Sf 

^i"'  on  a  producing  property  definition.  This  is  contrary  to  one  popular  ;  j   .  ,,  - 
fidsconceptlon — that  new  oil  cotaes  froa  a  new  well.   >-.^;/j  :";-'!;. ^       ^o, 

^''       "   Simply  stated,  new  oil  Is  crude  produced  froa  a  new  property, "-^i^^t'fi^^ 

"  "  or  crude  produced  froa  an  existing  property  in  excess  of  its  basely 

period  control  level  (BPCL).  Old  oil  is  crude  produced  f  ron  an  old  ;^;^^^  ^   ^^^^ 

'    property  equal  to  or  less  than  the  BPCL.  The  definition  for  each  of 

these  terns  are  Isiportant  and  we  have  reproduced  then  below  froo  the    -_^   ;■:-, 
Monthly  Fnerf;y  Review,  Definitions  Section  which  is  in  the  back  of  every  ;.:tfr 
issue:  -  ~-       -■.- ■   :' ..?,"'■  ^  ..-■  ■  < -,-v>f ,  A^  :'7:v'';  - - 


"Property   ■s."   .-.    '  -  ■■  ■  -^  :-^,:'^;  i  -■  ■  ^-^'^ '■5'-"-^:?.'*'i-'" 

Prior  to  August  26,  1976,  a  property  was  defined  as  ■■^^■^:)^i(M'.j^^ 
the  right  to  produce  dorsestlc  crude  oil,  which  arises  ,-;_V:'.f,"  = 
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fron  a  lease  or  froa  a  fee  luterest.  This  definition 
VBB   interpreted  to  apply  only  to  a  surface  lease.  In 
'  August  1976  the  definition  of  a  property  was  changed  so 
r   that  a  producer  oay  treat  as  a  separate  property  each 
-^  separate  and  distinct  producing  reservoir  subject  to 
.;  'the  sane  right  to  produce  crude  oil,  provided  that  buch  .;.'■':;- 
.  X  reservoir  Is  recognized  by  the  appropriate  governmental  -:•  >.  i 
regulatory  authority  as  a  producing  fomation  that  is  "'..'':.:rf_ 
separate  and  distinct  from,  and  not  in  conmiunicatiou  vith,  ■  ■• 
,-.  any  other  producing  formation.  Although  this  new 
■  ■-  definition  was  not  linpleniented  until  August  26,  1976,  It  ...r-^- 
was  Bade  effective  retroactively  to  February  1,  1976.   '"^'-V^iri 
'';;(F.R.  36171,  August  26,  1976)  -v.  -  7?-  ^    ^Tj^ 

W^  "Liower  Tier  Crude  Oil  ■   ''-'■■"■.-l&''    v.-^S"'',  ^v-'^S^ft-"--:";*^^ 


::-^if^A 


'-^^*-  The  total  number  of  barrels  of  crude  oil  produced  and 
Jt-:S;V^8old  fron  a  property  in  a  specific  Konth  up  to  the  •-  -'.^iVv^^ 
?Kr^^  amount  of  base  period  production.  Base  period  production  ^.^g 
>:)sk^re<l«ial8  the  lesser  of  1972  or  1975  production,  with  a  '-4v^;£%?? 
5^^-.  ^^'dowTwafd  adjustment  to  take  account  of  depletion  of  the  ';*^* 
^  "^  oil  field  (see  Base  Production  Control  Level).   -^"'  ■•--  -i^  .^ 

'*    "Upper  TieiTcruda  Oil  '     ^  --j„'  -^  ;   '■?»>-•"  '^'"  -.  »£ 


5  t   *^^* 


"^   ^  1.  Prior  to  February  1,  1976»  the  total  number  of  ,  ~  ,'  ^ 

<  '    barrels  of  doisestic  crude  oil  produced  and  sold  In  a  ft-:--...a8 

1.   specific  month,  less  the  base  production  control  level  .i'.s^i^^'^ 

'   for  that  i3onth  and  less  the  current  cuisalative  deficiency .';:*• 

St  '  ,  2.  February  1,  1976  through  August  31,  1976:  the  total  -i-f^ 

number  of  barrels  of  domestic  cirude  oil  produced  and  sold  t^^ 

in  a  specific  month,  less  the  property's  base  production  ,r^- 

control  level  for  that  aonth  and  less  the  current  iv-T'-.l^iiiyvi^ 

cuffiulative  deficiency  since  February  1,  1976.  Includes  \%t^. 

new  crude  oil  and  crude  oil  produced  from  a  stripper  :'^\f2'^ 

well  property.   . -o^:.     ^,   "  --    _  -i  '"  .     °^"f^.'  ^'v^ 

3.  Since  September  1,  1976:  upper  tier  crude  oil  excludes  V 

crude  oil  produced  from  a  stripper  veil  property.  ■.■,.  >...v.V. 

"Ease  Production  Control  Level        .'■"•'     -^'^'■''     ^ •>.->' 

1.  Prior  to  February  1,  1976:  the  total  number  of  1  ■•;  ■- 
barrels  of  doocstic  crude  oil  produced  and  sold  froD  a  .''.'J// 
particular  property  in  the  corresponding  month  of  1972.  '•,"■; 
If  dooestic  crude  oil  was  not  produced  and  sold  froa  '  .;k^j 
that  property  in  every  nonth  of  1972,  the  total  number  ",  :T 
of  barrels  of  doiKestlc  crude  oil  produced  and  sold  froa  '  '.■"': 
that  property  in  1972,  is  then  divided  by  12. 
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1^!'   ri   Sv'^^if^-  "2-  Effective  February  1,  1976:  the  total  nunber  of  barrels 

^;;      ..  ■  i.'.v' j^'vi^'-/  of  crude  oil  produced  and  sold  fron  tlie  property  during 

i^;?!''^'  •/  calendar  year  1975,  divided  by  365,  and  miltlplled  by 

;V_ -;  ■      .>  C^?^-:~  :  the  number  of  days  In  the  particular  Donth  during  1975. 

■'\^-:  -^;:5ii  ■■  A  producer  Fiay  elect  to  use  the  total  number  of  barrels  "_.v ••.;■'■  • 

':';••.     -^  'V;."-  ■:  of  crude  oil  produced  and  sold  froa  the  property  during   ■'-'■.•'  •-.' 
-  '.'    «0 '■"■;'   ■  ^calendar  year  1972,  divided  by  366,  and  Eultlplled  by    ■."■•JJ;^: ■.,?..•:•: 

'■  "  .  A,"  'tUr-  •;.  the  nuiaber  of  days  In  the  particular  nonth  during  19J2."  ,;';.-'--"  " 

.  ■■■  .--o!.^:-,-^-' •:■■;-'-> •■■-^  ■•'•\'\  -   _;■;   -.-    /-     -  ■;■■'■""  "^ 

.,  - -J,:-^'--  .'  On  final  point  from  our  conversation  which  should  be  reiterated  ■-'""   " 

V  •  Is  that  a  producer  cannot  convert  old  oil  Into  new  simply  be  redrllllng  \_:'  • 

."e^dsting  properties.  •  The  definitions  here  really  exclude  this,  as  they  ■^f-r^v  r 

.;;;..  j-f^^'vere  designed  to  do  bo.  'The  real  new  oil  criteria  Is  production  above  v^"'-';^-.:  ,^'^^.; 

|i^<r^»^rBCPL  or  froa'anew  property.  •■^:^>g^p>jv_-  ;i:^;-^;^;.t|f^:--?^-^i-J-iKi^^'^'^ 


[Whereupon  at  12:15  p.m.,  the  select  committee  adjourned  to  the 
call  of  the  Chair.l 
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OUTER  CONTINENTAL  SHELF  OVERSIGHT 

HEARINGS 


WEDNESDAY,  AUGUST  1,  1979 

House  of  Representatives, 
Select  Committee  on  the  Outer  Continental  Shelf, 

Washington,  D.C. 

The  committee  met,  pursuant  to  notice,  at  10:12  a.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  John  B.  Breaux  pre- 
siding. 

Present:   Representatives   Murphy,   Breaux,   Miller,   Lewis,   and 

Livingston. 

Staff  present:  Larry  O'Brien  Jr.,  chief  counsel;  Carl  Penan,  chief 
of  staff;  and  C.  Grady  Drago,  minority  chief  counsel;  Thomas  R. 
Kitsos,  counsel;  Kate  Bonner,  research  assistant;  Thomas  Tacka- 
berry,   professional   staff  member;   and   Sherry   Sheffel,   minority 

counsel. 

Mr.  Breaux.  The  select  committee  will  please  be  in  order. 

Since  December  of  1978,  the  Select  OCS  Committee  has  conduct- 
ed a  vigorous  and  bipartisan  oversight  program  to  insure  that  the 
Outer  Continental  Shelf  Lands  Act  Amendments  of  1978  are  imple- 
mented expeditiously,  properly,  and  in  accordance  with  congres- 
sional intent.  Today,  we  open  our  ninth  oversight  hearing  with  the 
purpose  of  examining  the  proposed  5-year  leasing  program  which 
was  submitted  to  the  Congress  by  Interior  Secretary  Andrus  as  a 
requirement  of  section  18  of  the  1978  OCS  amendments. 

This  schedule,  the  very  heart  of  the  Nation's  OCS  program,  will 
determine  the  pace  of  oil  and  gas  leasing  on  the  shelf  through  the 
mid-1980's,  and  will  affect  OCS  production  levels  for  years  to  come. 
Since  the  inception  of  its  oversight  role,  the  Select  OCS  Committee 
has  closely  monitored  the  evolution  of  the  5-year  leasing  program. 
We  will  continue  to  scrutinize  all  aspects  of  the  program  and  follow 
all  the  procedural  steps  involved  in  finalizing  it  for  the  purpose  of 
preparing  a  thorough  committee  report  on  the  matter. 

With  this  objective  in  mind,  today  we  will  be  hearing  a  wide 
range  of  views  on  the  5-year  leasing  program.  Our  witnesses  in- 
clude both  industry  representatives  and  environmental  groups.  We 
are  interested  in  considering  comments  on  all  aspects  of  the  5-year 
leasing  program,  including  the  potential  energy  supply  impacts, 
socioeconomic  impacts,  effects  on  fisheries  and  wildlife,  risks  to  the 
environment  and  how  they  might  be  mitigated,  the  timing  of  sales 
and  alternative  approaches,  impacts  on  marine  sanctuaries,  poten- 
tial geological  hazards,  Federal/State  coordination,  interagency  co- 
ordination, administrative  constraints,  and  capital,  equipment, 
manpower,  and  other  constraints. 
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The  key  objective  in  the  formulation  of  the  5-year  leasing  pro- 
gram is  to  strike  a  judicious  balance  between  our  critical  need  for 
energy  and  the  environmental  and  other  potential  risks  associated 
with  offshore  development.  In  the  wake  of  the  Santa  Barbara  and 
other  oilspills,  in  view  of  the  Arab  oil  embargo  and  our  eroding 
energy  security,  and  in  light  of  three  successive  Presidential  calls 
for  accelerated  OCS  development,  it  is  this  objective  that  has  guid- 
ed the  committee  in  forging  a  comprehensive  legal  regime  for  the 
OCS,  and  in  carrying  out  its  oversight  responsibilities. 

Our  hunger  for  offshore  oil  and  gas  has  been  tempered  by  nu- 
merous environmental,  safety,  and  other  safeguards.  The  need  to 
share  the  burdens  of  OCS  development  and  to  fmd  additional  ener- 
gy resources  dictates  that  all  OCS  regions  should  contribute  to  our 
leasing  program,  taking  into  consideration  alternative  uses.  This 
effort  has  been  accompanied  by  a  broadening  of  State  and  local 
participation  in  the  formulation  of  OCS  decisionmaking.  The  5-year 
leasing  program  provides  for  a  systematic  approach  to  OCS  devel- 
opment which  will  minimize  uncertainties.  It  will  provide  a  rela- 
tively firm  leasing  schedule  for  planning  purposes  so  that  all  facets 
of  the  program  are  carefully  considered. 

Briefly,  section  18  requires  the  Secretary  of  the  Interior  to  pre- 
pare within  9  months  of  enactment,  review  annually,  and  update 
as  necessary,  a  5-year  leasing  program.  The  program  is  to  indicate 
the  size,  timing,  and  location  of  leasing  activities.  It  is  to  provide 
for  OCS  management  consistent  with  environmental  needs,  develop 
information  as  to  the  characteristics  of  all  proposed  leasing  areas, 
and  consider  coastal  zone  management  impacts  and  affected  States' 
policies,  plans,  and  goals. 

The  activities  of  the  Department  of  the  Interior  to  implement 
section  18  have  been  timely  and  commendable.  Shortly  after  the 
enactment  of  the  OCS  Act,  procedures  and  a  timetable  for  the 
development  of  the  5-year  leasing  program  were  established.  On 
March  9,  1979,  Secretary  Andrus  announced  the  submission  of  the 
draft  schedule  to  the  Governors  of  affected  States  for  review.  This 
draft  called  for  an  average  of  five  lease  sales  per  year.  Subsequent- 
ly, a  series  of  meetings  were  held  on  the  east,  west  and  gulf  coasts 
and  in  Alaska  to  hear  comments  on  the  draft  leasing  program. 

During  the  May  oversight  hearings,  the  Select  OCS  Committee 
addressed  the  5-year  leasing  program  in  light  of  the  President's 
April  call  for  the  accelerated  development  of  oil  and  gas  on  the 
OCS.  The  committee  found  that  the  March  proposal  fell  far  short 
of  the  recommended  production  goals  of  the  Department  of  Energy, 
which  advocated  an  average  of  seven  lease  sales  per  year.  It  was 
brought  out  that  too  little  emphasis  in  the  March  plan  was  placed 
on  high  potential  areas,  particularly  in  Alaska,  principally  due  to 
environmental  considerations.  Also,  some  high  potential  areas  were 
not  scheduled  until  late  in  the  5-year  period  and  would  not  contrib- 
ute to  our  energy  supplies  until  the  mid-1990's. 

In  addition,  it  was  pointed  out  that  a  large  proportion  of  the 
sales  on  the  March  draft  were  proposed  for  the  Gulf  of  Mexico, 
where  over  5,000  exploratory  wells  have  been  drilled,  and  we  can- 
not expect  to  find  the  truly  large  reserves  needed.  The  hearings 
also  identified  the  administrative  constraint  that  the  Department 
of  the  Interior  could  handle  a  maximum  of  6  leases   per  year. 
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The  proposed  June  5-year  leasing  schedule  covers  the  period 
from  March  1980  through  February  1985.  Until  such  time  as  the 
program  is  finalized,  the  August  1977  schedule  remains  in  effect. 

The  June  plan  attempts  to  provide  a  mixture  of  lease  sales 
among  the  proven  oil  and  gas-producing  areas  and  frontier  areas, 
calling  for  an  average  of  6  sales  per  year.  The  proposed  June 
schedule  provides  for  six  sales  in  the  Atlantic,  11  in  the  Gulf  of 
Mexico,  4  off  of  California  and  9  off  of  Alaska.  The  June  plan 
continues  to  emphasize  the  Gulf  of  Mexico,  where  over  one-third  of 
the  sales  are  to  be  held,  while  somewhat  accelerating  the  develop- 
ment of  offshore  lands  in  Alaska.  Of  the  total  of  four  additional 
sales,  two  are  in  the  mature  Gulf  of  Mexico  area,  and  two  are  in 
frontier  areas  offshore  Alaska. 

In  all,  4  million  acres  were  added  to  the  schedule  for  considera- 
tion. Although  the  1984  Cook  Inlet  sale  was  dropped,  it  was  re- 
placed by  another  Alaskan  sale.  In  addition,  we  are  informed  by 
DOI  that  the  acreage  under  consideration  for  the  1981  Cook  Inlet 
sale  has  been  increased.  One  demonstration  of  the  effort  to  develop 
high  potential  areas  early  is  the  fact  that  the  St.  Georges  Basin 
sale,  formerly  a  contingency  sale,  has  been  advanced  about  2  years 
on  the  schedule.  Still,  areas  of  high  interest  to  the  industry,  such 
as  the  Bristol  Basin,  were  not  scheduled  at  all. 

The  Secretary  of  the  Interior  has  decided  that  an  environmental 
impact  statement  will  be  prepared  on  the  proposed  schedule.  A 
draft  EIS  should  be  available  in  August  1979,  and  the  final  state- 
ment in  January  1980.  Again,  this  is  an  activity  the  committee 
intends  to  follow  closely. 

On  July  9,  1979,  the  committee  held  an  oversight  hearing  on  the 
jurisdictional  conflicts,  detailed  by  the  recent  GAO  report,  between 
DOI  and  DOE  in  carrying  out  the  OCS  program  and  the  5-year 
leasing  program.  It  should  be  pointed  out  that  since  the  time  GAO 
completed  its  investigation — and  as  the  date  of  our  public  hearings 
approached — many  of  the  difficulties  between  DOE  and  DOI  were 
resolved.  During  the  week  before  our  hearing,  top-level  personnel 
from  each  Department  met  and  dealt  with  many  of  the  jurisdic- 
tional problems.  One  example  of  this  is  a  new  memorandum  of 
understanding  between  the  two  Departments  with  respect  to  the 
promulgation  of  regulations  on  alternate  bidding  systems. 

Concerning  the  5-year  leasing  programs,  it  had  been  pointed  out 
that  Energy's  production  goals  had  not  been  used  in  putting  the 
March  draft  schedule  together.  Now,  Energy  assesses  that  the  June 
schedule  satisfies  85  percent  of  its  OCS  production  goals,  which  is 
an  improvement  of  as  much  as  40  percent.  Originally,  DOE  had 
favored  seven  lease  sales  per  year,  as  opposed  to  the  five  per  year 
proposed  by  DOI.  Interior  now  feels  that,  considering  environmen- 
tal and  other  constraints,  the  June  proposal  of  six  sales  per  year  is 
the  maximum  attainable  schedule.  DOI  noted  that  besides  advanc- 
ing high  potential  sales  off  Alaska,  it  has  increased  the  acreage  in 
its  Gulf  of  Mexico  sales,  where  they  believe  it  is  more  efficient  to 
have  two  sales  per  year,  rather  than  three  as  advocated  by  DOE. 

The  committee  is  aware  that  many  environmental  groups  and 
others  are  of  the  opinion  that  the  proposed  June  schedule  is  over- 
ambitious.  Many  are  concerned  with  the  progress  of  Interior's  envi- 
ronmental studies  program,  particularly  relating  to  the  frontier 
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area  sales.  Still  others  feel  that  the  schedule  places  too  much 
emphasis  on  the  Gulf  of  Mexico.  We  are  here  today  to  hear  all  of 
those  concerns,  and  we  would  ask  the  witnesses  to  be  specific  in 
explaining  where  they  feel  the  June  program  may  be  deficient,  or 
where  it  shows  promise. 

As  Deputy  Secretary  O'Leary  candidly  commented  during  our 
recent  hearings: 

We  really  have  not  gotten  to  the  point  as  yet  where  there  is  a  well-developed 
Federal  program  for  leasing  *  *  *.  Primarily  (in  the  past),  there  was  a  ceremonial 
dance  between  the  oil  companies'  desire  to  have  leases  on  the  one  hand  and  the 
Department  of  Interior's  capacity  to  supply  that  demand  *  *  *.  There  was  not  a 
national  interest  focus  *  *  *  other  than  the  desire  of  0MB  *  '  *  to  generate  in- 
come *  *  *. 

The  passage  of  the  1978  OCS  amendments  had  marked  a  giant 
step  to  improve  the  Federal  OCS  leasing  program.  More  specifical- 
ly, in  view  of  administrative  and  other  constraints,  the  new  June 
proposal  is  obviously  superior  to  the  draft  schedule  issued  in 
March.  However,  we  still  have  a  sizable  job  ahead  to  examine  all 
aspects  of  the  5-year  leasing  program,  and  to  fully  implement  the 
OCS  Act. 

I  would  like  to  now  recognize  the  chairman  of  the  full  committee. 
Chairman  Murphy,  for  any  comments  that  he  might  have,  while  I 
assist  him  in  chairing  this  phase  of  the  hearings. 

The  Chairman.  I  have  no  comments  at  this  time,  Mr.  Chairman. 

Mr.  Breaux.  Do  we  have  any  other  opening  comments? 

Mr.  Lewis.  Yes,  Mr.  Chairman.  I  would  like  to  take  excerpts 
from  my  ranking  member's  testimony  and  submit  the  balance  of 
that  testimony  for  the  record. 

Speaking  for  Mr.  Forsythe: 

Mr.  Chairman,  this  will  be  the  third  day  of  hearings  this  committee  has  held  on 
the  5-year  program.  There  have  been  many  statements  made  on  why  the  schedule 
should  be  increased  and  why  we  should  go  slower.  I  am  hopeful  that  we  can  hear 
from  today's  witnesses  as  to  the  particulars  in  these  areas.  I  would  like  to  state, 
however,  that  from  the  information  I  have  received  to  date,  it  is  my  contention  that 
we  have  not  even  approached  an  optimum  leasing  schedule. 

For  the  past  5  years,  we  have  been  investigating  every  aspect  of  the  U.S.  OCS, 
and  the  more  we  look  into  the  potential  of  that  area,  the  more  I  find  myself 
wondering  why,  when  major  energy  programs  are  proposed,  a  major  and  concerted 
effort  is  not  put  forth  to  lease  OCS  lands  on  a  massive  scale. 

We  have  now  heard  from  the  President  on  yet  another  proposal  for  the  solution  of 
our  Nation's  energy  problems.  I  support  the  President's  program  for  the  develop- 
ment of  synthetic  fuels,  primarily  the  development  of  synthetic  oil,  shale  oil,  tar 
sands,  fast  tracking,  and  a  concerted  effort  to  decrease  our  dependence  on  foreign 
oil.  However,  these  are  not  new  ideas.  For  years,  many  of  us  have  proposed  these 
very  programs,  and  as  a  member  of  the  House  Science  and  Technology  Committee,  I 
have  supported  the  accelerated  development  of  these  programs,  only  to  see  many  of 
my  pleas  fall  of  deaf  ears.  Now,  when  it  is  too  late  to  help  us  through  this  current 
crisis,  the  programs  suddenly  are  cure-alls. 

The  development  of  oil  from  coal,  oil  from  tar  sands,  and  the  production  of  oil 
from  shale  is  at  least  10  years  away.  During  this  period,  we  will  still  be  faced  with 
importing  oil  from  nations  whose  future  goodwill  and  stability  are  beyond  our 
control,  and  at  a  price  almost  twice  as  high  as  any  oil  that  can  be  developed 
domestically  from  conventional  sources. 

It  appears  to  me  that  if  we  did  indeed  want  to  decrease  our  current  burden,  we 
would  follow  the  lead  of  many  foreign  nations,  such  as  Russia  who  is  considering 
establishing  a  separate  government  entity  to  handle  their  OCS  production,  and  put 
the  same  concerted  effort  in  developing  our  hydrocarbon  energy  resources  from 
public  lands  that  we  are  now  going  to  put  into  developing  synthetic  fuels. 
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By  accelerating  leasing  efforts  on  the  OCS,  particularly  in  high  potential  and 
mature  areas,  we  could  easily  decrease  our  imports  by  close  to  5  percent,  and  the 
resulting  oil  would  cost  approximately  half  that  of  the  foreign  oil. 

Even  though  the  program  we  are  considering  today  is  a  vast  improvement  over 
the  program  issued  by  the  DOI  in  March  of  this  year,  I  feel  that  not  only  can  it  be 
accelerated,  but  many  of  the  lease  areas  can  and  should  be  moved  forward  in  the 
schedule. 

There  should  be  no  administrative  limitations  to  increasing  the  program,  since  we 
are  talking  about  attempting  to  solve  one  of  the  major  problems  this  Nation  has 
faced  in -this  century.  Industry  has  indicated  that  they  could  not  only  handle  the 
current  program,  but  could  handle  a  vastly  increased  program.  If  we  continue  to 
delay  the  development  of  our  domestic  energy  resources,  we  as  representatives  of 
our  citizens  will  have  to  answer  for  the  consequences  of  this  inaction. 

It  is  obvious  that  the  development  of  synthetic  oil  is  vital  to  our  energy  future; 
however,  the  production  of  these  products  are  at  least  10  to  15  years  away.  What  we 
need  in  the  interim  is  a  massive  increase  in  the  domestic  production  of  oil.  The  OCS 
is  our  last  and  most  promising  energy  frontier. 

Mr.  Chairman,  I  personally  view  this  effort  to  expand  our  domes- 
tic independence  as  essentially  that  program  which  will  determine 
our  future  to  lead  as  a  country  among  nations.  I  would  like  to 
associate  myself  with  my  chairman's  remarks,  and  submit  them  for 
the  record. 

Mr.  Breaux.  Thank  you  very  much,  Mr.  Lewis,  for  your  state- 
ment. 

OPENING  STATEMENT  OF  HON.  EDWIN  B.  FORSYTHE 

Mr.  FoRSYTHE.  Mr.  Chairman,  this  will  be  the  third  day  of  hear- 
ings this  committee  has  held  on  the  5-year  program.  There  have 
been  many  statements  made  on  why  the  schedule  should  be  in- 
creased and  why  we  should  go  slower.  I  am  hopeful  that  we  can 
hear  from  today's  witnesses  as  to  the  particulars  in  these  areas.  I 
would  like  to  state,  however,  that  from  the  information  I  have 
received  to  date,  it  is  my  contention  that  we  have  not  even  ap- 
proached an  optimum  leasing  schedule. 

For  the  past  5  years,  we  have  been  investigating  every  aspect  of 
the  U.S.  OCS,  and  the  more  we  look  into  the  potential  of  that  area, 
the  more  I  find  myself  wondering  why,  when  major  energy  pro- 
grams are  proposed,  a  major  and  concerted  effort  is  not  put  forth  to 
lease  OCS  lands  on  a  massive  scale. 

We  have  now  heard  from  the  President  on  yet  another  proposal 
for  the  solution  of  our  Nation's  energy  problems.  I  support  the 
President's  program  for  the  development  of  synthetic  fuels,  primar- 
ily the  development  of  synthetic  oil,  shale  oil,  tar  sands,  fast  track- 
ing, and  a  concerted  effort  to  decrease  our  dependence  on  foreign 
oil.  However,  these  are  not  new  ideas.  For  years,  many  of  us  have 
proposed  these  very  programs,  and  as  a  member  of  the  House 
Science  and  Technology  Committee  I  have  supported  the  acceler- 
ated development  of  these  programs,  only  to  see  many  of  my  pleas 
fall  on  deaf  ears.  Now,  when  it  is  too  late  to  help  us  through  this 
current  crisis,  the  programs  suddenly  are  cure-alls. 

The  development  of  oil  from  coal,  oil  from  tar  sands,  and  the 
production  of  oil  from  shale  is  at  least  10  years  away.  During  this 
period,  we  will  still  be  faced  with  importing  oil  from  nations  whose 
future  goodwill  and  stability  are  beyond  our  control,  and  at  a  price 
almost  twice  as  high  as  any  oil  that  can  be  developed  domestically 
from  conventional  sources. 
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It  appears  to  me  that  if  we  did  indeed  want  to  decrease  our 
current  burden,  we  would  follow  the  lead  of  many  foreign  nations, 
such  as  Russia  who  is  considering  establishing  a  separate  govern- 
ment entity  to  handle  their  OCS  production,  and  put  the  same 
concerted  effort  in  developing  our  hydrocarbon  energy  resources 
from  public  lands  that  we  are  now  going  to  put  into  developing 
synthetic  fuels. 

By  accelerating  leasing  efforts  on  the  OCS,  particularly  in  high 
potential  and  mature  areas,  we  could  easily  decrease  our  imports 
by  close  to  5  percent,  and  the  resulting  oil  would  cost  approximate- 
ly half  that  of  the  foreign  oil. 

During  the  past  8  months,  we  have  been  listening  to  various 
sectors  explain  why  this  type  of  effort  is  not  possible.  The  reasons 
are  fourfold:  First,  are  administrative  limitations;  second,  are  envi- 
ronmental considerations;  third,  concerns  limitations  on  the  part  of 
industry;  fourth,  various  limitations  that  have  resulted  from  cer- 
tain provisions  of  the  1978  OCS  Lands  Act.  As  far  as  I  am  con- 
cerned, evidence  that  has  been  made  a  part  of  the  record  of  the 
oversight  hearings  we  have  held  this  year,  indicate  that  none  of 
these  are  adequate  reasons  for  not  accelerating  OCS  leasing  far 
beyond  the  current  5-year  program. 

Even  though  the  program  we  are  considering  today  is  a  vast 
improvement  over  the  program  issued  by  the  DOI  in  March  of  this 
year,  I  feel  that  not  only  can  it  be  accelerated,  but  that  many  of 
the  lease  areas  can  and  should  be  moved  forward  in  the  schedule. 

There  should  be  no  administrative  limitations  to  increasing  the 
program,  since  we  are  talking  about  attempting  to  solve  one  of  the 
major  problems  this  Nation  has  faced  in  this  century.  Industry  has 
indicated  that  they  could  not  only  handle  the  current  program,  but 
could  handle  a  vastly  increased  program.  If  we  continue  to  delay 
the  development  of  our  domestic  energy  resources,  we  as  repre- 
sentatives of  our  citizens,  will  have  to  answer  for  the  consequences 
of  this  inaction. 

A  massive  increase  in  our  OCS  program,  and  productions  of 
hydrocarbons  from  all  public  lands  will  not  deprive  future  genera- 
tions, but  will  assure  that  our  standards  of  living  and  national 
security  and  stability  will  prevail.  Within  the  next  few  generations, 
alternative  energy  technologies  can  be  brought  online  thereby  de- 
creasing our  need  for  and  dependence  on  nonrenewable  energy 
sources. 

All  aspects  of  domestic  energy  production  must  be  a  major  con- 
cern. Developing  technologies  to  produce  and  utilize  renewable 
energy  forms  are  vital  to  our  Nation's  future  stability  and  welfare. 
Replacing  the  use  of  fossil  fuels  with  renewable  sources  of  energy 
such  as  photovoltaics,  biomass,  fuel  cells,  and  a  resurgence  of  hy- 
dropower  are  imperative  if  we  are  going  to  retain  our  position  in 
the  world. 

For  the  past  several  years,  the  primary  component  of  our  bal- 
ance-of-payments  deficits  has  been  imported  oil.  At  home  we  hve 
suffered  as  a  result  of  imports  of  high-priced  oil  through  inflations, 
gaslines,  and  uncertain  quantities  of  various  oil  products,  as  well  as 
an  increase  in  the  price  of  foreign  products  sold  in  this  country. 

During  the  consideration  of  the  reconstitution  of  this  committee, 
I  stated  that  the  House  created  this  committee  in  1975,  as  a  tool  to 


337 

coordinate  the  many  technical  and  political  issues  that  had  to  be 
dealt  with  during  the  consideration  of  the  amendments  to  the  1953 
OCSLA.  I  stated  that  now  was  not  the  time  to  cast  this  tool  aside 
when  in  fact,  it  may  be  more  vitally  needed  than  ever.  I  also  stated 
that  I  had  voted  against  final  passage  of  the  1978  amendments 
because  it  had  many  built-in  provisions  that  would  only  lead  to 
further  delays  or  complications. 

The  record  of  this  committee,  as  I  am  sure  you  will  agree,  has 
been  excellent  and  I  believe  to  date  we  have  not  only  compiled  and 
enviable  record  of  accomplishments,  but  have  more  than  justified 
our  existence.  However,  I  feel  the  best  service  this  committee  can 
offer  Congress  and  the  American  people  is  to  accelerate  the  produc- 
tion of  oil  and  gas  from  the  OCS  beyond  the  expectations  of  even 
the  greatest  enthusiast  of  the  OCS. 

As  I  have  previously  stated,  it  has  become  obvious  that  amend- 
ments to  the  OCSLA  are  in  order;  however,  it  should  be  given  a 
chance  to  function  with  all  of  its  regulations  in  place.  I  am  also 
concerned  that  many  of  the  areas  of  high  potential  as  well  as 
mature  areas  are  not  being  brought  online  as  fast  as  they  could  be 
and  are  not  being  offered  for  sale  as  rapidly  as  our  current  energy 
situation  calls  for. 

We  must  remember  that  it  is  estimated  that  up  to  80  percent  of 
our  remaining  oil  resources  exist  on  the  OCS.  Not  only  could  they 
be  developed  at  approximately  half  of  the  OPEC  price  and  one- 
third  of  the  synthetic  fuel  price,  but  within  the  next  3  to  10  years. 
We  should  also  keep  in  mind  that  over  70  percent  of  revenues  from 
the  leasing  of  energy  rights  on  public  lands  comes  from  the  OCS. 

It  is  obvious  that  the  development  of  synthetic  oil  is  vital  to  our 
energy  future;  however,  the  production  of  these  products  are  at 
least  10  to  15  years  away.  What  we  need  in  the  interim  is  a 
massive  increase  in  the  domestic  production  of  oil.  The  OCS  is  our 
last  and  most  promising  fossile  energy  frontier. 

With  this  in  mind,  I  am  looking  forward  to  the  statements  of  our 
witnesses.  Thank  you,  Mr.  Chairman. 

Mr.  Breaux.  Mr.  Miller,  do  you  have  any  comments? 

Mr.  Miller.  No. 

Mr.  Breaux.  Now  that  we  have  heard  the  testimony  of  the 
members  of  the  committee,  we  will  have  the  testimony  from  the 
witnesses.  However,  I  would  not  that  we  have  a  recorded  vote,  and 
rather  than  getting  into  a  position  where  we  have  to  interrupt  the 
witnesses,  we  will  go  ahead  and  recess  until  we  vote  and  return. 

I  will  announce  that  we  will  take  the  first  two  witnesses,  Mr. 
Bob  Nanz  and  Mr.  Johnson,  as  a  panel,  so  they  might  go  ahead  and 
take  their  seats.  As  soon  as  we  come  back,  we  will  take  their 
testimony. 

[Whereupon,  a  brief  recess  was  taken.] 

Mr.  Breaux.  The  select  committee  will  please  be  in  order.  The 
committee  is  pleased  to  welcome  as  our  first  witnesses  Dr.  Bob 
Nanz,  vice  president  of  the  western  exploration  and  production 
region  of  Shell  Oil  Co.,  and  Mr.  J.  P.  Johnson,  who  serves  as  vice 
president  of  the  Atlantic  Richfield  Oil  &  Gas  Co. 

Gentlemen,  the  committee  welcomes  you  and  is  pleased  to  re- 
ceive your  testimony. 
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STATEMENT  OF  A  PANEL  CONSISTING  OF:  ROBERT  H.  NANZ, 
VICE  PRESIDENT,  WESTERN  EXPLORATION  AND  PRODUC- 
TION REGION,  SHELL  OIL  CO.;  AND  JESSE  P.  JOHNSON,  VICE 
PRESIDENT,  ATLANTIC  RICHFIELD  OIL  &  GAS  CO. 

Dr.  Nanz.  Thank  you,  Mr.  Chairman.  My  name  is  Robert  Nanz. 
As  the  chairman  mentioned,  I  am  vice  president  of  Shell  Oil,  and  I 
am  responsible  for  exploration  and  production  in  the  Central  and 
Western  United  States  and  Alaska.  I  appreciate  the  opportunity  to 
testify  again  before  this  committee;  this  is  my  third  appearance. 

To  introduce  my  testimony,  I  would  like  to  refer  to  the  illustra- 
tions and  talk  from  them.  Attachment  1  is  just  a  copy  of  Secretary 
Andrus'  proposed  5-year  lease-sale  schedule,  and  all  we  have  done 
there  is  highlight  the  Alaska  sales,  because  that  will  be  the  main 
topic  of  my  comments.  But  I  would  like  to  say  beforehand  that  for 
the  schedule  proposed  for  the  lower  48  States,  we  can  support  that 
schedule,  and  I  will  not  have  any  other  comments  on  it. 

Relative  to  the  Alaskan  portion  of  the  schedule,  however,  we  are 
encouraged  that  the  latest  proposal  is  more  aggressive  and  moves 
up  some  of  the  more  promising  areas  over  the  schedule  proposed  in 
March.  This  is  the  same  emphasis  that  industry  suggested  in  1977 
and  1978,  and  also  was  directed  by  the  President  in  his  April 
message. 

We  have  carefully  analyzed  this  schedule,  and  we  have  asked 
ourselves  the  question,  is  this  the  best  that  can  be  done  on  these 
lands,  and  we  come  up  with  an  emphatic  no.  The  opportunity,  we 
think,  exists  to  do  much  better  than  this,  and  that  this  schedule 
has  unnecessary  delays  and  falls  short  of  its  potential,  and  it  is  less 
than  the  current  critical  situation  demands.  We  think,  through  a 
concerted  effort  of  industry  and  government,  that  we  can  do  a 
whole  lot  better. 

If  I  may,  I  would  like  to  call  your  attention  to  attachment  2, 
which  is  the  schedule  which  we  recommend.  What  it  does — it  is  not 
too  different  from  our  testimony  in  December  before  this  commit- 
tee. It  differs  significantly  in  recommending  that  we  have  annual 
sales  in  these  areas  as  required.  So,  with  some  acceleration  of, 
particularly,  Bering  Shelf  sales  and  this  annual  program,  we  come 
up  with  26  sales  in  Alaska  OCS  through  1985,  and  that  compares  to 
the  DOI  proposal  of  10,  including  the  one  that  is  scheduled  this 
December  in  the  Beaufort. 

Now,  you  might  ask,  as  we  did,  what  good  would  this  do — excuse 
me;  first,  let  me  point  out  that  attachment  3  shows  where  these 
sales  are  and  a  comparison  there.  You  will  see  two  numbers  under 
each  area:  the  date  we  suggest  for  the  first  sale  versus  the  date 
that  the  DOI  schedule  calls  for.  I  will  refer  back  to  this,  if  you  will, 
a  little  bit  later  when  we  mention  rig  capability. 

But  coming  back  to  the  question,  what  good  would  it  do  to 
accelerate  this,  we  have  made  some  calculations.  Before  discussing 
those  results,  I  would  like  to  point  out  that  there  is  general  agree- 
ment about  how  much  oil  might  be  found  out  on  the  Alaskan  OCS. 
The  USGS  says  about  17  billion  barrels;  we  think  it  is  23  to  25.  So, 
for  our  calculations,  we  have  taken  20.  Also,  we  are  in  general 
agreement  about  the  production  cycle  to  produce  such  reserves 
after  the  date  of  discovery,  the  time  it  takes  to  drill  exploration 
wells,  design  and  place  the  platform,  drill  development  wells,  and 
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have  production  come  on;  we  think  that  range  is  7  to  10  years  from 
the  sale  date,  and  from  our  discussions  with  staff  in  DOE,  that  is 
pretty  much  like  their  model,  too. 

So  when  I  make  the  comparison  of  what  can  be  developed  from 
the  two  sale  schedules,  the  only  thing  that  is  different  is  the 
schedule,  and  the  results  are  shown  on  attachment  4. 

We  calculate  that  if  the  DOI  schedule  is  executed,  including  the 
December  Beaufort  sale,  that  that  would  result  in  a  production 
rate  in  1995  of  about  1  million  barrels  a  day,  and  the  cumulative 
volume  of  oil  produced  to  the  end  of  1995  would  be  about  2  billion 
barrels. 

If  we  were  to  adopt  the  schedule  that  we  have  proposed,  we  could 
have  four  times  that  rate  of  production,  we  think,  in  1995  and,  in 
both  cases,  production  starting  in  1987.  We  would  have  four  times 
as  much,  and  by  the  end  of  1995,  we  would  have  produced,  like,  4 
to  5  billion  barrels  of  oil. 

Now,  I  would  like  to  comment  on  what  are  the  potential  con- 
straints in  executing  such  a  program.  The  first  thing  we  looked  at, 
of  course,  was  the  manpower  and  equipment  requirements  of  the 
industry.  We  do  not  see  any  significant  constraint  here  as  long  as 
there  is  a  firm  5-year  schedule,  which  would  allow  industry  to  plan 
and  commit  funds  to  have  the  equipment  ready  at  the  proper  time. 
We  estimate  that  the  total  capital  that  would  be  required  to  devel- 
op and  produce  these  reserves  for  these  26  sales,  excluding— and  I 
would  like  to  emphasize  this— excluding  exploration  costs,  lease 
bonus,  operating  costs,  transportation  costs  and  overhead— in  other 
words,  all  I  am  talking  about  is  the  capital  to  build  the  platforms 
and  drill  the  development  wells,  and  that  would  be  in  excess  of  $60 
billion.  Now,  that  is  in  1979  dollars.  We  think  that  with  appropri- 
ate economic  incentives  and  a  proper  tax  structure,  that  industry 
can  generate  these  funds. 

Critical  to  our  recommendation,  however,  is  a  reduction  in  the 
time  allocated  to  the  DOI's  lease  sale  preparation  procedures.  They 
are  proposed  to  average  about  39  months  here  for  the  Alaskan 
OCS.  This  time  frame,  as,  of  course,  everyone  here  realizes,  is  not 
mandated  by  the  OCS  Lands  Act  amendments.  As  near  as  we  can 
understand,  there  are  only  two  mandated  periods  in  there,  the  60- 
day  requirement  for  submittal  to  the  Governors  of  the  States  and 
the  30  days  from  announcement  to  sale.  The  rest  is  a  judgment 
factor,  as  near  as  we  can  determine— judgment  as  to  what  is  re- 
quired. 

Another  point  we  would  like  to  make  is  that  on  attachment  1,  for 
example,  the  process,  the  call  for  nominations,  does  not  start  for 
Navarin  and  Chukchi  until  mid-1981.  We  think  that  the  prepara- 
tion should  be  made  for  all  of  these  sales  right  now;  do  this  in 
parallel,  not  in  series.  And  if  there  is  a  staffing  constraint  in  the 
DOI,  we  think  that  ought  to  be  corrected,  because  we  think  this 
deserves  top  priority.  My  understanding  is  that  only  iy2  percent  of 
the  Department  of  Interior  personnel  works  on  lease  sale  prepara- 
tion, and  that  seems  to  me  to  be  out  of  line  with  the  priority  that 
should  be  given  to  this  subject. 

Now,  industry — I  cannot  speak  for  them  for  sure,  but  I  think 
they  are  ready  to  nominate  in  all  the  areas,  with  the  possible 
exception  of  the  Navarin  and  Chukchi  areas  where  the  industry 
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probably  needs  another  season  of  seismic  work.  So  we  have  called 
for  almost  immediate  nomination  in  the  other  areas,  and  allowing 
one  more  season  after  next  summer,  say,  by  early  1981,  for  nomina- 
tions in  Navarin  and  Chukchi. 

Now,  the  schedule  that  we  propose  would  still  allow — and  that  is 
shown  on  attachment  5  in  the  middle  column — would  still  allow  a 
minimum  of  14  months  to  get  ready  for  these  sales;  most  of  them 
would  have  30  months  or  so  to  be  ready.  So  we  think  our  schedule 
would  give  adequate  time  for  proper  preparation. 

My  last  point  is — and  we  believe  this  firmly — that  Alaskan  fron- 
tier exploration  has  been  delayed  too  long.  I  have  tried  to  illustrate 
this  by  attachment  6,  which  compares  the  DOI  schedule  in  1975  to 
the  DOI  schedule  in  June  of  this  year,  and  the  average  deferment 
has  been  56  months  for  those  sales. 

Now,  if  we  had  started  the  process  that  we  are  recommending,  if 
we  had  started  that  in  the  late  1960's  when  industry  was  getting 
ready  for  it,  we  think  we  would  have  4  million  barrels  a  day 
production  right  now,  and  that  would  pretty  much  take  care  of  our 
present  shortage  and  would  also  make  us  50  percent  less  dependent 
on  foreign  sources. 

So  we  make  a  special  plea  to  not  let  this  slip  any  longer  and  put 
industry  to  work  out  there  to  assist  with  our  national  problem.  The 
20  billion  barrels  I  talk  about,  just  to  put  it  in  some  perspective,  is 
equal  to  two-thirds  of  our  current  proven  reserves.  So  it  is  a  sizable 
amount  of  oil.  It  could  be  a  lot  larger;  of  course,  it  could  be  smaller. 
That  is  only  an  estimate  we  can  make.  But  we  might  have  our  own 
huge  accumulation  out  there  somewhere,  and  we  need  to  find  out 
whether  or  not  we  have  it  and  how  big  it  is. 

So  I  would  say  it  is  of  critical  importance  to  the  Nation  to 
evaluate  these  potential  resources  at  the  earliest  possible  time  in 
order  to  develop  a  long-term  energy  program  to  maintain  the  eco- 
nomic health  and  military  security  of  the  Nation. 

I  appreciate  the  opportunity  to  appear  again  and,  of  course,  I  am 
available  for  questions  you  may  have. 

Mr.  Breaux.  Thank  you,  Dr.  Nanz.  Mr.  Johnson? 

Mr.  Johnson.  Mr.  Chairman,  members  of  the  committee,  I  am 
Jesse  P.  Johnson,  vice  president  of  Arco  Oil  &  Gas  Co.,  a  division  of 
Atlantic  Richfield  Co.,  and  manager  of  my  company's  exploration, 
development  and  production  activities  in  south  Alaska,  which  in- 
cludes the  southern  and  western  Alaska  OCS  waters.  It  is  my 
pleasure  to  participate  in  these  hearings  today  to  present  my  com- 
pany's view  of  the  proposed  OCS  oil  and  gas  lease  sale  schedule. 

One  purpose  of  the  OCS  Lands  Act  Amendments  of  1978  is  to 
expedite  exploration  and  development  of  Outer  Continental  Shelf 
areas.  In  his  April  5  energy  message,  President  Carter  also  empha- 
sized the  importance  of  increased  production  from  the  OCS.  We 
fully  support  these  goals  and  view  any  effort  to  expedite  OCS 
exploration  and  development  as  essential  to  meeting  our  Nation's 
energy  needs. 

We  feel  the  lease  sale  schedule  proposed  by  the  Department  of 
the  Interior  is  a  good  start.  An  aggressive  lease  sale  schedule  is,  of 
course,  where  accelerated  OCS  exploration  must  start,  and  we  be- 
lieve the  newly  proposed  schedule  reflects  the  importance  of  rapid- 
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ly  assessing  the  hydrocarbon  potential  of  many  of  the  OCS  frontier 

areas. 

Now,  with  this  mind,  and  before  providing  my  comments  on  the 
schedule  itself,  I  would  like  to  touch  briefly  on  a  related  problem 
that  is  of  extreme  importance  if  the  Nation  is  to  meet  its  energy 
goals.  Simply  stated,  this  is  that  many  of  the  present  obstacles  to 
OCS  exploration  and  development  must  be  eliminated  or  the  sched- 
ule, as  well  as  other  efforts  to  accelerate  OCS  exploration,  will 
have  no  positive  effect.  In  fact,  they  will  continue  to  have  an 
increasingly  adverse  effect  on  the  industry's  ability  to  expeditiously 
explore  and  develop  in  OCS  areas  and  will  certainly  affect  industry 
participation  at  OCS  lease  sales  in  the  long  run. 

What  are  thse  obstacles?  To  name  just  a  few,  they  include  such 
things  as  regulatory  action  to  control  air  emissions  from  OCS- 
related  activities;  environmentalists'  opposition  to  energy  develop- 
ment programs  and  the  absence  of  a  mechanism  to  resolve  these 
issues  in  a  timely  manner;  excessive  and  often  duplicative  permit- 
ting requirements;  the  threat  of  step-by-step  due  diligence  require- 
ments; problems  encountered  as  a  result  of  alternative  bidding 
systems  used,  and  the  term  for  leases  in  remote  and  difficult  areas. 

The  lease  term  is  of  particular  concern  in  Alaska.  While  technol- 
ogy is  available  that  can  support  exploration  of  remote  areas,  the 
actual  equipment  is  not  as  readily  available  as  more  conventional 
equipment.  This,  coupled  with  the  generally  longer  periods  of  time 
needed  to  accomplish  most  any  activity  related  to  remote  areas, 
makes  the  typical  5-year  lease  term  inadequate.  We  would  recom- 
mend a  primary  term  for  leases  of  10  years. 

In  short,  there  are  many  conflicting  goals,  each  of  which,  when 
considered  independently,  is  often  commendable,  but  which  collec- 
tively create  an  enormous  amount  of  uncertainty  for  a  potential 
bidder,  and  create  delays  in  both  exploration  and  development 
activities  after  a  lease  is  issued.  While  I  realize  the  purpose  of 
today's  hearing  is  not  to  address  such  problems,  they  will  certainly 
affect  the  results  that  such  an  aggressive  lease  sale  schedule  can 
produce.  In  this  regard,  we  urge  the  committee  to  place  a  high 
priority  on  addressing  and  eliminating  such  obstacles. 

In  general,  we  support  the  entire  schedule.  With  regard  to  the 
Alaska  OCS  sales  proposed,  we  are  extremely  pleased  and  com- 
mend the  Secretary  for  submitting  a  schedule  that  recognizes  the 
important  potential  for  oil  and  gas  accumulations  in  Alaska,  and 
particularly  in  the  Bering  Sea. 

The  March  1979  proposed  schedule  included  only  two  sales,  one 
tentative,  in  the  Bering  Sea.  We  felt  strongly  that  this  schedule  did 
not  offer  the  opportunity  of  exploring  for  and  hopefully  developing 
several  of  the  truly  large,  attractive  sedimentary  basins  in  the 
United  States.  Now,  we  thought  this  decision  may  have  been  relat- 
ed more  to  the  perceived  inability  of  the  industry  to  explore  such 
areas  than  to  what  these  areas  had  to  offer  in  terms  of  resource 
potential. 

In  this  regard,  we  believe  it  has  been  clearly  demonstrated  that 
industry  is  capable  of  exploration  and  development  in  these  types 
of  geographical  areas.  For  example,  the  North  Sea  and  Labrador 
Sea  both  have  ice,  wind,  wave,  and  water  depth  conditions  more 
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severe  than  those  found  in  the  Bering  Sea  areas.  As  previously 
stated,  the  technology  is  available. 

I  might  say  in  addition  that  test  wells  have  already  been  drilled 
in  the  Kodiak  Shelf  area,  the  St.  George  Basin,  the  Gulf  of  Alaska, 
and  the  Lower  Cook  Inlet;  and  in  the  Upper  Cook  Inlet  State 
waters,  production  has  been  underway  for  years  without  incident. 

This  latest  proposed  schedule  provides  for  a  much  more  aggres- 
sive program.  It  includes  sale  number  70,  the  St.  George  Basin  in 
December  1982;  the  North  Aleutian  Shelf  in  October  1983;  the 
Navarin  Basin  proposed  for  December  1984;  and  the  Norton  Basin 
sale  in  September  1982,  which  was  the  previous  schedule. 

Briefly,  I  would  like  to  give  the  reasons  why  we  feel  the  new 
proposed  sale  schedule  is  attractive.  The  Norton  Basin  covers  an 
area  of  approximately  20,000  square  miles.  There  are  about  12,500 
miles  of  seismic  surveys  that  are  available  to  any  purchaser,  and 
they  indicate  that  the  basin  has  sedimentary  deposits  to  a  depth  of 
at  least  18,000  feet  and  that  there  are  subsurface  structures  well- 
suited  to  the  trapping  of  hydrocarbons.  We  have  already  proposed 
a  16,000-foot  stratigraphic  test  for  next  summer  that  Arco  will 
operate,  and  16  companies  have  agreed  to  share  in  the  $15  million 
cost.  Also,  we  would  point  out  that  the  local  population  appears  to 
favor  exploration  in  the  area,  as  evidenced  by  the  official  endorse- 
ment of  such  activity  by  the  Common  Council  of  Nome  on  April  23, 
1979.  Support  of  this  type  is  a  definite  plus  for  our  industry's 
ability  in  these  OCS  frontier  areas. 

The  St.  George  Basin  covers  approximately  35,000  square  miles 
and  has  sediments  to  30,000  feet.  There  are  about  24,000  miles  of 
seismic  surveys  available  for  purchase,  and  all  of  this  indicates 
that  the  basin  has  potential  hydrocarbon  traping  features.  A  strati- 
graphic  test  has  already  been  drilled  in  this  area,  and  Arco  and  20 
companies  participated  in  this  drilling. 

The  North  Aleutian  Shelf  area  has  20,000  square  miles  and  has 
16,000  feet  of  sediments  before  basement-type  rocks  are  encoun- 
tered. There  are  about  15,000  miles  of  seismic  data,  and  here  again, 
this  shows  favorable  hydrocarbon  trapping  possibilities. 

While  we  are  encouraged  that  the  North  Aleutian  Shelf  sale,  for 
instance,  has  been  added  to  the  schedule,  we  do  regret  that  the 
Department  of  the  Interior  has  only  included  a  limited  area  in  the 
southwest  portion  of  the  basin  as  being  in  the  sale  area.  We  would 
suggest  nominations  for  the  entire  basin. 

The  Navarin  Basin,  which  is  the  most  remote  of  the  basins  in  the 
Bering  Sea,  covers  approximately  30,000  square  miles.  Some  8,000 
miles  of  seismic  surveys  are  available  for  purchase,  and  indicate 
the  presence  of  about  18,000  feet  of  sediments.  The  USGS,  as  in 
other  basins,  has  done  a  considerable  amount  of  exploratory  work 
in  this  area,  and  both  their  work  and  the  industry  work  indicates 
the  presence  of  large  structures. 

The  Bering  Sea  areas  are  not  our  only  areas  of  interest  in  the 
Alaska  OCS.  The  Beaufort  Sea  sale,  which  is  not  a  part  of  the  5- 
year  sale  schedule,  covers  an  area  we  feel  is  also  extremely  impor- 
tant to  assess.  We  would  certainly  urge  that  this  sale  be  held  as 
scheduled,  in  December  of  this  year.  Also,  we  are  pleased  to  see 
that  the  Chukchi  Sea  is  still  included  in  the  5-year  sale  schedule. 
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This  is  another  large,  potentially  attractive  basin  which  should  be 
explored. 

In  summary,  we  believe  the  proposed  OCS  oil  and  gas  lease  sale 
schedule  reflects  a  good  and  necessary  first  step  to  expedite  explo- 
ration of  the  OCS,  particularly  in  Alaska.  We  believe  the  commit- 
tee should  view  the  schedule  favorably,  and  urge  the  committee  to 
take  action  to  remove  obstacles  that  may  tend  to  lessen  interest  in 
lease  sales  and  slow  exploration  of  areas  after  leases  are  issued. 

I  appreciate  the  opportunity  to  provide  Arco  Oil  &  Gas  Co.'s 
views  on  this  sale  schedule  to  the  committee. 

Mr.  Breaux.  Thank  you  very  much,  Mr.  Johnson,  for  your  state- 
ment and,  Mr.  Nanz,  for  your  presentation. 

Could  you  describe  to  us,  perhaps  in  a  summary  fashion,  what 
reasons  have  been  put  forth  as  to  why  we  have  slipped  so  far  from 
the  1975  proposed  OCS  schedule  of  leasing  to  where  we  are  today? 
Mr.  Nanz,  I  notice  that  you  had  set  out  in  one  of  your  charts  the 
difference  in  times,  months  delayed  from  the  schedules,  from  the 
1975  proposed  sale  date  to  where  we  are  today,  averaging  up  to  a 
total  of  some  56  months. 

Can  you  give  sort  of  a  summary  for  the  committee  as  to  what  are 
the  factors  that  have  led  to  such  a  significant  delay  in  the  lease 
sales? 

Dr.  Nanz.  Yes,  I  will  try.  I  think  probably  there  is  a  greater 
concern  more  recently,  in  the  last  few  years,  than  previously  about 
the  environment  in  the  sense  of  what  is  needed  to  be  known  before 
these  activities  should  take  place.  That  is  one  thing,  and  that  has 
been  a  sincere  concern  on  the  part  of  those  people  who  reason  that 

way. 

We  would  point  out  that  there  has  been  no  permanent  damage, 
to  our  knowledge,  done  from  an  oil  spill.  There  has  been  no  effect 
on  marine  systems  from  petroleum  production,  as  far  as  we  know, 
with  respect  to  distribution  of  fish,  and  so  forth.  So  we  really  think 
that  that  concern,  from  our  viewpoint,  is  excessive. 

Second,  the  two  things  that  have  come  up  in  my  experience  with 
this  subject  have  been  what  I  would  call  red  herrings.  One  of  them 
is  the  fair-value  argument,  and  the  other  is,  can  the  small  compa- 
nies compete,  and  that  has  led  to  a  lot  of  discussion  about  whether 
we  need  different  bidding  systems  and  different  management  tech- 
niques. 

I  would  like  to  say  on  the  first  point,  on  the  fair  value,  that  there 
is  ample  evidence  both  from  industry  studies  and  from  Governrnent 
studies,  particularly  the  Department  of  the  Interior— Mr.  Heintz' 
study— that  the  public  has  received  a  more  than  fair  return  from 
the  OCS  and  the  competition  is  extreme.  I  call  that  a  red  herring, 
that  argument. 

The  second  point,  on  whether  smaller  companies  can  compete, 
we  are  talking  about  exploration  in  these  frontiers  where  wells  cost 
$20  to  $39  million  apiece  and  platforms  may  be  $200  to  $500 
million  apiece.  Now,  I  think  whoever  participates  in  that  had  bet- 
ter be  large  enough  to  have  the  resources  to  handle  that  problem. 
To  date,  that  has  been  primarily  by  smaller  companies  joining  with 
larger  companies  who  have  the  technical  capability,  and  so  far  as  I 
know,  there  are  no  complaints  on  that  score  from  smaller  compa- 
nies. 
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There  is  one  other  point  that  I  would  like  to  make  about  fair 
value  relative  to  these  frontier  areas.  Even  if  the  lease  were  given 
away,  the  Government  would  receive  more  than  half  of  the  net 
profit,  provided  they  had  one-sixth  royalty.  In  other  words,  one- 
sixth  royalty,  in  our  estimation,  is  worth  more  than  one-half  of  the 
net  profits.  That  is  if  you  gave  the  lease  away,  and  that  does  not 
take  into  account  recovering  exploration  failures. 

So  these  are  the  three  things,  Mr.  Chairman,  that  I  think  have 
been  the  concerns:  the  environment,  and  then  what  I  call  these  red 
herrings  about  fair  value  and  lack  of  competition,  and  so  forth. 

Mr.  Breaux.  With  regard  to  the  concern  that  you  mentioned 
about  the  environment,  there  is  a  great  deal  in  the  news  lately 
about  the  spill  that  is  spewing  in  the  gulf,  off  of  Mexico,  that  is 
eventually  working  its  way  to  my  congressional  district,  producing 
something  like  30,000  barrels  a  day  on  a  blown-out  well  that  had 
been  drilled  offshore,  not  by  American  industry,  but  by  foreign 
industry. 

Can  you  tell  the  committee  anything  with  regard  to  what  seems 
to  have  happened  in  that  instance,  and  why  we  who  are  setting  out 
lease  sales  in  the  United  States  can  be  somewhat  confident  that 
that  type  of  problem  would  not  occur  with  U.S.  industry  in  the 
offshore  areas  that  we  are  leasing,  because  those  are  some  of  the 
problems  that  do  present  obstacles  in  some  people's  minds  as  to  the 
fact  that  we  are  not  yet  ready  to  develop  some  of  these  sensitive 
areas? 

Dr.  Nanz.  No;  I  am  sorry.  I  am  not  familiar  with  the  problem  to 
be  able  to  answer,  and  I  do  not  know  what  the  consequences  will 
be.  I  rather  imagine  that  there  will  not  be  permanent  damage 
when  it  is  all  over,  but  there  sure  is  inconvenience  at  the  moment 
and  a  threat  of  some  damage. 

I  do  not  think  we  could  say  that  there  will  not  be  spills,  just  like 
you  cannot  say  there  will  not  be  an  industrial  accident.  But  I  think 
we  have  many  precautions,  and  I  cannot  compare  our  techniques  to 
those  of  PEMEX,  but  we  have  elaborate  precautions  and  elaborate 
plans  for  clean-up  capability  after  spills,  and  we  think  we  can 
control  that  very  well. 

Mr.  Breaux.  Overall,  I  find  that  both  of  you  gentlemen  have 
indicated  to  the  committee  that  you  are  basically  pretty  much 
satisfied  with  the  new  proposed  schedule  with  regard  to  the  lower 
48,  but  that  with  Alaska,  you  think  they  could  do  even  more, 
although  the  new  schedule  has  presented  some  improvements. 

The  committee  has  noticed  that  in  comments  to  the  Department 
of  the  Interior,  that  the  State  of  Alaska  has  indicated  that  sales  in 
several  areas — the  Chukchi  Sea,  southern  Aleutian  Shelf,  St. 
George  Basin,  the  Beaufort  Sea  ice  shear  and  the  offshore  pack  ice 
zones — they  are  asking  that  they  be  postponed  indefinitely,  pend- 
ing the  resolution  of  some  conflicts  that  they  perceive  to  be  pres- 
ent. 

I  would  like  to  have  your  comments  on  the  concerns  that  have 
been  raised  by  the  State  of  Alaska  in  these  areas.  You  apparently 
feel  that  it  is  proper  to  proceed  forward  in  those  areas  despite  their 
concerns. 

Dr.  Nanz.  Well,  I  would  like  to  say  that  our  calculations  in  the 
sales  we  visualize  are  all  within  gravel-island  depth  in  the  Beaufort 
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Sea,  60  feet  or  less.  So  the  concern  there  with  regard  to  ice  shear, 
and  so  forth,  is  pretty  well  taken  care  of.  Those  islands  will  with- 
stand that,  and  they  have  been  used  in  Canada  and  they  have  been 
used  by  some  of  our  competitors  in  the  Alaskan  area. 

Maybe  Mr.  Johnson  will  want  to  comment  on  that.  But,  first,  let 
me  say  relative  to  Bristol,  which  is  apparently  one  of  the  most 
sensitive  areas — and  we  know  it  is  a  very  important  fishing  area — 
we  just  think  that  the  work  can  be  done  and  production  handled 
without  interfering  with  the  bottom  fishing  or  other  fishing  inter- 
ests. 

Mr.  Breaux.  Mr.  Johnson,  do  you  have  any  comment? 

Mr.  Johnson.  I  would  add  this:  that  we  do  not,  at  the  moment, 
believe  we  should  get  out  into  the  ice  pack  part  of  the  Beaufort 
Sea,  but  anything  within  about  60  feet  of  water,  and  that  is  about 
where  the  edge  of  the  sale  is  proposed,  I  believe  that  we  have  in 
the  past  already  had  the  experience  to  drill  and  explore  for  oil 
there,  with  the  gravel  islands  and,  in  some  cases,  the  ice  islands.  I 
see  no  reason  why  the  area  should  be  indefinitely  postponed;  cer- 
tainly not. 

Probably,  a  number  of  the  tracts  in  the  Beaufort  Sea  can  be 
reached  from  onshore  drilling;  step  out  to  some  of  the  natural 
islands  that  are  already  there,  supplement  that  with  gravel  islands. 
I  think  that  Dr.  Nanz  is  correct;  that  the  gravel  islands  are  prob- 
ably the  technique  that  has  been  used  most  and  is  probably  the 
best  at  the  moment. 

Now,  in  the  areas  where  we  have  just  depth  of  water  and  wind 
and  wave,  I  believe  that  the  wells  that  have  been  drilled  in  the 
Gulf  of  Alaska,  in  the  St.  George  Basin,  which  is  right  adjacent  to 
the  North  Aleutian  sale  area,  or  Bristol  Bay — I  believe  we  have 
indicated  to  the  country  and  to  everybody's  satisfaction  that  we  can 
drill  in  those  areas. 

Mr.  Breaux.  Both  of  your  companies  are  advocating  a  more 
aggressive  schedule,  particularly  with  regard  to  the  Alaskan  area. 
Could  you  please  address  the  question  that  has  been  raised  about 
the  so-called  west  coast  oil  glut,  and  the  fact  that  there  are  trans- 
portation problems  and  other  problems  associated  on  the  west 
coast?  How  can  we  justify  saying  that  we  should  proceed  more 
expeditiously  and  more  rapidly  in  the  Alaskan  area  when  there 
does  seem  to  be  still  a  glut  of  oil  on  the  west  coast?  Are  there  any 
ways  that  you  can  think  of  that  we  could  solve  that  problem?  How 
do  you  justify  selling  it  faster  than  we  can  really  handle  it? 

Mr.  Johnson.  Of  course,  as  far  as  Arco  Oil  &  Gas  Co.  is  con- 
cerned, we  are  handling  all  our  production,  including  our  share  of 
North  Slope  oil,  and  I  would  point  out  that  any  sale  that  occurs  at 
the  moment,  we  are  probably  a  year  away  from  having  the  first 
exploratory  well  on,  and  probably  3  or  4  years  away  from  knowing 
whether  it  is  large  enough  to  justify  the  type  of  platforms  that  Dr. 
Nanz  mentioned  a  moment  ago,  and  probably  8  to  10  years  away 
from  any  production  coming  from  these  sales. 

I  have  seen  some  decline  curves  drawn  for  the  North  Slope.  By 
that  time,  there  will  be  capacity  in  the  pipeline;  there  will  be  a 
considerably  less  oil  rate  than  there  is  now.  I  believe  that  this 
would  not  put  us  in  the  kind  of  position  to  over  extend  the  west 
coast  area. 
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Mr.  Breaux.  Dr.  Nanz,  do  you  have  any  comments? 

Dr.  Nanz.  I  would  like  to  add  this;  I  agree  with  what  Mr. 
Johnson  has  said.  In  addition  to  that,  if  there  is  excess  capacity,  we 
ought  to  thank  the  Lord  and  get  it  to  where  it  is  needed,  somehow. 
I  would  even  say  exchange  it  for  oil;  what  is  wrong  with  that? 

It  might  save  everybody  some  money;  or  build  a  pipeline  from 
west  to  east.  There  has  got  to  be  some  way  to  bring  that  oil  to  the 
right  place  in  the  United  States.  So  I  think  that  the  talk  about  the 
glut  on  the  west  coast  is  really  dodging  the  question.  We  ought  to 
get  that  oil  to  wherever  we  need  it. 

Mr.  Breaux.  Mr.  O'Leary  testified,  and  I  do  not  even  remember 
which  committee  it  was,  and  when  I  asked  him  a  question  about 
the  exchange  of  Alaskan  oil  with  Japan  for  an  exchange  of  Mexi- 
can oil  to  the  United  States — he  indicated  that  it  would  probably 
increase  the  domestic  flow  of  oil  by  something  between  200,000  and 
300,000  barrels  a  day  if  we  were  able  to  do  that. 

Would  either  of  you  two  gentlemen  have  any  comment  on  that, 
or  would  you  explain  to  the  committee,  if  we  did  not  have  the  so- 
called  McKinney  amendment,  which  prohibits  the  swap  out  of 
Alaskan  oil  to  Japan  in  exchange  for  Mexican  oil  coming  to  this 
country,  how  that  would  end  up  giving  us  a  net  increase,  possibly, 
in  oil  for  the  United  States? 

Mr.  Johnson.  I  could  see  where  it  would  be  more  economical  to 
do  something  like  that;  exchanges  are  not  anything  unusual,  and 
we  have  been  doing  that  for  years  and  years.  Simply  sending  oil 
from  its  production  point  to  the  nearest  point  that  it  is  needed 
seems  to  be  a  reasonable  way  to  market  crude. 

Therefore,  for  instance,  sending  Alaskan  crude  to  Japan  and 
bringing  oil  to  the  east  coast  or  someplace  else  where  it  is  needed 
in  return  for  that,  seems  to  be  a  very  economical  thing  to  do. 

Now,  to  talk  about  whether  that  would  do  anything  to  increase 
our  rate  or  not,  it  possibly  could  from  the  standpoint  that  those 
would  provide  shorter  transportation  routes  to  the  needed  market, 
and  therefore  could  probably  increase  the  supply  because  it  would 
take  less  time  to  transport. 

Mr.  Breaux.  Mr.  Miller? 

Mr.  Miller.  On  that  point,  Mr.  Johnson,  you  indicated  that  Arco 
would  be  able  to  absorb  what  they  anticipate  would  be  their  share 
over  this  period  of  time.  I  guess  you  are  able  to  do  it  now,  and  later 
your  share  of  current  Alaskan  oil  will  be  diminishing,  so  if  you 
were  to  bring  this  production  on  line,  you  would  be  able  to  absorb 
that  in  your  west  coast  operations.  Is  that  what  you  are  saying? 

Mr.  Johnson.  That  is  what  I  said. 

Mr.  Miller.  How  is  that  for  Shell  Oil,  Dr.  Nanz?  Do  you  have 
some  expansion  programs? 

Dr.  Nanz.  Yes,  we  have  expansion  programs  in  the  mill  now, 
small  ones.  I  think  that  by  that  time,  we  might  be  in  that  shape, 
too.  We  are  talking  about  10  years  down  the  road,  and  our  own 
supplies  would  be  diminishing,  which  they  are  now. 

Mr.  Miller.  What  about  the  transportation  of  the  oil,  assuming 
the  west  coast  refinery  capacity  is  there?  Do  you  see  any  major 
change  in  the  mix  of  ships  or  operations? 

Dr.  Nanz.  Yes.  In  thinking  about  the  areas  that  Mr.  Johnson  has 
described,  I  think  the  North  Slope  pipeline  would  probably  have 
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capacity  by  that  time  to  take  oil  from  there.  That  sounds  reason- 
able to  us,  although  we  are  not  a  North  Slope  producer,  as  you 
know. 

For  places  like  the  Bering  Shelf  and  the  ones  that  are  close  to 
landfall,  we  would  visualize  a  pipeline  to  the  southern  part  of  the 
Aleutian  chain,  and  then  tankers,  all-weather  tankers,  to  other 
points.  In  the  case  of  Navarin,  particularly  Norton  and  Chukchi, 
you  would  probably  need  ice-breaking  tankers.  If  I  understand  your 
question,  that  would  be  different  than  what  we  have  at  the  mo- 
ment. 

Where  they  all  would  go — the  only  thing  I  can  say  is  that  10 
years  from  now,  we  would  probably  need  it  ourselves  right  in 
California.  Our  fields  are  declining  there,  except  for  what  we  have 
been  able  to  offset  by  thermal  production. 

Mr.  Miller.  Your  refinery  mix  would  be  such  that  you  would 
expect  to  be  able  to  refine  enough  oil? 

Dr.  Nanz.  Well,  I  do  not  know  what  to  say  about  that.  Maybe  my 
competitor  here  would  have  a  different  view,  but  I  guess  we  would 
expect  the  North  Slope  discoveries  to  be  pretty  much  like  those 
already  made;  I  do  not  see  how  anybody  could  predict  what  the 
crude  would  be  like  in  the  Bering  Shelf. 

Mr.  Johnson.  I  would  agree;  we  do  not  know.  I  do  know  that  the 
USGS  has  done  some  work  on  the  Slope  area,  and  also  some  seeps 
off  of  Nome,  but  I  do  not  know  what  the  analysis  might  have  been. 

Mr.  Miller.  Dr.  Nanz,  looking  at  one  of  your  attachments,  the 
map  where  you  set  forth  the  year  that  Shell  would  propose  for  the 
next  sale  and  the  year  that  the  Department  of  the  Interior  would 
propose,  am  I  led  to  believe  that  these  areas — the  boundaries  that 
are  shown  drawn  here  in  the  various  sale  areas — are  identical? 

You  are  not  including  new  areas  or  different  areas,  but  these  are 
areas  that  DOI  has  considered  and  it  is  just  a  question  of  dates  at 
this  point,  in  reference  to  that  attachment? 

Dr.  Nanz.  They  are  very  similar;  I  did  not  try  to  copy  the  exact 
lines.  But  it  is  quite  different  in  Bristol,  where  the  DOI  has  only 
that  southern  tip  of  what  I  have  shown  there  in  Bristol,  and  I 
believe  Mr.  Johnson  pointed  that  out. 

Mr.  Miller.  Then  the  1983  date  is  not  an  Interior  date? 

Dr.  Nanz.  I  think  you  are  correct  that  I  probably  should  have 
had  a  footnote  on  there.  The  1983  date  for  Bristol  recommended  by 
DOI  is  only,  say,  the  bottom  one-tenth  of  an  inch  of  that  Bristol 
Bay  outline  I  show  there. 

Mr.  Miller.  So,  in  that  case,  you  are  talking  about  a  greater 
area  of  sale,  rather  than  just  date? 

Dr.  Nanz.  Yes,  that  is  true. 

Mr.  Miller.  There  was  some  earlier  reference  in  response  to  Mr. 
Breaux  that  the  state  apparently  now  has  some  concerns  about 
Bristol  in  Alaska. 

Mr.  Johnson.  I  would  say  that  the  State  still  has  some,  yes.  It  is 
mostly  fishing. 

Mr.  Miller.  It  is  a  very  prolific  area  in  terms  of  salmon. 

Mr.  Johnson.  One  thing  I  might  mention  is  that  some  of  the 
comments  that  I  have  heard  from  some  of  the  State  agencies  are 
apparently  not  shared  by  some  of  the  local  people,  because  there 
have  been  at  least  two  letters  from  the  president  of  the  native 
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corporation  there,  which  have  been  published  and  which  say  that 
they  are  in  support  of  oil  development  in  that  area. 

Mr.  Miller.  In  Bristol  Bay,  there  are  rather  extensive  cannery 
holdings  by  American  corporations.  Have  they  been  consulted, 
since  it  is  their  investment  in  the  boats  and  the  canneries,  as  to 
whether  they  feel  they  can  fish  there  compatibly  with  develop- 
ment? Have  you  discussed  that  with  them? 

Mr.  Johnson.  I  have  not  discussed  that  aspect  with  any  of  the 
people  who  own  canneries,  no.  We  have  tried  to  talk  to  individual 
fishermen.  Some,  of  course,  are  very  adamantly  opposed;  others 
believe  that  it  can  be  done  in  a  very  compatible  manner. 

Mr.  Miller.  Are  the  native  corporations  in  a  royalty  situation? 

Mr.  Johnson.  No,  sir.  The  Federal  Government  or  the  State  are 
the  only  two  that  would  own  offshore;  that  is  my  understanding. 
The  fishing  industry,  I  think,  is  not  a  year  around  economy. 

Mr.  Miller.  No. 

Mr.  Johnson.  Those  people  who  work  for  the  fishing  industry 
during  the  fishing  season,  I  think,  would  like  to  have  something 
else  to  do  at  other  times  of  the  year. 

Mr.  Miller.  I  understand  that,  but  that  also,  I  think,  colors  your 
view.  If  you  are  a  fisherman  who  has,  I  think,  what  is  basically  an 
April  to  June  season  in  the  Bristol  area  and,  as  you  point  out,  if 
you  are  resident — God  help  you — but  if  you  are  a  resident  of  that 
area,  I  am  sure  you  would  desire  some  other  economic  base  rather 
than  just  that  April-June  year. 

Mr.  Breaux  asked  you  this  question,  but  let  me  just  see  if  I  can 
make  it  a  little  more  clear.  In  the  distinction  as  to  these  dates.  Dr. 
Nanz,  what  is,  in  your  mind,  the  clearest  difference  as  to  why  there 
is  one  date  over  another?  You  talked  about  a  28-month  period  for 
the  development  of  environmental  information,  as  opposed  to  your 
plan  allowing  a  minimum  of  14. 

Is  it  environmental,  or  what  are  the  clear  indicators  to  you  as  to 
why  there  are  variances  in  what  you  think  is  a  rational  develop- 
ment plan  as  opposed  to  some  of  the  proposals  made  by  DOI?  In 
some  of  them,  you  are  within  the  same  dates  in  the  southern  area. 

Dr.  Nanz.  Well,  I  think  the  difference  would  be  as  to  what  is  the 
reasonable  amount  of  work  to  be  done  before  the  sale.  The  way  I 
visualize  it  as  a  technical  person  is  that  it  is  open  ended  as  to  how 
long  you  can  study  an  area  and  describe  species  and  try  to  charac- 
terize the  environment. 

The  environment  changes  from  day  to  day;  it  has  other  cycles;  it 
has  sunspot  cycles.  The  whole  thing  is  not  even  a  steady  state,  so 
there  is  no  limit  to  how  long  you  can  study  it.  So  therefore  it 
becomes  a  matter  of  judgment  as  to  what  is  adequate  in  order  to 
develop  the  proper  operating  rules  to  protect  a  sufficient  amount  to 
balance  the  need  for  the  resource. 

Mr.  Miller.  If  I  can  interrupt  you  on  that  point,  do  you  think  it 
is  fair  to  say  that  there  are  sort  of  gross  questions,  if  you  will,  that 
can  be  addressed  and  be  responded  to,  given  the  experience  in 
Alaska,  in  the  North  Sea,  and  in  other  drilling  experiences,  as  to 
the  protection  of  the  environment,  and  then  there  are  other  issues 
in  a  detailed  manner,  if  you  will,  as  opposed  to  the  gross  environ- 
mental questions  that  can  be  answered  on  a  continued  basis  in 
parallel  with  development? 
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Dr.  Nanz.  You  are  probably  right,  yes. 

Mr.  Miller.  You  know,  the  gross  question  of  whether  or  not  you 
have  the  capacity,  in  the  state  of  the  art,  to  prevent  a  spill  is  one 
thing.  The  detailed  concerns  of  what  would  happen  in  that  region 
if  you  had  a  spill  are  separate,  because  you  need  the  spill. 

You  can  study  it  until  hell  freezes  over,  but  if  you  do  not  have 
the  spill,  you  may  not  have  the  problem.  I  just  v/ondered  if  that  is 
possible  under  the  existing  rules.  We  will  have  a  new  set  of  rules 
here,  I  guess,  in  just  a  few  days  or  a  month — the  fast  track  system, 
where  you  will  be  lucky  if  you  can  study  the  gross  issues. 

But  I  just  wondered  if  existing  environmental  rules  and  concerns 
would  allow  that  kind  of  parallel  study  so  that  you  could  move 
forward  on  both  fronts. 

Dr.  Nanz.  I  think  you  are  probably  right.  I  am  not  criticizing  the 
studies  that  have  been  made.  What  is  worrying  me  is,  at  what 
point  do  I  decide  that  not  doing  this  is  worse  than  the  harm  to  the 
environment.  That  is  what  I  am  having  the  problem  with— the 
possibility  of  that  harm. 

At  some  point,  somebody  is  going  to  have  to  decide  that,  because 
I  think  the  Nation  has  major  problems.  I  suppose  that  the  decision 
rests  with  the  Secretary  at  the  moment;  he  decides  whether  to 
have  a  sale  or  not,  as  I  understand  it.  All  I  am  arguing  for  is 
recognition  of  the  problems  of  not  having  the  sale  and  not  develop- 
ing these  resources,  which,  in  my  mind  as  a  citizen,  is  severely 
jeopardizing  our  position  in  the  world. 

I  do  not  have  any  quarrel  with  you,  from  a  technical  point  of 
view.  I  think  you  have  described  it;  you  could  do  that  in  a  macro 
sense  or  a  micro  sense,  and  you  could  have  a  lot  of  people  working 
on  it. 

The  other  part  of  it  is  that  I  am  concerned  that  there  are  not 
enough  people  working  on  it.  Do  you  not  think  it  is  more  important 
than  just  having  1.2  percent  of  the  Department  of  the  Interior 
working  on  it?  I  think  it  is  one  of  the  most  important  problems 
they  have.  So  maybe  that  is  a  constraint;  I  do  not  know  the  details 
of  that. 

Mr.  Miller.  Let  me  ask  you  one  final  thing,  and  this  is  my  last 
question,  Mr.  Chairman.  On  this  issue  that  I  have  been  rather 
involved  with,  this  issue  of,  as  you  put  it,  the  red  herrings  of  what 
to  charge  for  leases  and  the  rate  of  return  to  the  public,  you 
indicated  in  your  statement  that  we  are  talking  about  rather  sub- 
stantial investments  at  this  point  to  go  ahead  and  develop  these 
various  areas  on  an  accelerated  schedule. 

My  question  is.  How  does  the  Government  best  accommodate  you 
in  terms  of  leasing,  and  whether  or  not  it  is  your  opinion  that,  as 
you  said,  if  you  gave  it  away  and  took  the  one-sixth  royalty,  the 
Government  is  doing  very  well;  we  might  argue  about  that,  but 
somewhere  between  that  and  the  system  that  requires  you  to  put 
out  substantial  capital  in  terms  of  bonus  bidding,  and  what  have 
you,  which  returns  nothing  to  the  effort  of  finding  oil? 

I  just  wondered  if  you  had  some  thoughts  on  what  system  you 
would  like  to  see,  in  terms  of  allowing  you  the  greatest  flexibility 
of  having  the  available  capital  to  you  for  the  early  development  of 
the  resource. 
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Dr.  Nanz.  Well,  as  you  know,  we  favor  the  bonus  system,  I  guess, 
because  I  have  seen  it  work  and  I  think  it  has  worked  well.  It  has 
provided  the  incentive  for  us  to  develop  new  technology.  I  am 
proud  to  say  that  my  company  has  been  a  part  of  that  in  both 
exploration  and  production.  We  do  a  little  better  than  average  in 
the  Gulf  of  Mexico,  and  that  is  not  excessive. 

I  think  our  earning  power  is  something  like  14  percent  now, 
after  tax.  Industry  average,  we  think,  is  around  9  percent,  so  we 
are  kind  of  proud  of  that.  But  that  struggle  to  be  better  is  what  has 
caused  us  to  do  the  research,  which  we  do  as  much  of  as  anybody, 
and  more  than  most. 

I  am  worried  about  a  system  which  does  not  have  that  incentive, 
frankly.  I  have  not  worried  too  much  about  bid  systems,  because 
the  Secretary  has  the  flexibility,  under  the  new  amendments,  to 
have  a  variety  of  systems.  My  feeling  is  if  we  do  not  have  the  sales 
pretty  soon,  I  do  not  care  what  the  system  is. 

We  have  quit  talking  about  bid  systems,  because  it  is  academic  if 
we  do  not  have  these  sales. 

Mr.  Miller.  I  understand  that,  but  I  also  think  that  in  trying  to 
find  that  mix — if  the  Secretary  bought  your  proposal  tomorrow,  I 
think  it  is  not  academic,  if  people  put  out  hundreds  of  millions  of 
dollars  to  secure  the  right  to  drill,  as  opposed  to  being  able  to  put 
hundreds  of  millions  of  dollars  into  platforms,  development,  re- 
search, and  what  have  you,  and  then  pay  out  some  royalty. 

I  am  not  about  to  tell  you  your  business  because,  as  you  point 
out,  the  Secretary  has  all  those  alternatives.  But  I  did  not  know 
that  there  was  such  liquidity  in  your  industry  that  you  could  leave 
hundreds  of  millions  of  dollars  lying  around  on  the  table,  as  they 
keep  saying  in  this  industry,  especially  if  you  come  up  dry. 

Your  source  of  wealth  is  even  greater  than  I  thought,  because  I 
do  not  know  many  people  who  are  willing  to  leave  idle  money 
around  if  there  is  an  alternative  to  that.  In  your  chart  here,  you 
are  suggesting  in  your  schedule  that  by  1995,  there  are  4  to  5 
billion  barrels.  I  thought  that  would  provide  some  incentive,  given 
the  new  market  structure  that  we  have  in  this  country  for  oil. 

I  think  it  is  a  legitimate  concern.  A  number  of  business  writers 
have  written  about  this  subject,   saying  that  it  is  a  detriment. 

Dr.  Nanz.  Let  me  come  back,  then.  If  you  gave  me  the  lease,  I 
still  have  to  drill  a  wildcat;  that  is  $20  million.  So  I  have  the 
prospect  of  losing  that,  no  matter  what.  Somebody  has  got  to  drill 
the  well,  right? 

Mr.  Miller.  No  question. 

Dr.  Nanz.  So  that  is  a  risk,  even  if  there  is  not  any  bonus.  But 
how  are  you  going  to  award  the  lease?  That  is  my  point.  I  want 
that  lease  awarded  in  some  way  so  that  if  you  are  better  than  the 
other  guy,  you  can  do  a  little  better.  If  you  wanted  to  adjust  the 
royalty,  but  fix  it  and  not  bid  it — if  there  is  not  enough  margin 
there,  we  would  not  bid. 

If  it  is  profit  sharing,  I  think  that  is  more  trouble  from  an 
accounting  point  of  view,  but  it  does  not  bother  me  either,  as  long 
as  it  is  fixed.  But  if  you  bid  it,  then  I  think  it  destroys  the  incentive 
to  try  to  do  better,  because,  most  likely,  somebody  is  going  to 
overbid  and  only  develop  it  if  they  find  a  large  field. 

Mr.  Miller.  Thank  you. 
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Mr.  Breaux.  Thank  you.  Mr.  Lewis? 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Dr.  Nanz,  you  indicated  that  if  we  could  back  up  the  calendar  10 
or  even  15  years  and  get  a  new  and  aggressive  program,  that  that 
could,  I  think,  in  your  words,  have  replaced  50  percent  of  our 
current  shortfall  in  terms  of  our  present  crisis. 

Dr.  Nanz.  Fifty  percent  of  our  total  imports. 

Mr.  Lewis.  Of  our  total  imports? 

Dr.  Nanz.  Yes. 

Mr.  Lewis.  I  guess  maybe  one  of  the  best  things  that  has  hap- 
pened since  I  have  been  around  legislative  government  the  last  10 
years  is  that  when  I  was  first  elected  to  the  California  Legislature, 
most  people  did  not  know  what  the  word  "ecology"  meant,  and  the 
development  of  all  of  that  has  been  reasonable  in  many  ways  in 
terms  of  some  of  the  problems  we  face. 

On  the  other  side  of  it  is  the  fact  that  the  energy  crisis  is  not  a 
new  thing;  they  have  been  talking  about  it  in  some  circles  for  30 
years,  an3^way.  Yet,  today,  it  is  suddenly  a  crisis  of  importance  that 
may  determine  whether  we  can  lead  in  the  future  of  the  world  or 
not. 

It  seems  to  me  that  if  you  could  take  today's  crisis  and  back  it  off 
10  years,  you  might  have  a  different  kind  of  balance.  What  I  am 
trying  to  get  at  here  today  involves,  first,  some  questions  relative 
to  the  industry's  capacity  to  accelerate  a  leasing  schedule,  and  then 
maybe  talk  a  little  bit  about  your  specific  problems  and  questions 
about  capacity  in  Alaska,  and  then  touch  on  some  of  the  environ- 
mental questions  as  well. 

A  lot  has  been  said  about  the  administrative  limitations  in  for- 
mulating a  leasing  schedule,  and  certainly  there  are  built-in  prob- 
lems as  of  now  relative  to  the  1980  year.  But  let  us  assume  that 
those  limitations  did  not  exist. 

Maybe  both  of  you  can  comment  on  these  questions.  Would  you 
tell  the  committee  if  there  would  be  any  hinderance  to  go  to  seven 
or  eight  lease  sales  a  year? 

Dr.  Nanz.  No.  I  think  that  is  what  we  are  recommending. 

Mr.  Lewis.  You  are  recommending  more  than  that,  really. 

Dr.  Nanz.  Well,  I  have  forgotten  how  it  works  out,  on  the  aver- 
age; I  think  it  is  eight,  or  so,  on  the  average,  is  it  not? 

I  would  say  that  with  regard  to  industry  limitations,  from  my 
company's  point  of  view,  we  are  trying  to  find  work  for  our  people. 
Because  we  have  not  had  these  sales,  we  have  had  to  intensify  our 
onshore  effort,  and  in  that  case  it  is  probably  over  explored.  It  is 
the  only  game  in  town,  really,  in  the  United  States,  except  for  the 
Gulf  of  Mexico,  and  everybody  is  out  there  scrambling  around, 
primarily  on  private  lands,  because  there  are  problems  with  Feder- 
al lands  in  the  Western  United  States,  as  you  know. 

We  had  to  step  up  our  foreign  effort  in  order  to  take  care  of  our 
people.  I  wanted  to  make  the  point,  if  I  could,  that  the  kind  of 
schedule  I  recommend  will  actually  provide  a  lot  of  jobs  for  people 
and  stimulate  the  economy,  in  addition  to  what  I  said  about  the  oil 
industry;  it  is  all  the  related  industries. 

In  addition  to  that,  having  annual  sales  in  these  areas  is  the 
most  efficient  way,  because  after  you  build  shore  bases,  or  what- 
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ever  you  need  to  do  the  work,  and  get  started  and  have  rig  commit- 
ments, and  so  forth,  you  really  need  a  program  to  keep  going. 

Shell  was  in  a  joint  venture  with  my  competitor  here  in  the  Gulf 
of  Alaska.  We  ended  up  with  having  to  pay  $5  million,  in  our  case, 
in  penalty  on  a  rig  we  had  because  the  sales  did  not  come  off  like 
we  had  hoped,  and  we  hoped  to  use  that  rig  somewhere  else.  We 
also  have  a  shore  base  that  we  do  not  know  what  to  do  with  now. 

So  all  those  things,  in  our  minds,  are  very  inefficient  and  are  not 
utilizing  the  country's  capability. 

Maybe  you  would  want  to  say  something. 

Mr.  Johnson.  I  might  just  add  to  that  that  the  equipment  and 
the  mobilization  of  the  equipment  to  Alaska  is  one  of  the  deterring 
points,  and  the  only  thing  that  keeps  us  from  doing  that  is  the  on- 
again,  off-again  type  of  schedules.  With  something  that  is  set  and 
we  can  be  sure  of,  we  can  go  ahead  and  make  plans  on,  because 
sometimes  it  takes  a  year  or  a  year  and  a  half,  for  instance,  to  find 
a  rig  and  move  it  someplace  in  Alaska. 

So  it  is  very  important  that  the  schedule  be  set  and  that  it  be 
adhered  to  in  order  for  us  to  make  those  plans.  Now,  you  said 
remove  all  the  obstacles,  and  that  is  one  very  definite  one  that  will 
need  to  be  removed. 

Mr.  Lewis.  The  on-again,  off-again  question? 

Mr.  Johnson.  Yes. 

Mr.  Lewis.  Mr.  Nanz  referred  to  that  earlier  in  connection  with 
financial  difficulties,  and  you  are  now  referring  to  equipment. 

Mr.  Johnson.  Right. 

Mr.  Lewis.  Is  it  your  feeling  that  the  on-again,  off-again  question 
also  impacts  the  ability  to  develop  the  kind  of  financing,  or  raises 
questions,  at  least 

Mr.  Johnson.  It  raises  a  question,  because  the  financing  comes 
with  these  large  expenditures,  and  if  you  are  not  sure  that  you  are 
going  to  need  them,  then  it  is  very  difficult  to  make  the  financing 
arrangements. 

Mr.  Lewis.  In  a  recent  article  in  the  Oil  Daily,  there  were  at 
least  allegations  coming  from  the  White  House,  supposedly  from 
the  energy  staff,  that  additional  OCS  drilling  would  not  lead  to 
increased  production.  I  think  it  was  an  article  last  week  or  the 
week  before. 

Dr.  Nanz.  Excuse  me;  would  you  restate  that?  Drilling  would  not 
lead  to  new  OCS  production? 

Mr.  Lewis.  Specifically,  the  allegation,  coming  from  a  White 
House  energy  staff  base,  suggested  that  additional  OCS  drilling 
would  not  lead  to  increased  production.  That  came  from  an  article 
in  the  Oil  Daily. 

Dr.  Nanz.  I  cannot  understand  that. 

Mr.  Miller.  Would  the  gentleman  yield? 

Mr.  Lewis.  Yes. 

Mr.  Miller.  Are  you  talking  about  total  national  production 
because  of  the  overall  decline? 

Dr.  Nanz.  The  question  is  whether  or  not  you  could  bring  on  new 
production  in  order  to  overcome  the  decline.  Our  projection  would 
have  oil  production  rising  slightly,  if  all  these  things  are  done,  by 
maybe  2  million  barrels  per  day  overall  in  the  1990's. 
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Mr.  Lewis.  The  set  of  questions  extends  itself  to  suggest  that  that 
staff  also  questions  whether  industry  has  the  capacity  for  the  kind 
of  deepwater  drilling  that  is  involved,  projecting  a  downturn  in  our 
onland  production  so  that  we  would  have  a  shortfall  out  there 
anyway. 

Dr.  Nanz.  I  would  like  to  come  back  to  attachment  3,  the  map. 
Everything  we  show  on  there  is  proposed  to  be  in  less  than  600  feet 
of  water,  and  a  lot  of  it  is  much  shallower — the  Bering  Shelf,  the 
Norton,  and  the  Beaufort. 

Our  engineers  tell  me  that  we  have  the  capability  to  drill  in  up 
to  6,000  feet  of  water,  and  the  capability  to  produce  to  3,000  feet  of 
water.  I  think  that  particularly  on  the  east  coast,  there  is  more 
work  to  be  done  in  deeper  water  than  has  been  included  in  the 
current  sales.  I  am  not  responsible  for  that  area,  but  that  is  what 
my  colleagues  tell  me;  there  are  still  prospects  to  be  developed  in 
deeper  water. 

I  think  the  fixed-bottom  platform  capability  is  something  like  800 
to  1,200  feet  of  water.  As  you  know,  we  just  set  one  in  1,000  feet  of 
water  in  the  gulf.  We  would  be  talking  about  some  sort  of  guyed 
tower  or  compliant  structure — tension  well  platforms,  they  call 
them — in  up  to  3,000  feet  of  water.  That  would  be  Shell's  view  of 
that.  So  there  is  more  area  to  prospect  in  deeper  water. 

Mr.  Johnson.  If  anyone  is  concerned  about  the  deeper  water,  as 
Bob  pointed  out,  the  Bering  Sea  oil  under  600  feet  of  water  is 
bigger  than  the  State  of  Texas— the  OCS  area.  Just  along  the  south 
coast  of  Alaska,  within  the  600-foot  depth  line,  it  is  bigger  than  the 
State  of  California,  and  that  does  not  even  speak  to  Kodiak  and  the 
Aleutian  Shelf,  and  so  forth. 

So  there  are  tremendous  OCS  areas  in  Alaska  that  are  well 
within  600  feet,  and  there  is  no  question  that  the  technology  is 
available  for  us  to  find  some  oil  and  gas. 

Mr.  Lewis.  Your  response  was  just  for  the  record. 

Mr.  Johnson.  I  beg  your  pardon? 

Mr.  Lewis.  I  said,  I  appreciate  your  response,  just  for  the  record. 

There  has  been  a  lot  of  talk  about  the  overlapping  agencies  and 
the  number  of  agencies  who  have  responsibilities  under  our  act.  I 
would  appreciate  your  commenting  on  the  status  of  those  regula- 
tions, and  we  would  especially  like  to  hear  your  comments  as  they 
relate  to  drilling  permits,  air  quality  standards,  and  best  available 
and  safest  technology. 

Do  you  think  they  will  be  a  hinderance?  I  would  just  like  to  have 
your  reactions  to  where  we  are  in  terms  of  those  regulations  and 
the  impact  they  will  have. 

Dr.  Nanz.  I  do  not  know  where  to  start,  so  I  will  defer  to  Mr. 
Johnson. 

Mr.  Johnson.  I  think  one  of  the  first  problems  is  the  multitude 
of  permits  that  are  necessary.  Although  the  BLM  and  the  USGS 
have  some  primary  responsibilities  in  those  regards,  they  have  to 
obtain  comments,  and  so  forth,  from  so  many  people  that  it  takes 
an  awfully  long  time  for  those  people  to  come  together  and  make  a 
decision. 

The  air  emission  situation  in  the  OCS,  I  would  put  in  the  catego- 
ry of  a  red  herring.  It  just  kind  of  floors  me  to  think  that  an 
exploratory  rig,  out  an3rwhere  from  3  miles  to  300  miles,  in  some 
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cases,  from  land,  is  going  to  have  much  effect  on  any  air  on  land. 
Even  in  thinking  about  developing  a  large  field,  it  is  kind  of  hard 
for  me  to  see  that  something  fairly  long  distance  offshore  would 
have  any  effect. 

Best  available  technology  is  pretty  good  at  the  moment.  The  only 
point  there  is,  how  far  do  you  go  before  it  gets  so  uneconomical  to 
do  anymore  and  is  it  worth  it;  do  you  take  care  of  80  percent  and 
spend  $100  million,  and  then  have  to  spend  three  times  that  much 
to  make  it  5  percent  better. 

I  guess  our  feeling  is  that  when  you  talk  about  best  available 
technology,  you  must  take  into  account  economics,  and  right  now,  I 
do  not  believe  that  that  is  being  considered  very  much. 

Mr.  Breaux.  The  time  of  the  gentleman  has  expired.  I  recognize 
Mr.  Livingston. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Livingston.  Thank  you,  Mr.  Chairman.  I  want  to  give  Dr. 
Nanz  an  opportunity  to  respond  to  that  question.  I  think  he  was 
ready  to  come  at  us  with  all  he  has  got,  so  go  ahead,  Dr.  Nanz. 

Dr.  Nanz.  Well,  I  agree  with  what  Jesse  said.  The  reason  I 
dodged  the  question  is  that  I  have  not  been  directly  involved  in 
getting  those  permits;  that  has  been  primarily  my  production  de- 
partment's problem.  I  have  been  involved,  of  course,  with  the  prob- 
lem in  getting  the  Beta  platform  in  San  Pedro  Bay  approved.  It  is 
just  almost  unworkable,  with  all  the  necessary  clearances  that 
have  to  be  obtained. 

We  are  doing  pretty  good  on  that  now,  but  it  does  take  a  long 
time.  On  the  matter  of  best  available  technology,  I  would  agree  100 
percent  with  what  Jesse  said.  The  economics  have  to  be  taken  into 
account  on  it,  but  we  never  cut  corners  on  that  from  a  safety  point 
of  view. 

Reasonable  risk  might  have  to  be  taken  with  respect  to  how 
much  safety  margin  you  have,  but  we  do  not  feel  that  there  is  any 
particular  problem  there.  We  feel  like  we  have  used  the  best  avail- 
able technology  everyplace  we  have  been. 

On  the  air  quality  part  of  this,  I  agree  100  percent;  I  think  one  of 
our  problems  in  California  was — my  understanding  was  that  the 
model  used  to  look  at  air  quality  offshore  from  San  Diego,  which 
eventually  led  to  withdrawing  the  tracks  from  the  sale,  had  rigs 
drilling  on  every  tract  all  at  once. 

Mr.  Lewis.  If  the  gentleman  would  yield  just  a  moment. 

Mr.  Livingston.  Yes. 

Mr.  Lewis.  I  have  spent  a  lot  of  years  in  the  air  quality  field,  and 
one  of  the  things  that  bothers  me  about  the  way  we  have  ap- 
proached those  control  systems  is  that  we  tend  to  want  to  treat  the 
high  desert  as  we  treat  the  valley  in  Los  Angeles. 

I  would  really  be  interested  in  your  comments  as  to  what  regula- 
tions are  developing  as  they  apply  to  that  area  in  the  Alaskan 
waters. 

Dr.  Nanz.  I  do  not  know  what  the  status  of  that  would  be;  I  do 
not  even  know  who  has  jurisdiction  over  the  problem.  The  State 
claims  they  do  in  California. 

Mr.  Livingston.  If  I  can  shorten  this  a  little  bit,  if  you  have  any 
additional  comments  along  these  lines,  we  would  like  you  to  submit 
them  for  the  record  in  writing,  so  that  we  will  have  them. 
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Dr.  Nanz.  May  I  ask  again;  it  is  on  the  subject  of  permitting  and 
overlapping  agency  requirements? 

Mr.  Livingston.  Air  quality  standards  was  the  item  of  concern 
to  my  colleague  here  from  California,  but  basically  overlapping 
requirements  for  permits  and  proof  of  capable  technology  to  protect 
the  environment. 

Now,  that  really  gets  to  the  core  of  our  whole  purpose  in  being 
here.  As  I  understand  your  statements,  gentlemen,  you  are  saying 
that  you  are  able  to  undertake  a  good  bit  more  drilling  in  the 
Outer  Continental  Shelf  in  all  areas,  particularly  in  Alaska,  than 
the  current  Government  regulations  would  permit  you  to. 

I  think  that  your  statements  indicate  that  that  may  be  substan- 
tially more;  as  many  as  12  sales  a  year.  Is  that  correct,  Dr.  Nanz? 

Dr.  Nanz.  I  think  we  had  a  maximum  of  12.  I  would  like  to  see 
us  have  the  problem  that  we  had  so  much  success  out  there  that 
we  had  to  really  gear  up  an  effort  like  we  have  never  seen  before; 
that  is  what  we  really  need  for  this  country,  and  that  is  what  I 
would  hope  would  happen. 

We  can  handle  the  12  a  year,  I  think,  easily. 

Mr.  Livingston.  Well,  that  is  the  point.  Again,  my  colleague 
from  California  did  touch  on  it.  He  said  that  if  we  are  going  to 
continue  to  carry  the  lead  in  industrial  matters  and  in  technology 
throughout  the  world,  we  are  going  to  have  to  solve  this  energy 
problem. 

I  would  go  one  step  further  and  say  that  if  we  are  going  to 
survive  as  a  nation  as  we  now  know  it,  we  are  going  to  have  to 
solve  this  energy  problem.  It  astounds  me  that  we  can  bog  our- 
selves down  in  technicalities  to  the  extent  that  we  can  just  cut  off 
our  entire  energy  source. 

We  are  50  percent  reliant  on  foreign  oil  sources,  and  yet  here  we 
have  got  our  Outer  Continental  Shelf  bogged  down  in  paperwork. 

Now,  we  do  have  to  protect  our  environment,  and  I  think  that, 
certainly,  we  may  be  able  to  cut  through  a  lot  of  these  problems 
and  still  protect  our  environment,  if  we  go  about  it  conscientiously. 
Perhaps  the  President's  new  plan  may  enable  us  to  do  that;  I  am 
not  sure. 

But  we  do  not  need  anymore  situations  such  as  we  have  got 
down  in  Mexico  with  PEMEX.  Mr.  Johnson,  I  noted  that  in  re- 
sponse to  the  chairman's  question  that  you  looked  like  you  were 
about  to  make  a  comment,  and  I  wanted  to  give  you  that  opportu- 
nity, because  I  think  it  is  very  important. 

How  can  we  be  sure  that  we  are  going  to  avoid  major  oil  spills 
like  that? 

Mr.  Johnson.  I  was  going  to  say  in  response  to  that  question 
that  I  have  been  involved  with  both  the  Gulf  of  Alaska  Cleanup 
Organization  and  the  Cook  Inlet  Response  Organization,  and  now 
with  the  Beaufort  Sea  effort  being  put  forth.  In  that  regard,  the 
manager  of  the  cleanup  organization  in  Alaska,  plus  a  material 
expeditor  that  is  familiar  with  all  of  the  cleanup  material,  actually 
went  down  there. 

I  have  seen  some  slides  and  have  had  quite  a  lengthy  discussion 
with  them.  I  do  not  know,  mechanically,  what  caused  the  oil  spill, 
but  I  do  know  that  they  reported  to  me  that  the  Mexican  Govern- 
ment had  no  equipment.  I  believe  that  there  are  seven  people,  if 
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my  memory  serves  me  correctly,  in  the  total  government  who  are 
even  involved  in  that  sort  of  thing. 

One  report  was  that  the  fellow  who  was  in  charge  of  the  clean  up 
was  actually  reading  some  1975  documents  to  try  to  figure  out 
some  of  the  basic  things,  like  how  much  oil  is  actually  coming  out 
of  this  blowout,  which  is  something  we  have  been  talking  about 
and  doing  for  a  number  of  years. 

So  I  guess  in  comparing  that  blowout  with  what  could  happen  in 
the  United  States,  it  is  like  talking  about  day  and  night. 

Mr.  Livingston.  Let  us  just  pursue  that.  Certainly,  in  both  of 
your  companies,  and  I  am  sure  in  most  of  your  competitors',  you 
have  to  be  aware  of  the  consequences  if  you  disrupt  the  environ- 
ment with  any  such  oil  spill,  or  anything  to  a  lesser  degree. 

What  kind  of  staff  of  oceanographers  and  environmentalists  do 
you  all  maintain?  What  kind  of  money  do  you  all  spend  on  protect- 
ing the  environment? 

Mr.  Johnson.  I  would  say  that  we  have  a  number  of  people;  I 
think  there  are  eight  or  nine  on  the  corporate  staff,  and  then  there 
are  some  in  all  of  the  different  companies  that  we  have.  In  Arco 
Oil  &  Gas,  most  of  that  is  people  assigned  to  districts  like  my  own, 
and  there  are  usually  three  or  four  in  each  district. 

We  spend  somewhere  on  the  order  of  $1  million,  I  would  guess, 
per  year  in  this  regard,  and  I  would  guess  that  maybe  the  industry 
talks  about  maybe  $10  to  $12  million  a  year. 

Mr.  Livingston.  Now,  is  this  money  spent  strictly  on  keeping  in 
compliance  with  environmental  regulations,  or  is  this  money  spent 
with  an  aim  toward  protecting  the  environment  from  your  own 
positive  point  of  view? 

Mr.  Johnson.  I  am  speaking  primarily  from  doing  some  research 
and  fieldwork,  joining  ocean  studies  like  wind,  waves,  and  that  sort 
of  thing,  plus  looking  at  the  specifics,  like  a  drilling  operation;  how 
can  we  be  sure  that  we  are  protecting  the  environment. 

The  rules  and  regulations,  as  well  as  our  own  efforts — we  spend 
somewhere  around  $400,000  to  $1  million  on  the  early  exploratory 
wells  in  a  region,  just  on  hazard  surveys,  like  cameras  that  we  drag 
back  and  forth  across  the  location;  we  drag  samples  from  a  vessel 
that  looks  at  the  fish,  plant  life,  or  whatever. 

So  the  first  five  or  six  wells  drilled  in  a  region  usually  require 
that  kind  of  a  thing  also.  So  it  is  an  effort  from  what  I  would  call 
grassroots  to  scientific. 

Mr.  Livingston.  Dr.  Nanz,  how  about  Shell? 

Dr.  Nanz.  Well,  I  would  say  that  the  numbers — I  am  trying  to 
add  them  up  in  my  head.  I  would  say  it  is  either  as  much  as  Jesse 
said,  or  larger.  In  our  case,  we  have  probably  five  or  six  full-time 
people  on  this  subject,  in  addition  to  the  ones  that  implement  the 
work  in  the  divisions. 

Our  effort,  responding  to  your  question,  is  of  two  types.  One  is 
developing  information  required  by  regulations,  but  I  would  say, 
thinking  back  over  this  in  the  past,  the  industry  has  taken  the  lead 
in  developing  the  oceanographic  criteria — wind,  waves,  and  so 
forth. 

We  have  really  tried  to  get  ready  for  these  things,  and  I  think 
Jesse  would  agree,  as  well  as  complying  with  regulations.  Actually, 
we  have  led  the  way. 
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Mr.  Livingston.  Then,  in  foUowup,  you  say  that  you  might  be 
able  to  handle  as  many  as  12  sales  in  a  year.  Can  you  do  that  and 
still  protect  the  environment? 

Dr.  Nanz.  Yes,  I  firmly  believe  that. 

Mr.  Johnson.  I  would  certainly  agree. 

Mr.  Livingston.  Thank  you. 

Mr.  Breaux.  Thank  you,  Mr  Livingston. 

In  addition  to  the  Federal  statutes,  there  is  another  program 
that  is  giving  me  some  concern  with  regard  to  offshore  areas.  You 
presently  come  under  the  restrictions  and  requirements  for  protect- 
ing the  environment  that  are  spelled  out  and  provided  for  in  a 
whole  number  of  existing  Federal  laws — the  National  Environmen- 
tal Policy  Act,  the  Clean  Water  Act,  the  Clean  Air  Act,  the  Fisher- 
ies Conservation  and  Management  Act,  the  Ports  and  Waterways 
Safety  Act,  and  title  I  of  the  Ocean  Dumping  Act,  just  to  name 
some  that  come  to  mind  immediately. 

In  addition  to  that,  NOAA  has  a  program  called  the  marine 
sanctuaries  program,  which,  off  of  California,  had  received  nomina- 
tions to  set  aside  something  in  excess  of  200,000  square  miles  as  a 
marine  santuary,  and  a  20,000  square  mile  section  nominated  off  of 
Georges  Bank,  and  some  areas  in  the  Gulf  of  Mexico  that  have 
been  nominated  for  marine  santuary. 

I  know  that  they  are  asking  that  the  Georges  Bank  sale  be 
subject  to  certain  stipulations  that  they  would  like  to  see  imposed 
as  a  result  of  their  program. 

My  question  to  you  gentlemen  is,  Do  you  see  any  additional 
provisions  protecting  the  marine  areas  that  need  protecting  that 
would  be  provided  by  the  marine  sanctuaries  program  that  would 
not  already  be  covered  by  the  acts  and  laws  that  I  just  mentioned? 
Have  either  of  you  had  any  experience  with  the  marine  sanctuaries 
program  so  far  in  planning  your  lease  sales? 

Mr.  Johnson.  We  have  had  some.  Actually,  some  of  the  regula- 
tions in  drilling,  where  you  have  bird  nesting  areas  in  the  Gulf  of 
Alaska — we  were  required  to  fly,  I  believe,  1,500  feet  high,  or  skirt 
the  area  by  a  mile  and  a  half.  In  other  words,  the  regulations 
already  in  existence,  I  think,  provide  the  necessary  rules  and  regu- 
lations to  protect  those  areas,  and  I  do  not  see  any  need  for 
anymore. 

Mr.  Breaux.  Mr.  Nanz,  any  comment? 

Dr.  Nanz.  No.  I  agree. 

Mr.  Breaux.  Gentlemen,  the  committee  thanks  both  of  you  for 
your  presentations.  I  think  they  have  been  very  helpful  and  very 
constructive  in  suggesting  areas  that  the  committee  should  explore 
further.  I  also  am  pleased  to  hear  your  comments  with  regard  to 
the  changes  in  the  June  sale,  as  opposed  to  the  March  proposed 
schedule. 

Thank  you  very  much;  we  appreciate  your  time  and  effort. 

Mr.  Johnson.  Thank  you. 

[The  following  were  received  for  the  record:] 


358 


359 

Statement  of  J.  P.  Johnson,  Vice  President,  Arco  Oil  &  Gas  Co.,  a  Division 

OF  Atlantic  Richfield  Co. 

Mr.  Chairman,  members  of  the  Committee,  I  am  Jesse  P.  Johnson,  Vice  President 
of  Arco  Oil  and  Gas  Company,  a  division  of  Atlantic  Richfield  Company,  and 
Manager  of  my  Company's  exploration,  development  and  production  activities  in 
South  Alaska,  including  southern  and  western  Alaska  OCS  areas.  It  is  a  pleasure  to 
participate  in  these  hearings  today  to  present  my  Company's  view  of  the  proposed 
OCS  oil  and  gas  lease  sale  schedule. 

One  purpose  of  the  OCS  Lands  Act  Amendments  of  1978  is  to  expedite  exploration 
and  development  of  Outer  Continental  Shelf  areas.  In  his  April  5  energy  message, 
President  Carter  also  emphasized  the  importance  of  increased  production  from  the 
OCS.  We  fully  support  these  goals  and  view  any  effort  to  expedite  OCS  exploration 
and  development  as  essential  to  meeting  our  nation's  energy  needs. 

We  feel  the  lease  sale  schedule,  proposed  by  the  Department  of  the  Interior,  is  a 
good  start.  An  aggressive  lease  sale  schedule  is,  of  course,  where  accelerated  OCS 
exploration  must  start,  and  we  believe  the  newly  proposed  schedule  reflects  the 
importance  of  rapidly  assessing  the  hydrocarbon  potential  of  many  of  the  OCS 
frontier  areas. 

With  this  in  mind,  before  providing  my  comments  on  the  schedule  itself,  I  would 
like  to  touch  briefly  on  a  related  problem  that  is  of  extreme  importance  if  the 
nation  is  to  meet  its  energy  goals.  Simply  stated,  this  is  that  many  of  the  present 
obstacles  to  OCS  exploration  and  development  must  be  eliminated  or  the  schedule, 
as  well  as  other  efforts  to  accelerate  OCS  exploration,  will  have  no  positive  effect.  In 
fact,  they  will  continue  to  have  an  increasingly  adverse  effect  on  the  industry's 
ability  to  expeditiously  explore  and  develop  in  OCS  areas  and  will  certainly  affect 
industry  participation  at  OCS  lease  sales  in  the  long  run. 

What  are  these  obstacles?  To  name  just  a  few,  they  include  such  things  as 
regulatory  action  to  control  air  emissions  from  OCS  related  activities,  environmen- 
talist's opposition  to  energy  development  programs  and  the  absence  of  a  mechanism 
to  resolve  these  issues  in  a  timely  manner,  excessive  and  often  duplicative  permit- 
ting requirements,  the  threat  of  strict  step-by-step  due  diligence  requirements,  state 
antipathy  to  OCS  exploration  such  as  in  California,  problems  encountered  as  a 
result  of  alternative  bidding  systems  used  and  the  term  for  leases  in  remote  and 
difficult  areas.  The  lease  term  is  of  particular  concern  in  Alaska.  While  technology 
is  available  that  can  support  exploration  of  remote  areas,  the  actual  equipment  is 
not  as  readily  available  as  more  conventional  equipment.  This  coupled  with  the 
generally  longer  periods  of  time  needed  to  accomplish  most  any  activity  related  to 
remote  areas  makes  the  typical  five-year  lease  term  inadequate.  We  would  recom- 
mend a  primary  term  of  ten  years. 

In  short,  there  are  many  conflicting  goals,  each  of  which  when  considered  inde- 
pendently is  often  commendable,  but  which  collectively  create  an  enormous  amount 
of  uncertainty  for  a  potential  bidder,  and  create  delays  in  both  exploration  and 
development  activities,  after  a  lease  is  issued.  While  I  realize  the  purpose  of  today's 
hearing  is  not  to  address  such  problems,  they  will  certainly  affect  the  results  that 
such  an  aggressive  lease  sale  schedule  can  produce.  In  this  regard,  we  urge  the 
Committee  to  place  a  high  priority  on  addressing  and  eliminating  such  obstacles. 

I  will  limit  the  remainder  of  my  comments  to  the  lease  sale  schedule  itself  as  it 
pertains  to  Alaska.  In  general,  we  support  the  entire  schedule.  With  regard  to  the 
Alaska  OCS  sales  proposed,  we  are  extremely  pleased  and  commend  the  Secretary 
for  submitting  a  schedule  that  recognizes  the  important  potential  for  oil  and  gas 
accumulations  in  Alaska,  and  particularly  in  the  Bering  Sea. 

The  schedule  proposed  by  the  DOI  in  March  of  this  year,  as  it  pertained  to  the 
Bering  Sea,  included  only  sales  No.  57  covering  the  Norton  Basin  and  a  very 
tentative  Navarin  Basin  sale  possibly  to  take  place  in  1985.  We  felt  strongly  that 
this  schedule  did  not  offer  the  opportunity  of  exploring  for  and  hopefully  developing 
several  of  the  last  truly  large  attractive  sedimentary  basins  in  the  United  States. 
We  thought  this  decision  may  have  been  related  more  to  the  perceived  inability  of 
the  industry  to  explore  such  areas  than  to  what  these  areas  had  to  offer  in  terms  of 
resource  potential.  In  this  regard,  we  believe  it  has  been  clearly  demonstrated  that 
industry  is  capable  of  exploration  and  development  in  these  types  of  geographical 
areas.  For  example,  the  North  Sea  and  Labrador  Sea  both  have  ice,  wind,  wave  and 
water  depth  conditions  more  severe  than  those  found  in  the  Bering  Sea  areas.  As 
previously  stated,  the  technology  is  available.  In  addition,  I  should  point  out  that 
test  wells  have  already  been  drilled  in  the  Kodiak  Shelf  area,  the  St.  George  Basin, 
the  Gulf  of  Alaska,  and  the  Lower  Cook  Inlet;  and  in  the  Upper  Cook  Inlet  State 
waters  production  has  been  underway  for  years,  without  incident. 
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This  latest  proposed  schedule  provides  for  a  much  more  aggressive  program.  It 
includes  sales  No.  70,  the  St.  George  Basin  in  December  1982;  No.  75,  the  North 
Aleutian  Shelf  in  October  1983;  and  No.  83,  the  Navarin  Basin  proposed  for  Decem- 
ber 1984,  as  well  as  the  Norton  Basin  sale  in  September  1982,  which  was  also 
included  on  the  March  1979  proposed  schedule.  Briefly,  I  would  like  to  give  the 
reasons  why  we  feel  the  new  proposed  sale  schedule  is  attractive  to  us  and  why  we 
feel  it  will  be  beneficial  to  the  nation  in  making  areas  with  significant  oil  and  gas 
resource  potential  available  for  exploration  and  development. 

The  Norton  Basin  covers  an  area  of  approximately  20,000  square  miles.  About 
12,500  miles  of  seismic  surveys,  which  are  available  to  any  purchaser,  indicate  that 
the  basin  has  sedimentary  deposits  to  a  depth  of  at  least  18,000  feet  and  that  there 
are  subsurface  structures  well  suited  to  the  trapping  of  hydrocarbons.  A  16,000  foot 
stratigraphic  test  is  scheduled  to  commence  in  this  area  in  the  summer  of  1980, 
with  Arco  operating  for  a  sixteen  company  group  who  have  agreed  to  share  the  $15 
million  cost.  Also,  the  local  population  appears  to  favor  exploration  in  the  area  as 
evidenced  by  the  official  endorsement  of  such  activity  by  the  Common  Council  of 
Nome  on  April  23,  1979.  Support  of  this  type  is  a  definite  plus  for  our  industry's 
ability  to  assess  an  OCS  frontier  area. 

The  St.  George  Basin  covers  approximately  35,000  square  miles  with  sediments 
extending  to  a  depth  of  approximately  30,000  feet.  About  24,000  miles  of  seismic 
surveys  are  available  for  purchase.  These  surveys  indicate  the  basin  has  potential 
hydrocarbon  trapping  features.  A  stratigraphic  test,  which  confirmed  the  presence 
of  sedimentary  rocks,  was  drilled  in  this  area  to  a  depth  of  13,771  feet  in  1975,  by 
Arco,  with  some  twenty  companies  participating  in  total. 

The  North  Aleutian  Shelf  area,  or  what  we  call  the  Bristol  Bay  area,  has  more 
than  20,000  square  miles  in  the  basin  with  seismic  surveys  indicating  at  least  16,000 
feet  of  sediments  before  basement-type  rocks  are  encountered.  There  are  15,000 
miles  of  seismic  surveys  available  that  again  indicate  geologic  features  which  could 
trap  hydrocarbons.  A  number  of  test  wells  have  been  drilled  nearby  onshore  and 
many  field  geological  parties  have  studied  the  sedimentary  rocks  of  the  basin  where 
they  outcrop  onshore.  These  studies  indicate  that  the  offshore  area  has  good  poten- 
tial for  hydrocarbon  accumulation.  Here  again,  public  support  of  exploration  in  the 
area  has  been  indicated  by  at  least  two  different  letters  from  officers  of  the  Bristol 
Bay  Native  Corporation  which  have  been  publicized  by  the  news  media.  We  also,  are 
completely  confident  that  the  Petroleum,  Fishing  and  other  industries  can  thrive 
together  here,  just  as  they  do  in  the  Gulf  of  Mexico. 

While  we  are  encouraged  that  this  North  Aleutian  Shelf  sale  has  been  added  to 
the  schedule,  we  do  regret  that  the  Department  of  the  Interior  has  only  included  a 
limited  area  in  the  southwest  portion  of  the  basin  as  being  in  the  sale  area.  We 
would  suggest  nominations  be  considered  for  the  entire  basin.  The  various  Federal 
and  State  agencies  would  then  have  more  than  three  years  before  the  actual  sale 
date  to  investigate  the  feasibility  of  leasing  the  nominated  tracts. 

The  Navarin  Basin,  which  is  the  most  remote  of  the  basins  in  the  Bering  Sea, 
covers  approximately  30,000  square  miles.  Some  8,000  miles  of  seismic  surveys 
which  are  available  for  purchase  indicate  the  presence  of  about  18,000  feet  of 
sediments.  The  USGS,  as  in  other  basins,  has  done  a  considerable  amount  of 
exploratory  work  in  this  area.  Both  their  work  and  work  done  by  industry  indicate 
the  presence  of  large  structures. 

With  regard  to  this  area,  however,  I  should  also  mention  that  the  general  area 
depicted  as  the  Navarin  Basin  on  the  plat  of  the  Alaska  OCS,  released  with  the 
proposed  lease  sale  schedule,  actually  includes  two  basins;  the  St.  Matthew-Hall 
Basin  in  the  eastern  portion  of  the  area  and  the  Navarin  Basin  in  the  western 
portion.  We  view  the  western  portion,  or  the  Navarin  Basin,  as  having  the  greatest 
potential.  We  believe  the  USGS  shares  this  view  and,  consequently,  would  urge  that 
the  western  portion  be  given  a  higher  proirity  than  the  eastern  portion  for  lease 
sale  purposes. 

The  Bering  Sea  areas  are  not  our  only  areas  of  interest  in  the  Alaska  OCS.  The 
Beaufort  Sea  sale,  which  is  not  a  part  of  the  five-year  sale  schedule,  covers  an  area 
we  feel  is  also  extremely  important  to  assess.  We  would  certainly  urge  that  this  sale 
be  held  as  scheduled,  in  December  of  this  year.  Also,  we  are  pleased  to  see  that  the 
Chukchi  Sea  is  still  included  in  the  five-year  sale  schedule.  This  is  another  large 
potentially  attractive  basin  which  should  be  explored. 

In  summary,  we  believe  the  proposed  OCS  oil  and  gas  lease  sale  schedule  reflects 
a  good  and  necessary  first  step  to  expedite  exploration  of  the  OCS,  particularly  in 
Alaska.  We  believe  the  Committee  should  view  the  schedule  favorably  and  urge  the 
Committee  to  take  action  to  remove  obstacles  that  may  tend  to  lessen  interest  in 
lease  sales  and  slow  exploration  of  areas  after  leases  are  issued. 
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Thank  you  for  the  opportunity  to  provide  Arco  Oil  and  Gas  Company's  views  on 
the  proposed  oil  and  gas  lease  sale  schedule. 

Atlantic  Richfield  Co.  Response  to  the  House  Select  Committee  on  the 

Outer  Continental  Shelf 

questions  from  hearing  on  5-year  ocs  lease  sale  schedule 

Question.  As  you  know,  there  are  other  limitations  to  conducting  an  active  OCS 
program  that  are  beyond  industry's  control  and  that  pertain  to  proposed  regulations 
by  the  various  departments  and  agencies  having  responsibilities  under  Public  Law 
95-372.  I  would  appreciate  your  commenting  on  the  status  of  these  regulations,  and 
would  particularly  like  to  hear  your  comments  as  relates  to  regulations  that  pertain 
to  drilling  permits,  air  quality  standards,  and  Best  Available  and  Safest  Technology. 
(BAST  is  referred  to  in  Section  21(b)  of  OCSLAA.) 

Response.  The  numerous  provisions  of  Public  Law  95-372  will  result  in  additional 
delays  in  OCS  leasing,  exploration  and  production,  but  the  extent  of  such  delays 
cannot  be  measured  until  some  40  new  or  revised  regulations  to  implement  the  Act 
are  in  place.  These  same  regulations  may  also  serve  to  diminish  exploration  and 
production  and  to  discourage  some  companies  from  entering  the  OCS  field. 

The  U.S.  Geological  Survey  (USGS)  has  made  a  sincere  effort  to  develop  these 
regulations,  but  many  of  those  required  have  not  been  promulgated,  e.g.,  the  air 
quality  and  best  available  and  safest  technology  (BAST)  regulations.  In  addition,  the 
USGS  recently  issued  revised  OCS  Orders  1,  2,  3,  4,  5,  7,  8  and  12  but  they  state  that 
these  orders  will  be  further  modified  in  the  future  to  bring  them  into  compliance 
with  Public  Law  95-372.  Thus,  industry  still  does  not  know  what  regulatory  condi- 
tions will  exist  and  can  anticipate  continual  changes  in  the  future. 

Oil  and  gas  exploration  and  production  are  delayed  and  impeded  because  of  the 
large  number  of  regulations  under  numerous  acts,  unnecessarily  burdensome  and 
complex  regulations,  and  major  and  unnecessary  record  keeping  and  reporting 
requirements.  In  addition,  there  is  duplicate  jurisdiction  and  overlapping  authority 
in  the  OCS.  No  one  requirement  may  be  prohibitive,  but  combined  they  can  be  an 
impossible  obstacle. 

For  example,  the  air  quality  regulations  required  under  Public  Law  95-372  have 
been  proposed  and  will  probably  be  finalized  late  this  year.  In  the  real  world,  it  is 
difficult  for  anyone  to  objectively  conjure  up  a  situation  for  emissions  from  explora- 
tory operations,  and  essentially  all  production  operations,  conducted  on  the  OCS 
that  would  have  a  significant  effect  as  to  the  air  quality  of  any  state.  The  industry 
has  recently  provided  the  USGS  with  technical  data  demonstrating  that  OCS  activi- 
ties will  not  have  a  significant  effect.  This  simply  adds  to  the  sheer  mass  of  details 
already  required  by  the  governmental  agencies. 

If  the  applicant  is  successful  in  satisfying  the  USGS  requirements,  other  federal 
agencies  and  state  agencies  must  be  dealt  with.  The  U.S.  Environmental  Protection 
Agency  (EPA)  is  presently  reevaluating  its  OCS  air  quality  role,  but  the  State  of 
California  claims  that  OCS  Activities  will  significantly  affect  the  State's  air  quality. 
The  federal  consistency  provisions  of  the  Coastal  Zone  Management  Act  (CZMA) 
prohibit  a  federal  agency  from  approving  any  permit  until  the  state  has  certified 
that  those  activities  are  consistent  with  the  state's  approved  Coastal  Zone  Manage- 
ment Program. 

Governor  Brown  has  stated  that  California  has  "veto"  power  over  OCS  explora- 
tion, development  and  production  activities.  The  State's  decision  concerning  consist- 
ency may  be  overridden  only  by  the  Secretary  of  Commerce.  However,  in  the  final 
analysis,  under  Section  307(c)(3)(B),  the  coastal  states  and  the  interests  they  are 
directed  to  defend  under  the  CZMA  have  the  stronger  hand  in  determining  whether 
development  will  proceed.  The  federal  government,  having  merely  approved  the 
state  management  program  under  the  CZMA,  is  subject  to  the  State  s  exercise  of  an 
effective  veto  to  power  over  OCS  development. 

Question.  In  addition  to  geologists,  what  is  the  level  of  employment  of  oceanogra- 
phers,  and  environmentalists  in  oil  companies,  what  is  their  function,  and  can  you 
tell  us  the  amount  of  money  expended  by  the  oil  industry  on  in-house  or  contracted 
environmental  studies? 

Response.  Atlantic  Richfield  Company  and  most  major  energy  companies  main- 
tain a  staff  of  environmentalists  spanning  a  variety  of  disciplines,  such  as  fisheries 
biology,  marine  biology,  botany,  chemical  oceanography,  biochemistry,  et  cetera.  In 
addition,  we  have  numerous  others,  for  example,  attorneys  and  engineers,  who 
devote  a  significant  amount  of  their  time  to  environmentally  related  issues. 

Atlantic  Richfield  has  approximately  90  individuals  involved  in  such  matters  and 
we  would  think  other  companies  have  staffs  of  comparable  size.  Only  a  small 
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number  of  these  individuals  would  be  involved  in  actual  studies,  that  is,  involved  in 
the  research  and  assessment  aspects  of  specific  environmental  issues.  They  would 
tend  to  focus  on  the  more  narrowly  defined  problems.  In  general,  their  functions 
would  include  analyzing  environmental  impacts  for  oil  company  activities,  making 
appropriate  recommendations  based  on  their  area  of  expertise,  planning  and  con- 
ducting biological  studies,  discussions  with  governmental  regulatory  agency  person- 
nel on  environmental  impacts,  preparing  and  presenting  testimony  at  adjudicatory 
hearings,  and  working  as  company  liaison  with  environmental  contractors. 

Others,  by  far  the  larger  majority,  would  address  a  much  broader  range  of  issues 
both  geographically  and  functionally.  Their  primary  responsibilities  would  include 
evaluating  operations  to  ensure  compliance  with  environmental  regulations  and 
operating  orders,  making  recommendations  to  management  and  to  the  Government 
concerning  environmental  matters,  and  evaluating  the  impact  of  environmental 
regulations  on  the  industry. 

Most  costs  associated  with  environmentally  related  activities  are  not  presently 
available.  However,  we  feel  the  following  general  information  will  be  helpful  in 
regard  to  this  question.  Atlantic  Richfield  Company  is  or  has  been  a  participant  m 
contract  studies  costing  nearly  $6  million  (excluding  salaries,  overhead,  etc.)  in  1979. 
These  are  coastline  and  offshore  related  studies;  the  type  which  address  specific, 
narrowly  defined  problems  and  issues.  Only  a  small  number  of  our  employees  are 
involved  in  such  studies  and  expenditures  for  the  studies  would  account  for  only  a 
very  small  percentage  of  our  total  costs  related  to  environmental  activities. 

Our  major  environmental  expenditures  are  for  prevention,  mitigation  and/or 
elimination  of  pollution  of  all  types,  resulting  from  or  potentially  resulting  form  our 
operations,  including  equipment,  personnel  and  other  costs  for  such  purposes,  and 
for  salaries,  overhead,  travel  and  other  costs  related  to  personnel  who  address 
regulatory  matters.  We  spent  in  excess  of  $250  million  in  each  of  the  past  two  years 
for  these  purposes  and  we  would  expect  that  industry  expenditures  were  in  the  $2-3 
billion  range  for  each  of  these  years. 

In  essence  the  cost  tending  to  environmental  concerns  of  all  types,  is  enormous; 
and  the  cost  of  specific  in-house  or  contracted  studies  is  only  a  small  fraction  of  the 

total. 

Question.  There  have  been  recent  allegations  by  the  White  House  energy  staff 
that  additional  OCS  drilling  would  not  lead  to  increased  production.  Would  you 
mind  commenting  on  this?  ,  x-,    •  c 

Response.  The  U.S.  Geological  Survey,  in  Circular  725,  "Geological  Estimates  of 
Undiscovered  Recoverable  Oil  and  Gas  Resources  in  the  United  States,"  estimates 
total  offshore  undiscovered  recoverable  resources  to  be  in  the  range  of  10-49  billion 
barrels  of  oil  (statistical  mean,  26  billion  barrels)  and  42-181  trillion  cubic  feet  of 
gas  (statistical  mean,  107  TCF).  Using  statistical  means  to  calculate  percentages, 
this  would  account  for  approximately  32  percent  of  the  undiscovered  recoverable  oil 
and  22  percent  of  the  undiscovered  recoverable  gas  resources  of  the  United  States. 

We  feel  these  numbers  show,  and  we  also  believe,  that  OCS  areas  hold  the  major 
potential  for  future  oil  and  gas  discoveries.  To  confirm  what  is  believed,  it  is 
obviously  necessary  to  undertake  the  drilling  of  these  areas.  We  are  confident  that 
continued  and  persistent  drilling  of  these  areas  will  result  in  substantial  increases 
in  production. 

With  regard  to  the  specific  allegations  of  the  White  House  energy  staff,  we  are 
unaware  of  the  circumstances  surrounding  their  allegations  and  are  unsure  of  the 
hasis  for  their  conclusions.  In  fact,  we  are  unaware  of  anyone  in  industry  or 
Government  who  believes  that  additional  OCS  drilling  will  not  lead  to  increased 
(new)  production. 

In  short,  we  believe  that  OCS  areas  of  the  United  States  have  high  potential  for 
future  oil  and  gas  discoveries,  that  additional  drilling  must  be  undertaken  and  that 
such  drilling  will  lead  to  substantial  increases  in  production. 

Question.  I  also  understand  that  the  Executive  Branch  feels  that  industry  does  not 
have  the  capacity  or  ability  to  handle  deep  water  drilling.  Would  you  comment  on 
this  point?  ^  .    n   ■ 

Response.  The  Executive  Branch  doubts  concerning  industry  s  ability  to  drill  in 
deep  water  probably  stem  from  risks  involved  in  drilling  to  competent  formations 
without  blowout  preventers.  This  is  a  question  that  must  be  answered  and  imposes  a 
major  constraint  on  deep  water  exploratory  activities.  The  industry  will  be  required 
to  pick  well  sites  in  areas  that  are  void  of  hydrocarbons  and  geopressures  down  to  at 
least  the  surface  casing  setting  depth.  Well  design  and  site  selection  will  require  the 
use  of  seismic,  pore  pressure  and  "bright  spot"  predictions  in  order  to  avoid 
blowouts  in  the  conductor  and  surface  holes.  We  conclude  that  present  day  equip- 
ment and  state-of-the  art  methods  will  allow  us  to  do  this  successfully. 
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Also,  for  your  information  we  have  attached  a  copy  of  a  table  showing  drilling 
and  production  limitations  in  various  OCS  areas.  This  table  was  part  of  an  Atlantic 
Richfield  Company  submittal  to  the  DOI  in  response  to  their  request  for  comments 
on  22  OCS  potential  leasing  areas  (43  FR  50055). 

DRILLING  AND  PRODUCTION  LIMITATIONS 

[Water  depths,  feet] 


Exploratory  drilling 


Development  and  production 


OCS  area 


Current 
technology 


Reasonable 
extension 


Current 
techology 


Reasonable 
extension 


Atlantic  Coast; 

North  Atlantic 

Mid  Atlantic 

Souttt  Atlantic 

Blake  Plateau 

Florida  Straits 

Gulf  of  Mexico: 

Eastern  Gulf 

Central  and  Western  Gulf 

Pacific  Coast: 

Soutfiern  California 

Santa  Barbara  Ctiannel 

Central  and  Nortfiern  California.. 

Washington-Oregon 

Alaska: 

Cook  Inlet 

Gulf  of  Alaska 

Kodiak 

Sothern  Aleutian  Shelf 

Bristol  Bay 

St.  George  Basin 

Navarin  Basin 

Norton  Basin 

Hope  Basin 

Kotzebue 

Chukchi  Sea 

Beaufort  Sea 


200 
500 
500 
500 


,500 
000 
500 
200 


1,500 
2,000 
2,000 
2,000 
2,500 

3,000 
3,000 

2,000 
2,500 
2,000 
2,000 


1,000 
1,200 
1,200 
1,200 
1,500 

15,00 
1,500 

1,500 
2,000 
1,200 
1,200 


1,500 
1,500 
1,500 
1,500 
2,000 

2,000 
2,000 

2,000 
2,000 
1,500 
1,500 


600 


1,1 


600 
600 
300 


Sd. 
30 
50 


1,000     1,000  

1,200  900     1,200 

1,000  600      900 

1,200  900     1,200 

All  

1,000      600 

800      600  

400  300 

30 

Sd 

50       30       50 
50       50       50 


Question.  Would  you  tell  this  committee  how  long  it  would  take  from  a  lease 
award  to  production  in  the  various  areas  of  Alaska. 

Would  you  tell  this  committee  how  this  compares  with  the  other,  more  mature 
areas  of  the  U.S.  OCS. 

Response.  A  number  of  factors  will  affect  the  length  of  time  required  before 
exploratory  drilling  could  be  initiated  for  an  area,  and  if  a  discovery  is  made,  before 
production  would  commence.  Some  of  the  factors  are: 

Length  of  drilling  season; 

Water  depths; 

Oceanogranphic,  meteorologic  and  earthquake  conditions; 

Type  of  equipment  needed; 

Availability  of  equipment; 

Remoteness  of  an  area; 

Ice  conditions; 

Environmental  concerns; 

Environmental  challenges;  and 

Permitting  requirements. 

The  factors,  of  course,  are  different  for  the  various  OCS  areas  and  in  effect,  make 
it  impossible  to  predict  precisely  when  certain  events  will  occur.  However,  we 
believe  reasonable  predictions  can  be  made,  within  ranges.  The  attached  "Produc- 
tion Timing"  table  provides  our  overall  estimates  for  the  various  OCS  areas.  This 
table  is  an  excerpt  from  Atlantic  Richfield's  submittal  to  the  DOI  request  for 
comments  on  22  OCS  potential  leasing  areas  (43  FR  50055,  10-26-78). 
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A  discussion  of  the  technological  feasibility  of  exploration  and  development  for 
Alaska  areas,  taking  into  consideration  the  factors  mentioned  above,  is  provided  in 
the  DOI  submittal. 

PRODUCTION  TIMING 


Years 


OCS  area 


Leasing  to  exploratory 
drilling 

Initial  discovery  to 
initial  production  of 

Initial  discovery  to 
peak  production  of 

sale  acreage 

sale  acreage 

0to2 

3  to  4 

7 

Oto2 

3  to  4 

7 

0to2 

3  to  4 

7 

0to2 

4  to  5 

9 

lto2 

3 

7 

Oto  1 

2 

5 

lto2 

3 

7 

Oto  2 

5 

8 

Oto  2 

^ 

8 

Oto  2 

6 

9 

Oto  2 

6 

9 

1 

4 

9 

1  to  2 

6 

11 

1  to2 

5 

11 

2 

5 

11 

2 

6 

11 

2 

6  to  7 

10 

2 

6  to  8 

10  to  12 

2 

6  to  8 

10  to  12 

3 

7  to  8 

11  to  13 

2  to  3 

4  to  6 

8  to  10 

1  to  3 

3  to  5 

7  to  9 

2  to  3 

4  to  5 

8  to  10 

Atlantic  Coast: 

North  Atlantic 

Mid  Atlantic 

Soutti  Atlantic 

Blake  Plateau 

Florida  Straits 

Gulf  of  Mexico: 

Central  and  Western  Gulf 

Eastern  Gulf 

Pacific  Coast: 

Southern  California 

Santa  Barbara  Channel 

Central  and  Northern  California. 

Washington-Oregon 

Alaska: 

Cook  Inlet 

Gulf  of  Alaska 

Kodiak 

Southern  Aleutian  Shelf 

Bristol  Basin 

St.  George  Basin 

Navarin  Basin 

Norton  Basin 

Hope  Basin 

Chukchi  Sea— 0  to  50' 

Beaufort  Sea— 

0  to  30' 

30  to  50' 


Question.  One  of  the  major  concerns  surrounding  oil  and  gas  operations  on  the 
Alaskan  OCS  are  support  facilities  in  or  near  some  of  the  small  villages.  Could  you 
give  this  committee  some  ideas  as  to  your  plans  in  Bristol  Bay,  in  addition  to  telling 
us  how  you  would  plan  to  either  store  or  transport  any  oil  or  gas  produced? 

Response.  If  ARCO  Oil  and  Gas  Company  were  given  the  opportunity  to  explore 
for  oil  and  gas  in  the  Bristol  Bay  Basin,  we  would  most  likely  use  Dutch  Harbor  as 
our  support  base  for  exploration  drilling  activity.  We  have  had  prior  experience 
operating  out  of  Dutch  Harbor,  having  drilled  a  COST  well  in  the  Bering  Sea 
between  St.  George  Island  and  Unimak  Island  in  the  summer  of  1976.  Dutch  Harbor 
was  used  as  our  support  base  during  this  drilling  operation.  We  are  not  aware  of 
any  adverse  impact  on  local  people  as  a  result  of  this  activity.  Also,  there  are  no 
other  ports  on  the  Bering  Sea  with  15'  minimum  water  depths,  heavy  dock  facilities 
and  commercial  air  cargo  facilities.  For  this  reason  we  would  not  use  any  of  the 
small  ports  in  or  near  native  villages. 

Further,  in  reference  to  the  concern  expressed  about  support  facilities  in  or  near 
small  villages,  we  operated  from  the  small  coastal  community  of  Yakutat,  while 
undertaking  exploratory  drilling  in  the  Gulf  of  Alaska  Sale  39  area  during  1976  and 
1977.  In  doing  this,  we  were  successful  in  establishing  a  positive  working  relation- 
ship with  both  the  local  governmental  people  and  the  leaders  of  the  native  corpora- 
tion. We  feel  that  our  impact  on  the  community  of  Yakutat  was  very  positive. 
During  the  period  of  peak  activity,  we  had  24  local  residents  on  our  payroll  which 
represented  over  50  percent  of  our  total  employment  at  the  shore  facility.  Our 
relationship  with  the  Yakutat  community  has  been  carefully  maintained  and  re- 
mains positive.  We  are  confident  that  this  perception  is  not  ours  alone,  but  is  shared 
by  a  substantial  majority  of  the  citizens  of  the  Yakutat  community. 


365 

We  are  presently  planning  to  drill  a  COST  well  in  the  Norton  Sound  during  the 
summer  of  1980.  In  preparation  for  this,  we  have  had  meetings  and  conversations 
with  community  leaders  in  the  city  of  Nome,  including  both  governmental  people 
and  the  native  community.  We  anticipate  that  Nome  will  be  used  as  our  pomt  of 
supply  for  this  drilling  operation.  While  some  concern  has  been  expressed  about  the 
impact  of  our  activities,  there  appears  to  be  a  consensus  that  (as  in  Yakutat)  the 
impact  of  our  operations  will  be  positive  to  the  community.  Jobs  are  not  plentiful  in 
the  Nome  area  and  the  potential  for  employment  appears  to  be  highly  attractive  to 
the  majority  of  residents. 

In  reference  to  the  portion  of  this  Question  that  refers  to  our  plans  for  storage 
and  transport  of  oil  and  gas  that  may  be  produced,  we  have  not  as  yet  made 
feasibility  studies  for  the  storage  and  transportation  of  crude  oil  from  the  Bristol 
Bay  area.  Under  the  current  five-year  schedule  for  lease  sales,  the  timing  of  Bristol 
Bay  sale  activity  is  such  that  it  has  not  been  necessary  to  commerce  this  effort. 
Detailed  transportation  studies  will  be  made  in  conjunction  with  our  preparations 
for  Bristol  Bay  leasing  activity.  . 

In  the  Gulf  of  Alaska  Sale  39  area,  Arco  Oil  and  Gas  Company  participated  in  a 
very  comprehensive  transportation  study  in  anticipation  of  discovering  oil  and  gas 
reserves  under  the  leases  held  by  Arco.  Results  of  these  studies  indicated  that  crude 
oil  and  gas  could  be  brought  ashore  at  Icy  Bay  and  delivered  to  tankers  for 
shipment  to  the  West  Coast  from  that  point.  Our  studies  also  indicated  that  tanker 
operations  could  be  conducted  from  the  north  side  of  Kyak  Island  if  production  were 
found  under  our  leases  on  the  western  side  of  the  sale  area. 

Also  associated  with  the  Gulf  of  Alaska  Sale  39  Area,  Arco  and  Shell  contracted 
with  the  native  corporation  at  Yakutat  for  a  joint  venture  support  facility  that 
would  utilize  77  acres  of  native  land  located  on  the  shoreline  of  Monti  Bay.  This 
facility  was  planned  to  provide  support  for  platform  construction,  development 
drilling  and  oil  production  operations,  given  a  discovery. 

Arco  has  also  been  involved  in  transportation  studies  for  the  Lower  Cook  Inlet 
where  we  are  presently  conducting  exploratory  drilling  operations.  This  study  indi- 
cates that  suitable  sites  for  transportation  and  storage  facilities  could  likely  be 
developed  at  Chinitna  Point  on  the  west  side  of  Cook  Inlet  and  at  Point  Graham  on 

t^nf*  Prist  SluG 

Arco  has  also  participated  in  transportation  studies  associated  with  the  Beaufort 
Sea  Joint  Federal  and  State  Lease  Sale,  scheduled  for  December  of  this  year.  This 
study  found  that  crude  oil  can  be  transported  to  shore  through  submarine  pipelines 
and  taken  to  market  through  the  existing  Trans  Alaska  Pipeline  System. 

At  present,  plans  are  being  made  to  initiate  a  comprehensive  study  of  the  storage 
and  transportation  requirements  for  oil  and  gas  production  that  may  be  discovered 
in  the  Norton  Basin.  We  estimate  that  18  months  will  be  required  to  complete  this 
study  effort. 

Question.  How  does  industry  plan  to  handle  drilling  in  the  various  areas  of  Alaska 
as  relates  to  ice  problems?  I  would  first  like  you  to  explain  how  you  plan  to  handle 
the  pack-ice  situation  that  exists  in  the  Beaufort  Sea,  how  would  you  deal  with  the 
ice  flows  during  break-up  periods,  and  how  do  you  plan  to  handle  conditions  where 
the  ice  is  solid  and  involves  slow  and  steady  movement? 

Response.  Industry's  handling  of  drilling  offshore  Alaska,  with  regard  to  ice 
problems,  would  depend  upon  the  offshore  site  within  a  particular  sale  area  on  the 
Alaska  Continental  Shelf.  Ice  conditions  in  the  different  areas  vary  from  ice  free 
conditions  year  round  to  short  open  water  seasons  with  exposure  to  the  pack-ice  and 
the  completely  frozen  areas.  A  study  of  ice  conditions  (ice  movement,  ice  features, 
etc.)  is  made  for  each  area  prior  to  exploratory  drilling  to  define  the  extent  of  ice 
conditions  and  thus  select  or,  if  needed,  design  the  required  drilling  equipment. 

Industry  has  drilled  from  gravel  islands,  ice  islands  and  the  barrier  islands  during 
the  ice  seasons.  In  the  Canadian  Beaufort  Sea,  drill  ships  have  been  used  in  the 
open  water  season  but  also  have  been  used  in  ice  infested  water  during  the  early 
part  of  freeze  up.  A  semi-submersible  has  been  used  during  the  open  water  season 
in  the  Bering  Sea.  Feasibility  studies  have  been  made  of  mobile  drilling  structures 
such  as  monocones,  bottom  supported  barges,  and  floating  air  cushioned  vehicles  for 
varing  seasons  in  the  Beaufort  Sea.  Ice  conditions  documented  by  several  years  of 
industry  studies  have  been  used  in  the  feasibility  studies  and  are  being  used  in 
further  evaluation  of  such  drilling  systems.  As  industry  moves  into  new  areas,  ice 
conditions  and  new  drilling  concepts  will  be  evaluated  and  recommendations  will  be 
made  for  drilling  systems  that  will  meet  the  structured  needs  for  operations  in  a 
particular  area. 

With  regard  to  the  pack-ice  situation  that  exists  in  the  Beaufort  Sea,  the  sale  area 
under  consideration  is  not  in  the  "pack-ice"  area  of  the  Beaufort  Sea. 
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A  definition  of  pack-ice  is  that  it  is  ice  that  moves  in  a  circular  pattern  in  the 
Arctic  Ocean.  This  ice  is  seaward  of  the  Beaufort  Sea  sale  area.  The  Beaufort  Sea 
sale  area  consists  of  ice  that  is  anchored  to  the  shoreline  of  the  mainland  and  the 
barrier  islands  and  is  called  "shorefast  ice".  Inboard  of  the  barrier  islands,  ice 
movement  is  considerably  less  than  100'  in  a  winter  (December  1  through  May  15) 
and  is  of  a  spasmodic  nature.  The  ice  movement  in  the  deepest  water  portion  of  the 
sale  area  can  amount  to  hundreds  of  feet  per  winter  and  is  also  of  a  spasmodic 
nature.  Four  winters  of  ice  movement  data  from  the  proposed  sale  area  have  been 
gathered  and  studied  through  funding  by  interested  companies.  The  outer  edge  of 
the  sale  area  is  considered  to  be  where  the  effect  of  the  pack-ice  abrading  against 
the  shorefast  ice  causes  the  shorefast  ice  to  buckle  into  the  formation  of  ice  ridges, 
the  bottoms  of  which  are  in  contact  with  the  ocean  floor.  These  grounded  ice  ridges 
serve  to  help  anchor  the  shorefast  ice  and  protect  the  area  from  pack-ice  excursions. 
It  is  these  considerations  that  generated  the  definition  of  the  seaward  edge  of  the 

sale  area.  ,     ,      ■      r,         j     ■ 

The  third  part  of  this  question  asks  how  we  would  deal  with  the  ice  tlows  during 
break-up  periods.  If  portable  drilling  equipment  is  being  used,  the  equipment  would 
be  away  from  the  well  and  in  a  safe  area  when  this  break-up  period  is  predicted  to 

occur.  r  u    1     •    u  •  J 

If  a  gravel  island  (whether  natural,  man-made,  or  a  mixture  of  both)  is  being  used 
as  the  platform  for  the  drilling  rig,  the  island  will  be  able  to  withstand  the  break-up 
phenomena  and  drilling  and/or  production  operations  could  continue.  Industry  has 
sufficient  knowledge  of  the  environment  in  the  proposed  sale  area  to  design  and 
construct  facilities  to  carry  out  safely,  drilling  and  subsequent  operations  (if  oil  and/ 
or  gas  found)  on  a  year-around  basis. 

With  regard  to  the  handling  of  conditions  where  the  ice  is  solid  and  involves  slow 
and  steady  movement,  industry  has  not  witnessed  conditions  in  the  proposed  Beau- 
fort Sea  sale  area  where  such  conditions  exist.  The  ice  conditions  in  the  propsoed 
sale  area  were  discussed  above  in  reference  to  the  pack-ice  situation  in  the  Beaufort 

Sea 

If,  in  some  OCS  area,  this  phenomena  were  to  be  present,  more  would  have  to  be 
known  about  water  depth,  ice  thickness,  extent  of  open  water  season,  etc.,  in  order 
to  deploy  the  proper  array  of  technology  to  carry  out  exploratory  operations,  and  if 
successful  in  finding  oil,  the  developmental  operations.  Considerable  technology 
exists  in  the  conceptual  state  needing  only  refinements  to  carry  forward  into  con- 
struction drawings,  construction,  and  installation.  The  Canadian  Beaufort  Sea, 
where  Dome  Petroleum  is  carrying  out  exploration  activity  in  the  open  water 
season,  is  probably  an  example  of  the  ice  environment  described  in  this  question. 

Question.  What  techniques  have  you  developed  for  oil  spill  cleanup  on  top  of  and 
under  winter  ice  as  well  as  during  breakup? 

Response.  This  question  was  answered  in  considerable  detail  in  the  testimony 
presented  at  the  Beaufort  Sea  DEIS  hearings  in  Fairbanks  and  Point  Barrow  by 
R.  A.  Shafer  and  A.  A.  Allen,  respectively.  Following  is  a  brief  summary  of  their 

testimony.  r  u       i 

Consider  an  oil  spill  occuring  in  winter  (as  in  a  blowout),  such  that  most  of  the  oil 
collects  on  top  of  the  ice.  In  this  case,  since  the  pour  point  of  most  crudes  is  above  0° 
F.,  the  oil  would  solidify  and  could  be  loaded  onto  trucks  with  front-end  loaders  and 
transported  ashore  for  disposal.  If  it  remained  (i.e.,  diesel  or  condensate)  liquid,  it 
could  be  retained  by  snow  berms,  sucked  into  vacuum  trucks,  and  hauled  ashore. 
If  oil  somehow  got  under  the  ice  through  cracks  from  the  ice  surface  or  a  crack  in 
the  sea  floor  around  a  well  bore  in  a  blowout,  much  of  it  still  could  be  recovered.  As 
much  as  20,000  barrels  of  oil  could  be  contained  in  the  natural  cavities  at  the  ice- 
water  interface  within  a  radius  equal  to  200  yards  or  less.  Such  pooling  would 
provide  ample  time  to  move  personnel  and  equipment  to  the  site  and  to  begin 
appropriate  surface  activities.  These  actions  might  involve  (1)  the  drilling  of  holes 
into  ice  concavities  and  the  removal  of  oil  by  pumping,  (2)  the  cutting  of  trenches 
through  the  ice  down-current  of  the  source  to  trap  oil  as  it  migrates  into  the 
trenches,  (3)  the  clearing  of  snow  from  the  ice  surface  in  a  curved  fashion  down- 
current  while  piling  the  snow  along  the  inside  of  the  curve— this  promotes  the 
formation  of  a  subsurface  trap,  since  ice  growth  would  be  enhanced  beneath  the 
cleared  ice  and  retarded  beneath  the  snow  berm,  and/or  (4)  the  construction  of  a 
subsurface  ice  barrier  by  flooding  the  ice  surface  with  seawater,  thus  creating  a 
thickened  ring  of  ice  around  the  spill  site. 

Oil  entrainment  within  the  ice  due  to  continued  ice  growth  could  influence  a 
portion  of  the  spilled  oil.  This  entrainment,  however,  could  take  several  days  de- 
pending upon  the  air  temperature  and  the  volumes  of  oil  pooled  beneath  the  ice. 
Entrainment  can,  in  fact,  be  used  to  advantage  to  prevent  further  migration  within 
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the  water  column  and  to  trap  the  oil  until  it  can  be  dealt  with  at  a  later  time.  It  is 
also  possible  to  physically  remove  portions  of  the  ice  along  with  the  entrained  oil. 

Finally,  at  breakup  of  winter  ice,  any  oil  spilled  into  open  leads  might  be  handled 
by  two  techniques.  One  is  to  use  a  skimmer  especially  designed  for  broken  ice 
conditions.  Such  a  design  is  underway  for  use  by  the  Alaska  Beaufort  Sea  Oil  Spill 
Response  Body  (ABSORB).  Similarly,  the  first  task  of  a  multi-task  project  to  develop 
chemical  dispersants  for  use  in  broken  ice  in  the  Beaufort  Sea  has  been  completed. 
Further  tasks  are  proposed  concerning  dispersed  oil  toxicity,  dispersion  efficiency, 
and  field  tests.  Details  of  these  projects  can  be  obtained  from  Allen  A.  Allen, 
Manager,  Alaska  Beaufort  Sea  Oil  Spill  Response  Body,  Arctic  Spur  Road,  Suite  201, 
Anchorage,  Alaska  99502  (phone  907-349-7313).  Mr.  Allen  is  one  of  the  foremost 
authorities  in  the  world  on  cold  water  oil  spill  cleanup. 

Question.  DOI  has  restrictions  on  drilling  operations  on  land  in  Northern  Alaska 
designed  to  protect  peregrine  falcons  and  caribou  by  limiting  drilling  during  a  6-8 
week  period.  Would  these  same  options  by  applicable  to  OCS  drilling? 

Response.  No,  caribou  and  peregrine  falcons  require  a  terrestrial,  not  an  offshore, 
habitat.  Typically,  peregrines  nest  in  bluffs  and  feed  on  small  land  animals  and 
birds.  Often,  these  areas  are  well  away  from  the  sea  like  the  Franklin  Bluffs  of  the 
North  Slope  which  are  some  miles  inland.  Offshore  air  and  boat  traffic  or  drillings 
operations  should  disturb  neither  the  falcons  nor  the  caribou. 

Almost  all  areas  of  Alaska  have  pristine  air  (PSD  Class  II),  which  will  allow  rapid 
dispersion  of  any  offshore  emissions  from  petroleum  exploration  and  production. 
Furthermore,  the  1977  OCS  Amendments  forbid  issuance  of  USCG  permits  for 
offshore  petroleum  activities  if  onshore  air  quality  is  significantly  impacted.  Clearly, 
this  poses  no  threat  to  onshore  species. 

Finally,  one  might  question  whether  OCS  operations  pose  a  threat  to  the  endan- 
gered bowhead  whale  in  the  Bering  and  Beaufort  seas.  BLM  studies  have  demon- 
strated that  gray  whales,  another  endangered  species,  do  successfully  co-exist  with 
offshore  petroleum  exploration  and  production  in  the  Santa  Barbara  Channel  off 
California.  Similarly,  monitoring  of  Imperial  Oil  Company's  operations  off  the 
McKenzie  Delta  of  Canada  have  shown  that,  in  the  isolated  cases  where  beluga 
whales  are  disturbed,  OCS  operations  can  be  adjusted  to  minimize  or  terminate  the 
disturbance.  This  facet  of  potential  disturbance  in  OCS  operations  is  addressed  in 
the  testimony  of  Messrs.  Mark  Fraker  and  Thomas  Dohl  at  the  DEIS  Hearings  for 
the  Beaufort  Sea  lease  sale  at  Fairbanks  in  May,  1979.  Presumably,  bowhead  whales 
would  react  similarly  to  the  above  species  and  appropriate  monitoring  of  whale 
activity  and  adjustment  of  operations  would  insure  no  harmful  effects  on  the 
bowhead. 

Question.  This  question  does  not  deal  with  the  five-year  program,  but  concerns  the 
upcoming  Federal/State  sale  in  the  Beaufort  Sea.  In  areas  of  similar  environmental 
considerations;  the  Canadian  Government  seems  to  have  found  solutions,  some  of 
which,  if  allowed,  are  contradictory  to  recent  recommendations  by  NOAA  for  activi- 
ties in  the  Alaska  Beaufort  Sea.  Are  you  familiar  with  Canada's  procedures  and 
could  they  be  applicable  to  Alaska? 

Response.  We  are  familiar  with  the  Canadian  operations.  One  company  explores 
by  building  gravel  islands  using  a  dredger  to  mine  gravel  from  beneath  the  sea.  This 
procedure  is  applicable  to  Alaska. 

Another  company  explores  using  drill  ships  in  the  summer  in  significantly  deeper 
waters  than  are  present  in  the  proposed  Beaufort  Sea  sale  area.  This  technique  has 
limited  applications  in  the  deeper  waters  of  the  Beaufort  Sea  sale  area.  The  shallow 
water  in  the  sale  area  is  a  problem,  along  with  the  short  open  water  season.  The 
high  capital  cost  of  this  type  equipment  usable  for  only  two  months  or  so  a  year, 
makes  industry  search  for  more  cost  effective  methods  of  accomplishing  the  same 
objective. 

We  would  also  point  out  that  the  Canadian  drill  ship  activity  is  on  the  fringe  of 
the  moving  pack-ice  which  precludes  wintertime  drilling,  since  exploratory  gravel 
islands  are  not  considered  economic  to  build  due  to  water  depth.  They  have  concep- 
tual plans  on  how  to  produce  oil  and/or  gas  from  a  200'  water  depth  in  this  moving 
ice  environment. 

Question.  As  you  know,  21  tracts  in  the  Baltimore  Canyon  were  pulled  from  the 
sale,  49  because  they  were  in  areas  of  massive  bottom  movement  and  mud  slides. 
Unfortunately,  these  tracts  were  the  most  promising  in  that  sale.  I  am  curious  if 
you  have  any  information  on  these  bottom  conditions  and  if  you  feel  the  problems 
are  such  that  you  cannot  deal  with  them. 

Response.  We  do  not  presently  have  adequate  information  available  to  comment 
on  how  we  would  deal  with  these  conditions.  < 
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Statement  of  Robert  H.  Nanz,  Vice  President,  Shell  Oil  Co. 

My  name  is  Robert  Nanz.  I  am  a  Vice  President  of  Shell  Oil  Co.,  responsible  for 
exploration  and  production  activities  in  Alaska  and  the  Central  and  Western  por- 
tions of  the  Lower  48  States.  I  appreciate  the  opportunity  to  testify  again  before  this 
distinguished  Committee  on  the  vital  subject  of  future  OCS  exploration  and  develop- 
ment. 

To  introduce  my  testimony  I  would  like  to  refer  to  Attachment  1  which  is  a  copy 
of  the  sale  schedule  proposed  by  the  Department  of  Interior.  We  have  highlighted 
the  Alaskan  sales  which  will  be  the  main  topic  of  my  comments.  Let  me  say  first, 
however,  that  we  support  fully  the  proposed  schedule  for  the  Lower  48  OCS. 

DOI   SCHEDULE   IMPROVED 

We  are  encouraged  that  the  latest  proposal  by  DOI  is  an  improvement  over 
earlier  ones  in  that  greater  emphasis  is  placed  on  the  most  promising  frontier  areas 
of  the  Alaskan  OCS.  This  emphasis  was  suggested  by  Industry  in  1977  and  1978  and 
directed  by  the  President's  energy  message  last  April. 

We  have  carefully  analyzed  the  leasing  schedule  for  Alaska  proposed  by  the  DOI 
in  Attachment  1  and  asked  ourselves  the  question— "Is  this  the  best  obtainable  from 
these  lands  in  this  time  frame?"  To  this  question  we  must  answer  emphatically, 
"no".  We  can  do  much  better  than  this. 

OPPORTUNITY   TO    DO    BETTER 

In  our  view,  the  proposed  leasing  program  embodies  unnecessary  delays,  falls 
short  of  its  potential,  and  is  less  than  the  current  critical  situation  demands.  We  are 
convinced  that  the  opportunity  exists  to  find  and  produce  significantly  greater 
volumes  of  oil  from  the  Alsakan  OCS  through  a  concerted,  cooperative  effort  of 
government  and  industry. 

We  are,  therefore,  recommending  the  schedule  shown  in  Attachment  2.  Our 
schedule  moves  forward  in  time  only  those  sales  in  the  most  promising  Alaskan 
OCS  areas  and  then  calls  for  repeated  sales  in  these  areas  on  an  annual  basis,  on 
total  of  26  Alaskan  sales  through  1985.  The  geographic  location  of  the  sale  areas  is 
shown  in  Attachment  3,  together  with  a  comparison  of  our  proposal  to  that  of  the 
DOI  for  the  next  sale  in  each  area. 

MORE   OIL   FROM    ACCELERATED   SCHEDULE 

Now  comes  the  question— "What  good  would  this  acceleration  do?"  We  have 
evaluated  this  by  making  an  estimate  of  the  volumes  of  oil  available  by  the  end  of 
1995  and  the  production  rate  in  1995  from  each  of  the  two  schedules. 

Before  discussing  the  results,  I  should  like  to  mention  that  there  is  general 
agreement  between  the  USGS  and  Shell  on  the  total  volume  of  recoverable  oil  to  be 
discovered  in  the  Alaskan  OCS.  Their  estimate  is  about  17  billion  barrels  and  ours 
is  about  23-25  billion  barrels.  For  our  calculations  we  used  20  billion  barrels.  Also, 
we  are  in  general  agreement  with  the  Department  of  Energy  on  the  nature  and 
duration  of  the  production  cycle  to  be  used  in  these  calculations.  That  is,  the  length 
of  time  from  sale  date  to  first  production,  7  to  10  years  depending  on  the  environ- 
ment, and  the  rates  at  which  the  field  is  produced. 

The  same  basic  data  were  used  for  calculations  of  results  to  be  obtained  with  the 
two  schedules.  Only  the  sale  dates  and  numbers  of  sales  are  different. 

The  results  of  our  calculations,  together  with  additional  notes  on  the  methods  we 
used,  are  shown  in  Attachment  4. 

We  estimate  that  the  execution  of  the  June  1979  DOI  program,  including  the 
Beaufort  sale  scheduled  this  December,  would  result  in  a  production  rate  of  about 
one  million  barrels  of  oil  per  day  in  1995  and  yield  a  cumulative  production  of  about 
two  billion  barrels  of  oil  by  the  end  of  1995. 

We  estimate  that  the  accelerated  program  we  propose  would  result  in  a  produc- 
tion rate  of  about  four  million  barrels  of  oil  per  day  in  1995,  and  yield  a  cumulative 
production  of  four  to  five  billion  barrels  of  oil  by  that  same  year. 

As  shown  in  Attachment  4,  the  estimated  daily  rate  of  production  in  1995  from 
the  accelerated  program  is  four  times  greater  than  that  estimated  for  the  schedule 
proposed  by  DOI,  and  the  total  volume  of  oil  produced  by  1995  on  the  accelerated 
schedule  is  more  than  twice  as  great  as  that  estimated  for  the  DOI  Schedule. 
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POTENTIAL   CONSTRAINTS 

We  have  examined  industry's  manpower  and  equipment  requirements  for  such  an 
accelerated  program  and  find  no  significant  constraints  so  long  as  a  firm  five-year 
schedule  is  announced  and  carried  out.  Only  with  a  firm  schedule  can  industry 
make  the  necessary  commitments  in  a  timely  manner. 

We  estimate  that  the  total  capital  required  to  develop  and  produce  the  volumes  of 
oil  discovered  in  the  next  26  sales,  excluding  exploration,  lease  bonus,  operating, 
transportation  and  overhead  costs,  will  exceed  $60  billion,  in  1979  dollars.  With  the 
appropriate  economic  incentives  and  tax  structure,  we  believe  industry  can  generate 
these  funds.  . 

Critical  to  our  recommendation,  however,  is  a  reduction  in  the  time  allocated  to 
DOI's  lease  sale  preparation  procedures  for  Alaskan  sales,  which  average  some  39 
months  as  now  planned.  This  extended  time  frame  is  not  mandated  by  existing  law. 
We  note  that  under  the  current  plan  this  extended  pre-sale  process  is  not  even 
scheduled  to  start  for  some  sales  until  1981  (Navarin  and  Chukchi). 

We  believe  that  the  DOI  should  begin  immediately  to  prepare  for  sales  in  all  of 
the  areas.  They  should  have  teams  working  in  parallel  on  all  areas,  rather  than  in 
series  as  it  now  appears.  It  is  my  understanding  that  less  than  1 V2  percent  of  the 
entire  Department  of  Interior  personnel  is  assigned  to  this  critical  task  of  preparing 

TOT*    If^^^f^    ^Pi  1  f^S 

If  the  pace  of  the  program  is  dictated  by  DOI  staffing  constraints,  they  should 
obtain  the  necessary  people  to  accelerate  the  program.  In  our  opinion,  this  program 
deserves  the  highest  priority  and  we  hope  this  Committee  will  agree. 

We  believe  industry  is  ready  to  nominate  now  in  all  areas  with  the  possible 
exception  of  the  Navarin  and  Chukchi  areas  where  another  season  of  seismic  work 
is  needed.  Industry  has  been  ready  for  some  time  for  sales  in  many  of  the  areas.  For 
example,  potential  oil  or  gas  fields  were  mapped  in  Bristol  Basin  in  1966,  thirteen 
years  ago.  Also,  tracts  were  nominated  in  St.  George  Basin  in  1976.  We  have 
outlined  in  Attachment  5  suggested  dates  for  the  calls  for  nominations  related  to 
the  accelerated  schedule. 

As  shown  in  this  attachment,  the  accelerated  schedule  allows  more  than  14 
months,  and  an  average  of  28  months,  for  environmental  studies  and  governmental 
procedures  preparatory  to  the  next  sale  in  each  area.  This  would  seem  to  us  to  be 
ample  in  view  of  the  nation's  current  energy  crisis.  Successive  sales  in  the  same 
area  should  require  even  less  time  for  preparation  as  is  now  the  practice  in  the  Gulf 
of  Mexico. 

ALASKA  FRONTIER  EXPLORATION  DELAYED  TO  LONG 

We  have  already  delayed  our  exploration  of  the  frontier  areas  too  long.  If  we  had 
started  this  accelerated  leasing  schedule  in  the  late  60's,  when  industry  was  first 
getting  prepared,  we  might  have  the  additional  four  million  barrels  of  production 
coming  on  right  now,  wiping  out  our  current  shortage  of  gasoline  and  reducing  our 
dependence  on  foreign  supplies  by  a  full  50  percent. 

I  mentioned  in  my  earlier  remarks  that  the  schedule  proposed  by  DOI  last  June  is 
an  improvement  over  their  proposal  in  March.  Actually,  this  June  proposal  is  only  a 
moderate  improvement  over  a  tragically  delayed  program,  wherein  the  timing  of 
Alaskan  OCS  sales  has  continued  to  slip  since  1975  at  an  alarming  rate.  The  total 
slippage  between  the  DOI's  June  1975  schedule  and  their  current  proposal  is  shown 
in  Attachment  6.  The  average  delay  for  these  sales  has  been  four  and  one-half 
years. 

We  urge  that  every  effort  be  made  to  accelerate  the  evaluation  of  Alaskan  OCS 
areas  where  we  expect  that  about  20  billion  barrels  of  oil  will  be  discovered.  This  is 
about  two-thirds  of  our  existing  proven  reserves  of  oil.  Such  a  program  can  be 
carried  out,  in  our  opinion,  without  undue  risk  to  the  environment. 

It  is  of  critical  importance  to  the  nation  to  evaluate  these  potential  energy 
resources  at  the  earliest  possible  time  in  order  to  develop  a  long-term  energy 
program   to   maintain   the  economic   health   and   military  security   of  the   nation. 

I  appreciate  the  opportunity  to  appear  before  this  Committee  and  will  do  my  best 
to  answer  any  questions  you  may  have. 
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I  '  Shell  Oil  Co., 

Washington.  D.C.,  August  21,  1979. 

Hon.  John  Murphy,  ' 

Chairman,  Ad  Hoc  Select  Committee  on  the  Outer  Continental  Shelf,  1334  Longworth 
HOB,  Washington,  DC. 

Dear  Mr.  Chairman:  Per  your  request  of  August  1,  enclosed  are  the  comments  of 

Shell  Oil  Company  in  response  to  your  additional  questions  submitted  to  Dr.  R.  H. 

Nanz,  Vice  President,  Western  Exploration  and  Production,  Shell  Oil  Company. 

If  you  have  any  questions  regarding  the  attached,  please  contact  Art  Smith  or  Jo 

Pease  of  my  staff. 

Sincerely, 

David  B.  Gross. 


Shell  Oil  Co., 
Houston,  Tex.,  August  20,  1979. 

Hon.  John  M.  Murphy, 

Chairman,  Select  Committee  on  Outer  Continental  Shelf,  U.S.  House  of  Representa- 
tives, Washington,  D.C. 

SUPPLEMENTAL   QUESTIONS — AUGUST    1,    1979    HEARING 

We  have  enclosed  our  responses  to  certain  questions  submitted  by  you  and  Con- 
gressman Livingston  following  my  testimony  in  the  August  1  Hearing  on  the  De- 
partment of  the  Interior's  proposed  5-year  OCS  leasing  program.  Please  advise  if  we 
may  be  of  further  assistance. 
Very  truly  yours, 

R.  H.  Nanz. 

Enclosures. 

Questions  From  Chairman  Murphy 

(1)  "On  page  3  you  indicate  that  the  total  capital  required  to  develop  and  produce 
the  oil  discovered  from  the  26  sales  you  propose  in  the  Alaskan  OCS  will  exceed  $60 
billion. 

a.  How  much  capital  would  be  needed  during  this  same  period  for  industry  to 
pursue  the  OCS  leasing  program  off  the  lower  48  states? 

b.  Does  the  oil  industry  have  the  capacity  to  generate  enough  capital  to  devote  to 
such  an  ambitious  OCS  program:  You  say  it's  possible  with  "appropriate  economic 
incentives  and  tax  structure".  Please  elaborate,  for  example,  what  assumptions  are 
you  making  in  terms  of  a  windfall  profits  tax? 

c.  How  does  this  magnitude  of  OCS  investment  compare  to  past  investment  in 
OCS  activities?" 

The  factors  that  affect  the  total  industry  funding  capability  must  be  examined  to 
address  industry's  ability  to  finance  a  strong  OCS  program.  The  actual  total  magni- 
tude of  industry  expenditures  will  depend  upon  cash  availability,  access  to  land,  and 
the  regulatory  and  economic  environment.  As  cash  earnings  have  increased,  par- 
ticularly notable  since  1973,  capital  expenditures  for  oil  and  gas  exploration  and 
development  have  increased  even  faster.  Money  taken  away  by  a  "windfall  profits" 
tax  will  reduce  profitability,  particularly  if  imposed  on  new  and  incremental  recov- 
ery, and  will  reduce  cash  availability  to  the  industry.  Both  of  these  effects  will 
reduce  investments  and  resultant  production  rates.  Therefore,  we  advocate  world 
price  levels  for  all  oil  and  gas  and  no  "windfall  profits"  tax. 

The  total  investment  opportunity  for  the  oil  and  gas  industry  is  large.  In  recent 
(June  11,  1979)  testimony  before  the  Subcommittee  on  Energy  and  Foundations  of 
the  Senate  Finance  Committee,  Charles  Blackburn  of  Shell  Oil,  on  behalf  of  the 
American  Petroleum  Institute,  estimated  the  potential  for  future  discoveries  in  the 
U.S.  to  be  60  billion  barrels  of  crude  oil  and  315  trillion  cubic  feet  of  natural  gas.  He 
also  estimated  enhanced  recovery  potential  to  be  20  billion  barrels  of  crude  oil. 

We  estimate  industry  has  spent  $20  billion  (1979  dollars)  through  1978  in  the  OCS 
(largely  the  Gulf  of  Mexico)  excluding  exploration,  lease  bonus  and  transportation. 
This  is  about  one-third  of  the  estimated  development  cost  of  the  26-sales  schedule 
for  Alaska.  Industry  can  be  expected  to  spend  about  $60  billion  (1979  dollars)  in 
development  costs  during  1979-1995  in  the  Offshore  Lower  48  also  excluding  explo- 
ration, lease  bonus  and  transportation.  Direct  comparison  with  Lower  48  offshore 
costs  is  difficult  because  of  significant  differences  in  transportation  costs.  The  $60 
billion  for  Alaskan  OCS  development  is  expected  to  be  about  10%  of  the  total 
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industry  exploration  and  development  expenditures  during  the  1979-95  period  in 
constant  1979  dollars. 

We  believe  that  the  total  industry  opportunity  must  be  pursued  for  the  national 
good  and  that  the  Alaskan  OCS  must  be  strongly  represented  in  this  program.  This 
would  require  world  prices,  no  windfall  profits  tax,  and  accessibility  to  federal  lands. 

(1)  d.  What  would  the  estimated  manpower  and  equipment  requirements  of  your 
Alaska  proposal  be,  and  can  they  be  met? 

With  respect  to  the  estimated  manpower  required  to  carry  out  the  accelerated 
schedule  to  find  and  produce  20  billion  barrels  of  recoverable  oil,  various  estimates 
indicate  that  some  800  to  1,000  persons  are  employed  directly  per  billion  barrels  of 
oil  discovered  over  the  life  of  a  field.  Thus,  if  all  efforts  to  find  and  develop  the  20 
billion  were  done  simultaneously,  the  estimated  average  total  direct  employment 
would  be  16,000  to  20,000.  This  would  be  the  total  direct  employent  at  any  one  time 
for  exploration,  development,  construction  and  operations.  Using  a  factor  of  1.25  to 
take  into  account  area  size  and  rotation  (construction  crews  typically  work  8-9 
weeks  on  with  one  week  off,  operations  and  administrative  personnel  typically  work 
1  week  on  with  1  week  ofO  on  average  maximum  direct  employment  work  force 
might  be  22,500  (18,000x1.25). 

In  reality  the  22,500  directly  employed  work  force  would  never  be  reached  since 
the  proposed  sale  schedule  for  26  sales  spans  a  six  year  period.  Typically  the 
exploratory  employment  spans  6-7  years  following  the  sale,  peaking  in  the  third  or 
fourth  year.  The  development  employment  spans  the  4th  or  5th  year  thorugh  the 
14th  or  15th  year  and  peaks  in  the  7th  and  8th  year.  The  operations  employment 
spans  the  7th  or  8th  through  the  field  life,  peaking  about  the  13th  and  14th  year. 
The  total  maximum  direct  employment  is  at  its  highest  during  the  9th  through  14th 
year  following  a  lease  sale. 

To  put  these  numbers  in  perspective  the  Trans-Alaska  Oil  Pipeline  Project  added 
roughly  23,000  to  the  Alaskan  work  force  from  1974  through  1977.  The  total  non- 
agricultural  wage  and  salary  employment  in  Alaska  for  the  third  quarter  of  1973  to 
the  third  quarter  of  1976  went  up  nearly  70,000. 

A  significant  portion  of  the  fabrication  and  modularization  of  equipment  would 
not  take  place  in  Alaska. 

With  respect  to  equipment  availability  there  are  some  16  semi-submersible  rigs 
designed  for  the  oceanographic  conditions  of  the  Gulf  of  Alaska  or  Bering  Sea.  The 
current  contract  status  of  these  rigs  indicates  10  rigs  could  be  made  available  for 
the  first  year,  12-15  the  second  and  18-20  the  third.  It  takes  two  years  to  construct 
one  of  these  rigs. 

In  the  Beaufort  Sea  where  drilling  would  typically  be  from  a  gravel  island,  a  land 
type  rig  is  used.  These  can  be  built  in  2  years  or  an  existing  rig  can  be  converted  for 
northern  operations  in  6-8  months. 

Steel  fabrication  capacity  in  the  Pacific  is  about  150,000  tons  per  year  and  is 
expected  to  grow  to  200,000  tons  per  year  by  1980.  Additional  capacity  of  some 
40,000  tons  can  be  added  each  year  if  needed.  Current  capacity  of  the  U.S.  West 
Coast  is  40,000  tons;  the  Gulf  of  Mexico  capacity  exceeds  350,000  tons.  A  typical 
structure  in  the  Gulf  of  Alaska  or  St.  George  Basin  would  require  20,000-50,000  tons 
for  some  300  to  600  feet  water  depth  respectively. 

Derrick,  cargo  barges,  work  boats  and  other  requirements  can  be  constructed 
concurrently  with  platforms  if  sufficient  numbers  are  not  available.  Due  to  the  lead 
time  available  for  pipelines,  terminals,  tankers,  et  cetera,  these  items  can  be  han- 
dled on  a  timely  basis  as  needed. 

(2)  "Regarding  your  proposal  for  26  Alaskan  OCS  sales  through  1985,  how  much 
total  acreage  are  you  talking  about,  and  how  does  this  compare  to  the  acreage 
proposed  by  DOI  for  its  nine  Alaskan  sales?  How  does  your  total  leasing  proposal, 
including  the  Lower  48,  compare  to  the  leasing  program  of  the  last  five  years  in 
terms  of  acreage  that  would  be  offered?" 

Our  proposal  for  the  25  Alaskan  OCS  sales  from  1980  to  1985  is  for  1  million  acres 
per  sale.  The  acreage  offered  in  the  Shell  proposal  along  with  that  associated  with 
the  Department  of  Interior  schedule  is  shown  below: 


55-419   O   -    80   -  pt.2    -   25 
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[In  millions  of  acres] 


Shell  00! 


NO.  ".sales      a^»       NO,  of  sales       ^^^ 


1980 4  4.0  2  1.8 

1981 7  7.0  1  .8 

1982 6  6.0  2  1.6 

1983 5  5.0  2  1.6 

1984 2  2.0  1  1.0 

1985 1  L0_  1 .6 

Total 25.0  7.4 

Our  total  leasing  proposal  including  the  Lower  48  would  call  for  46  sales  with  46 
million  acres  being  offered  in  the  1980  to  1985  period,  or  about  8  million  acres  per 
year.  In  the  last  five  years  (1974  thru  1978)  the  Department  of  the  Interior  has 
offered  for  lease  about  4  million  acres  per  year  at  an  average  size  of  800,000  acres 
per  sale. 

(3)  "How  does  your  accelerated  Alaskan  OCS  proposal  compare  with  the  recently 
touted  $88  billion  synthetic  fuels  proposal,  for  example,  in  terms  of  production, 
environmental  impacts,  and  equipment  and  manpower  requirements?" 

Our  accelerated  OCS  proposal  is  more  efficient  than  the  synthetic  fuels  proposal 
in  the  allocation  of  the  nation's  resources.  The  $60  billion  development  expenditure 
in  the  Alaskan  OCS  is  expected  to  generate  4  million  barrels  per  day  of  production 
by  1995,  which,  excluding  exploration,  transportation,  and  bonus,  yields  a  cost  of 
$15,000  per  barrel  per  day  of  production.  By  contrast,  the  synthetic  fuel  program 
has  an  indicated  cost  of  $35,000  per  B/D  production  since  the  $88  billion  of  invest- 
ment generates  only  2.5  million  barrels  per  day  of  production,  although  it  is  project- 
ed to  reach  this  production  level  in  1990.  In  our  judgment,  the  synthetic  program 
figures  could  be  very  optimistic  in  terms  of  cost  and  timing  because  much  of  the 
technology  is  still  uproven. 

In  terms  of  environmental  impacts,  conventional  oil  and  gas  technology  should 
enable  industry  to  satisfactorily  manage  the  environmental  problems  associated 
with  our  accelerated  OCS  program.  However,  new  technology  may  have  to  be 
developed  to  handle  the  environmental  impacts  of  the  synthetic  fuels  proposal. 

We  are  confident  that  the  equipment  and  manpower  requirements  are  manage- 
able for  our  accelerated  OCS  program.  We  do  not  have  specific  figures  for  the 
synthetic  fuels  proposal,  but  we  believe  that  equipment  and  manpower  require- 
ments are  likely  to  be  a  larger  problem  for  synfuels  than  for  the  OCS.  Particularly, 
synfuels  manpower  demands  at  specific  locations  can  be  expected  to  create  local 
manpower  stresses  which,  in  turn,  could  cause  inflationary  pressures  to  permeate 
the  entire  constuction  industry. 

The  U.S.  does  not  have  the  option  of  choosing  between  accelerated  OCS  develop- 
ment and  synfuels  if  we  are  to  become  more  self-sufficient.  We  believe  that  acceler- 
ated OCS  development  is  easier  to  accomplish  at  an  earlier  date  and  at  lower  cost. 

(4)  "Taking  the  North  Aleutian  Shelf,  or  the  Bristol  Bay  area,  which  is  one  of  the 
most  productive  marine  areas  in  the  world — have  you  considered  the  impacts  on  the 
environment  and  the  fishing  industry  in  proposing  three  sales  in  this  area  in  the 
early  1980's. 

Shell  Oil  Company  has  indeed  considered  the  impacts  of  its  proposed  activities  on 
the  living  resources  of  the  Bering  Sea.  In  addition  to  the  Studies  cited  previously. 
Shell  has  directed  a  significant  effort  toward  the  acquisition  of  a  body  of  fish  and 
wildlife  resource  data  for  those  Outer  Continental  Shelf  areas  where  Company 
operations  are  underway  or  contemplated.  Work  has  been  completed,  and  is  now 
being  updated  and  revised,  for  the  Gulf  of  Mexico  where  petroleum  operations  have 
been  conducted  for  many  years.  Documentation  of  these  resources  also  has  been 
completed  for  the  Georges  Bank  Region,  the  Middle  Atlantic  Bight  and  the  Gulf  of 
Alaska.  A  site  specific  report  also  has  been  prepared  for  the  Kodiak  Shelf  Copies  of 
the  Gulf  of  Alaska  and  Western  Gulf  of  Alaska  (Kodiak  Shelf)  reports  have  been 
widely  distributed.  Shell  biologists  have  worked  closely  with  many  scientists  in 
federal  and  state  agencies,  universities  and  the  private  environmental  sector  to 
acquire  this  information. 

Similar  reports  are  currently  being  prepared  for  the  South  Atlantic  Coast  and  the 
Bering  Sea,  with  a  separate  site-specific  report  for  Norton  Sound.  The  final  assem- 
bly of  data  and  printing  should  be  completed  within  the  next  six  months.  The 
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acquisition  of  data  for  a  combined  Bristol  Bay-St.  George  Basins  report  also  was 
completed  before  the  revised  lease  schedule  was  proposed.  Preparation  of  the  fmal 
document  is  underway. 

The  principal  objective  has  been  to  determine  "what"  species  are  present, 
"where"  they  are  within  these  OCS  regimes,  "when"  they  are  there,  "why"  they  are 
there,  that  is,  breeding,  nesting,  wintering,  migrating,  "how  many"  there  are,  and 
the  constraints  that  exist  with  regard  to  the  population  dynamics  of  those  species 
for  which  data  are  available. 

All  of  this  infomation  is  shared  with  other  petroleum  companies,  and  with  a 
broad  array  of  interests  outside  of  the  industry.  It  is  our  belief  that  this  effort 
constitutes  the  most  significant  endeavor  undertaken  by  any  major  industrial  entity 
to  build  a  data  base  that  will  contribute  toward  a  better  understanding  of  the  living 
resources  with  which  we  will  associate  on  the  Outer  Continental  Shelf.  From  this 
information  it  will  be  possible  to  determine  the  spatial  relationship  between  poten- 
tial OCS  activities  and  the  key  living  resources.  This,  in  turn,  will  set  the  state  for 
determining  some  of  the  operating  procedures  that  will  be  necessary  as  related  to 
aircraft  and  boat  traffic,  product  transportation  systems,  onshore  activities,  etc.  We 
also  expect  to  work  closely  with  the  crab  fleet  so  that  the  movement  of  large 
petroleum  related  equipment  across  the  crab  grounds  will  not  pose  a  threat  to 
crabbing  operations  or  cause  the  loss  of  crabbing  gear. 

Major  fish  and  wildlife  resources  in  the  Bering  Sea  include  fur  and  harbor  seals, 
sea  lions,  whales,  sea  otters,  king  and  tanner  crabs,  halibut,  salmon,  a  huge,  yet 
unexploited  clam  resource,  waterfowl,  and  many  seabird  colonies.  The  industry  has 
many  years  of  OCS  experience  in  areas  occupied  by  some  of  these  phylogenetic 
groups,  with  minimal  or  no  impact.  At  the  same  time,  we  recognize  the  sensitivity 
of  several  of  these  groups  to  pollution  or  human  interference.  These  will  have  to  be 
accommodated  on  a  site-by-site  basis,  and  operating  procedures  developed  according- 
ly- 

Until  it  is  determined  if  oil  is  present  in  the  Bering  Sea  basins  under  considera- 
tion, and  where  in  those  basins  optimum  production  can  be  developed,  it  is  difficult 
to  provide  explicit  comments  about  all  potential  impacts,  and  the  manner  in  which 
they  can  be  mitigated  In  any  event,  general  operating  instructions  can  provide  for 
protection  of  these  creatures  on  a  broad  basis,  with  specific  directives  prepared  for 
definitive  locations. 

Our  biological  scientists  will  continue  to  acquire  Bering  Sea  environmental  data 
as  they  become  available,  not  only  between  now  and  exploratory  drilling,  but  more 
important,  during  any  development  state  that  may  evolve  as  a  result  of  the  discov- 
ery of  gas  and  oil. 

(5)  "Has  Shell  considered  what  the  socio-economic  impacts  of  its  proposal  would  be 
on  the  State  of  Alaska?" 

Socio-economic  impacts  should  be  much  the  same  as  Alaskans  have  experienced  to 
date  with  offshore  operations.  Fifteen  years  of  oil  production  operations  in  the  Cook 
Inlet,  ten  years  in  the  Prudhoe  Bay  area,  the  exploratory  drilling  program  in  the 
Gulf  of  Alaska,  and  the  operation  of  the  Valdez  terminal  have  proved  to  be  both 
environmentally  acceptable  and  economically  beneficial.  Operations  in  other  parts 
of  Alaska  would  be  conducted  similarly  under  existing  laws  and  regulations. 

It  is  expected  that  the  western  and  northern  outer  continental  shelf  areas  would 
witness  the  greatest  exploration  and  development  activity.  Adequate  uninhabited 
shore  lines  are  available  to  make  the  physical  impacts  of  OCS  operations  both 
minimal  and  largely  invisible.  Further,  because  of  the  lack  of  communities  of 
sufficient  size  to  accommodate  any  substantial  influx  of  workers  and  their  families, 
any  such  increase  would  be  expected  to  center  on  the  two  metropolitan  areas 
(Anchorage  and  Fairbanks)  that  have  already  proved  capable  of  handling  such  an 
influx.  We  believe  that  the  Alaska  business  community  would  be  most  eager  to  face 
this  particular  impact. 

The  economic  impact  would  be  beneficial  from  the  standpoints  of  general  busi- 
ness, tax  revenues  to  the  state,  and  both  temporary  and  permanent  employment. 
Development  of  substantial  OCS  production,  because  of  the  10-15  year  time  frame 
involved,  would  only  serve  to  strengthen  Alaska's  economic  base  and  infrastructure 
at  the  very  time  that  state  income  from  North  Slope  production  will  be  declining. 

There  will  be  sufficient  opportunity  to  weigh  all  socio-economic  impacts  in  the 
normal  pre-leasing  procedures  for  the  OCS. 

(6)  "Have  you  consulted  with  representaitves  of  the  State  of  Alaska  regarding 
your  accelerated  proposal,  or  have  you  considered  what  their  reaction  might  be?" 

We  have  not  consulted  with  them  on  this  particular  schedule,  but  it  is  apparent 
that  reactions  vary.  We  would  expect  some  to  favor  the  plan  and  some  to  oppose  it. 
There  will  be  sufficient  opportunity  to  weigh  these  views  in  the  normal  pre-leasing 
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procedures  used  for  the  OCS.  We  would  note,  however,  that  the  native  Bristol  Bay 
Corporation  favors  leasing  in  Bristol  Bay,  and  that  various  government  representa- 
tives, community  leaders,  and  newspaper  articles  have  generally  expressed  approval 
of  the  idea  of  developing  Alaska's  offshore  oil  reserves  at  a  faster  rate. 

(7)  "You  indicate  that  critical  to  your  proposal  is  a  substantial  reduction  in  the 
time  allocated  to  DOI's  lease  sale  preparation  procedures.  Have  you  discussed  with 
DOI  the  feasibility  of  making  such  reductions?" 

Over  the  past  six  years,  we  have  had  extensive  discussions  with  DOI,  DOE, 
Congress  and  others  emphasizing: 

1.  The  urgent  need  to  develop  domestic  energy  resources; 

2.  The  need  to  accelerate  OCS  leasing; 

3.  That  industry  has  the  capability  to  explore  and  produce  in  all  of  the  OCS  areas; 

4.  That  the  OCS  can  be  developed  rapidly  without  undue  harm  to  the  environ- 
ment; and, 

5.  That  the  development  of  special  procedures  attempting  to  insure  fair  value  and 
competition  cause  significant  delays  and  are  unnecessary. 

Attached  is  a  list  of  actions  by  the  witness  along  this  line.  The  list  represents  only 
a  part  of  Shell's  total  effort  on  this  matter. 

Government  Contacts  on  OCS  Matters  by  Witness  (R.  H.  Nanz) 

DEPARTMENT   OF   INTERIOR 

May  1979— Department  Assistant  Secretary,  Policy,  Budget  and  Administration 
(schedule,  capability,  etc.). 

January  1979— Office  of  OCS  Policy  and  Analysis  (schedule,  bid  systems,  etc.). 

December  1979— Letter  to  Director,  Office  of  OCS  Program  Coordinator  (schedule). 

November  1978— Letter  to  Director,  Office  of  OCS  Program  Coordinator  (capabili- 
ty and  province  ranking). 

July  1977— Letter  to  Director,  Office  of  OCS  Program  Coordinator  (capability  and 
province  ranking). 

November  1977— BLM  Hearing  EIS  Sale  No.  40,  Atlantic  City  (schedule,  fair 
value,  capability). 

February  1976— USGS— Reston  (capability,  schedule). 

August  1975— BLM  EIS  Hearing  Sale  No.  39,  Anchorage  (schedule,  etc.). 

May  1975— BLM  EIS  Hearing  Sale  No.  35,  Los  Angeles  (schedule,  fair  value). 

July  1974 — Washington  BLM — hearing  on  data  release. 

June  1974— Washington  BLM— hearing  on  joint  bidding. 

April   1974— Assistant  Secretary,  Energy  and   Minerals  (schedule,   policy,  etc.). 

April  1974— Letter  to  Director,  BLM  (province  ranking). 

DEPARTMENT   OF   ENERGY 

October  1978— Department  Assistant  Secretary,  ONGSR:  Director  LPD  (schedule, 
capability). 

February  1977— Energy  and  Policy  Planning  (schedule,  capability). 

HOUSE   OF   REPRESENTATIVES — OCS   AD   HOC   COMMITTEE    HEARINGS 

August  1979 — Washington  (schedule,  capability). 

December  1978 — Washington  (schedule,  etc.). 

June  1975 — New  Orleans  (schedule,  bid  systems,  etc.). 

OTHER   SIGNIFICANT   DISCUSSIONS   INVOLVING    DOI 

December  1978— Conservation  Liaison  Committee  Meeting,  API/DOI  Conserva- 
tionists (schedule,  policy). 

May  1978— Offshore  Technology  Conference  (schedule,  policy). 

October  1975 — Library  of  Congress — Seminar — Offshore  Oil  and  Gas  Policy. 

April  1975 — University  of  Delaware  Conference  (schedule,  policy). 

August  1974— Stanford  University— Conference  on  Estimation  of  Resources. 

Questions  From  Congressman  Livingston 

(1)  "How  does  industry  plan  to  handle  drilling  in  the  various  areas  of  Alaska  as 
relates  to  ice  problems?  I  would  first  like  you  to  explain  how  you  plan  to  handle  the 
pack-ice  situation  that  exists  in  the  Beaufort  Sea,  how  would  you  deal  with  ice  flovvs 
during  break-up  periods,  and  how  do  you  plan  to  handle  conditions  where  the  ice  is 
solid  and  involves  slow  and  steady  movement?" 
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Properly  designed  manmade  gravel  islands  have  proven  safe  and  reliable  for 
drilling  in  the  Arctic.  To  date,  14  wells  have  been  drilled  offshore  in  the  Alaskan 
Beaufort  Sea,  either  directionally  from  the  mainland  or  a  barrier  island  or  drilled 
from  manmade  ice  or  artificial  islands  in  shallow  water  depths.  Our  proposed  26- 
sale  schedule  does  not  include  any  areas  beyond  this  capability. 

In  the  Canadian  Mackenzie  Bay  area  of  the  Beaufort  Sea,  the  petroleum  industry 
has  drilled  from  16  manmade  islands,  the  water  depth  at  the  drill  sites  ranges  from 
4  feet  to  43  feet.  Esso  Resources  Canada  is  now  building  an  island  in  63  feet  of 
water.  During  drilling,  all  islands  successfully  withstood  waves  and  tides  from 
summer  storms  and  ice  forces  due  to  movement  of  the  surrounding  ice  sheets. 

Aside  from  manmade  gravel  island  technique  for  drilling  in  the  Arctic,  Shell  and 
other  petroleum  companies  are  conducting  research  and  designing  other  type  struc- 
tures that  could  be  more  cost  effective  than  gravel  islands,  particularly  in  the 
deeper  water  portions  of  the  Beaufort  Sea  and  in  the  Chukchi  Sea  and  Bering  Sea. 
In  the  large  ice  movement  areas  of  large  ice  forces  from  thick  sheet  ice  and  ice  floes, 
a  gravity-type  conical  structure  with  sloping  sides  is  feasible.  This  structure  causes 
the  sheet  ice  or  floe  to  ride  up  the  side  of  the  cone  until  the  ice  breaks  in  flexure 
(tension  cracks).  In  some  areas  of  the  Bering  Sea  where  low  strength  ice  is  found, 
tower  type  structures  similar  to  the  proven  upper  Cook  Inlet  ice-resistant  structures 
could  be  used. 

Industry  has  expended  considerable  funds  and  resources  studying  the  oceano- 
graphic  and  ice  forces  to  determine  design  criteria  for  use  in  the  various  Alaskan 
OCS  areas.  A  definite  sale  schedule  would  spur  the  industry's  interest  in  conducting 
any  further  studies  needed  to  determine  extreme  environmental  design  conditions. 

(2)  "What  techniques  have  you  developed  for  oil  spill  clean-up  on  top  of  and  under 
winter  ice  as  well  as  during  break-up?" 

A  number  of  methods  to  minimize  damage  from  an  oil  spill  in  arctic  environ- 
ments have  been  devised  and  are  being  tested  by  U.S.  and  Canadian  programs.  The 
Alaskan  Beaufort  Sea  Oil  Spill  Response  Body  (ABSORB)  was  chartered  in  March, 
1979  and  supported  by  13  oil  companies.  This  organization  plans  to  have  the  neces- 
sary equipment  available  for  response  to  an  oil  spill  in  the  Beaufort  Sea  prior  to 
commencement  of  drilling  operations. 

Two  different  types  of  spills  are  of  concern.  The  first  type  involves  relatively 
small  spillages  of  fuel,  lubricating  oil  and  hydraulic  fluid  that  may  sometimes  occur 
wherever  machinery  is  used.  The  second  type  of  spillage  involves  the  uncontrolled 
release  of  a  larger  quantity  of  oil,  such  as  from  a  well  blowout  or  a  pipeline  leak. 
These  large  spills  are  extremely  rare,  but  industry  is  formulating  a  contingency 
plan  to  cope  with  them.  Each  type  of  spill  is  addressed  separately  below. 

As  secondary  containment,  fuel  tanks  are  surrounded  by  lined  dikes  with  110 
percent  of  tank  capacity.  Impermeable  membranes  of  heavily  reinforced,  cold-resis- 
tant material  are  placed  beneath  the  entire  drilling  rig  and  associated  equipment. 
This  membrane  slopes  toward  the  "cellar,"  a  steel-lined  sump  which  is  sealed  to  the 
well  casing.  Any  oil  spilled  in  the  vicinity  of  the  rig  would  drain  into  the  cellar  from 
which  it  could  be  pumped  and  recovered. 

For  reasons  of  personnel  safety  and  evnironmental  protection  a  blowout  would 
probably  be  ignited  intentionally.  This  would  eliminate  the  hazard  of  performing  all 
subsequent  operations  in  the  area  within  a  flammable,  or  explosive  atmosphere. 
Ignition  of  the  well  would  burn  most  of  the  oil  discharged  into  the  environment. 
The  residue  which  eventually  reached  the  ice  would  be  finely  dispersed  over  a  wide 
area,  mitigating  its  impact  on  wildlife,  and  the  required  cleanup  operations  would 
be  well  within  the  state  of  the  oil  spill  cleanup  capability. 

An  ice  containment  ring  could  be  constructed  around  the  drill  site  by  flooding 
between  two  rows  of  plowed  up  snow.  The  ring  would  extend  not  only  several  feet 
above  the  ice  layer  but  also  below  the  bottom  of  the  ice  and  would  serve  to  contain 
the  affected  area. 

Overflights  of  the  area  would  be  conducted  to  get  an  aerial  perspective  of  the 
distribution  of  the  oil  particles  on  the  ice.  It  is  unlikely  that  any  significant  quan- 
tity of  oil  or  residue  would  find  its  way  beneath  the  ice.  If  it  does,  the  under-ice 
roughness  combined  with  low  current  velocities  would  prevent  it  from  traveling  far. 
Occasional  underwater  surveillance  by  divers  or  remote  controlled  vehicles  may  be 
desirable  to  see  if  any  unsuspected  events  are  occurring. 

If  oil  does  find  its  way  under  the  ice,  oil  recovery  operations  would  include  direct 
pumping  through  holes  in  the  ice  and  the  use  of  rope  skimmers  under  the  ice.  As 
breakup  approaches,  oil  would  tend  to  rise  to  the  surface  through  brine  drainage 
channels  always  present  in  the  ice.  At  this  time,  efforts  can  be  made  to  recover  or 
burn  the  oil.  Results  from  a  Canadian  experimental  spill  indicate  burn  efficiencies 
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of  more  than  80  percent.  Special  incendiary  devices  have  been  developed  to  facili- 
tate the  burning. 

As  breakup  proceeds  the  ice  containment  barrier,  being  more  massive  than  the 
surrounding  ice,  would  be  among  the  last  ice  to  melt  or  move  out,  giving  time  for 
conventional  recovery  operations  within  the  melted  interior  area.  Access  and  logis- 
tics support  to  the  site  during  this  period  could  be  by  helicopter  and  air-cushion 
vehicle. 

During  the  final  stages  of  breakup  and  during  the  summer,  conventional  oil 
containment  boom  and  skimming  equipment  could  be  used.  Recovered  oil  would  be 
transported  ashore  for  disposal  by  incineration,  injection  in  a  disposal  well,  or 
processing  for  flow  through  the  Alyeska  pipeline.  Dispersants  may  also  be  judged 
advantageous  under  some  circumstances.  An  ABSORB  committee  has  examined 
commercial  dispersants  for  use  in  the  Arctic  and  plans  to  conduct  appropriate  field 
tests. 

If  the  pipeline  spill  occurs  during  freeze-up,  it  could  be  detected  and  marked  by 
helicopter.  Mechanical  recovery  probably  would  not  be  attempted  immediately  due 
to  the  thin,  dynamic  ice  conditions,  although  the  use  of  dispersants  or  in-situ 
burning  may  be  feasible.  After  the  ice  becomes  thicker  and  less  dynamic,  the  l"-2" 
oil  ice  layer,  embedded  some  6  "-8"  below  the  ice  surface,  could  be  removed  by 
milling.  Similar  operations  have  been  performed  in  Antarctica  to  smooth  ice  run- 
ways and  also  tested  by  Sun  Oil  in  the  Canadian  Arctic.  It  is  estimated  that  some 
20,000  cubic  yards  of  oiled  ice  chips  would  have  to  be  trucked  back  to  Prudhoe  Bay 
for  temporary  storage  in  waste  oil  pits,  where  it  would  be  stored  until  spring  when 
the  oil  could  be  processed  by  an  oil  mop,  pumped  out  and  incinerated.  The  most 
logical  approach  to  mechanical  recovery  would  be  to  wait  until  spring  when  melt 
pools  form  on  the  ice  surface,  and  burn  the  oil  in-situ  as  it  occurs  on  the  melt  ponds. 
The  residue  could  be  recovered  manually  (with  shovels)  and  hauled  back  to  Prudhoe 
Bay  for  disposal. 

If  the  spill  occurred  under  ice  during  the  winter,  an  immediate  response  would 
involve  an  attempt  at  under-ice  recovery  by  direct  suction  using  divers  or  a  remote- 
controlled  vehicle.  In  addition,  it  would  be  possible  to  drill  holes  in  the  ice  sheet, 
thus,  releasing  entrapped  oil  into  the  hole  where  it  could  be  burned  or  pumped  into 
pillow  tanks  for  onshore  disposal.  This  drilling  operation  would  be  labor  intensive, 
requiring  nearly  500-1000  holes  to  be  drilled.  Alternatively,  it  would  be  possible  to 
wait  until  spring,  when  the  oil  would  rise  naturally  to  the  surface,  and  burn  it  in- 
situ  on  the  melt  ponds. 

The  response  to  an  oil  spill  in  the  Arctic  will  include  spill  movement  prediction, 
surveillance,  containment,  mechanical  recovery,  temporary  storage,  disposal  of  re- 
covered oil,  disposal  of  oil  in-situ,  and  logistics.  Significant  capability  already  exists. 
ABSORB,  AMOP,  (Canada's  Arctic  Marine  Oil  Spill  Program),  and  the  U.S.  govern- 
ment are  studying  improved  methods  of  cleanup. 

(3)  "Would  you  tell  this  committee  how  long  it  would  take  from  a  lease  award  to 
production  in  the  various  areas  of  Alaska?" 

All  areas  about  the  same — 7-10  years. 

(4)  "One  of  the  major  concerns  surrounding  oil  and  gas  operations  on  the  Alaskan 
OCS  are  support  facilities  in  or  near  some  of  the  small  villages.  Could  you  give  this 
committee  some  idea  as  to  your  plans  in  Bristol  Bay,  in  addition  to  telling  us  how 
you  would  plan  to  either  store  or  transport  any  oil  or  gas  produced?" 

Most  of  the  areas  of  interest  in  the  Bristol  Bay  area  are  fairly  close  to  the 
Aleutian  Peninsula.  Self-contained  drilling  and  production  platforms  with  complete 
production  facilities  would  likely  be  installed  in  the  offshore  field.  The  likely  trans- 
portation scheme  would  provide  a  transfer  line  to  a  shore  terminal  on  the  Aleutian 
Peninsula,  preferably  at  a  deepwater  protected  location  such  as  Stepovak  Bay  where 
tankers  could  transship  the  crude  to  the  Lower  48.  Gas  would  be  reinjected  into  the 
producing  reservoir  unless  sufficient  quantities  were  available  to  justify  an  LNG 
plant  which  would  also  be  located  in  a  place  similar  to  the  crude  oil  terminal. 

Shore  bases  for  operations  would  locate  in  harbors  such  as  Icy  Bay  or  Dutch 
Harbor.  Major  equipment  and  supplies  would  probably  be  transshipped  from  ports 
such  as  Seward  or  Kodiak.  Impact  during  the  exploratory  phase  of  operations  would 
be  minor  as  experienced  during  the  drilling  of  a  COST  well  in  St.  George  Basin. 

(5)  "As  you  know,  21  tracts  in  the  Baltimore  Canyon  were  pulled  from  the  sale  49 
because  they  were  in  areas  of  massive  bottom  movement  and  mud  slides.  Unfortu- 
nately, these  tracts  were  the  most  promising  in  that  sale.  I  am  curious  if  you  have 
any  information  on  these  bottom  conditions,  and  if  you  feel  the  problems  are  such 
that  you  could  not  deal  with  them?" 

Shell  Oil  Company's  initial  bottom  stability  evaluation  work  was  based  on  survey 
data  obtained  by  Offshore  Navigation  for  the  U.S.  Geological  Survey.  Our  brief 
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review  of  data  and  Offshore  Navigation's  report,  "High  Resolution  Geophysical/ 
Hazard  Survey,  1979  Outer  Continental  Shelf  Oil  and  Gas  Lease  Sale,  Offshore  the 
Mid  Atlantic  States,"  concluded  that  further  geotechnical  work  would  be  required  to 
assess  the  impact  of  bottom  conditions  on  lease  development  structures.  Thus,  our 
seismic  survey  vessel  M/V  Phaedra  was  on  location  making  bottom  surveys  at  the 
time  that  the  tracts  in  question  were  deleted  from  the  sale.  This  work  was  terminat- 
ed immediately,  so  we  do  not  have  a  substantive  answer  at  this  time.  However,  it 
should  be  noted  that: 

(1)  Current  technology  is  adequate  to  determine  the  various  sea  bottom  hazards 
that  would  be  encountered  in  exploratory  drilling  and  platform  operations. 

(2)  Sea  bottom  movement  and  mud  slide  conditions  are  generally  localized  and  the 
suspected  presence  of  a  slide  area  should  not  necessarily  call  for  permanent  with- 
drawal of  a  tract  from  leasing. 

(3)  Industry  is  aware  of  sea  bottom  hazards  and  considers  them  in  the  evaluation 
of  OCS  tracts.  Since  shallow  hazard  surveys  must  be  run  to  obtain  approval  of  a 
Plan  of  Exploration,  environmental  safeguards  can  be  imposed  at  that  point,  mak- 
ing it  unnecessary  to  remove  tracts  from  the  Sale. 

(6)  "As  you  know,  there  are  other  limitations  to  conducting  an  active  OCS  pro- 
gram that  is  beyond  industries'  control,  and  that  pertains  to  proposed  regulations  by 
the  various  departments  and  agencies  having  responsibilities  under  P.L.  95-372.  I 
would  appreciate  your  commenting  on  the  status  of  these  regulations,  and  would 
particularly  like  to  hear  your  comments  as  relates  to  regulations  that  pertain  to 
drilling  permits,  air  quality  standards,  and  Best  Available  and  Safety  Technology." 

The  Outer  Continental  Shelf  Lands  Act  Amendments  of  1978  (Pub.  L.  95-372) 
required  both  the  Department  of  the  Interior  and  the  Department  of  Energy  to 
promulgate  new  regulations  to  accommodate  changes  in  the  law.  The  customary 
procedure  of  publication  of  proposed  regulations  in  the  Federal  Register,  interested 
party  comment,  and  publication  of  Final  Rules  commenced  in  December  1978,  but  is 
far  from  complete.  We  suggest  that  the  best  source  of  up-to-date  information  on  the 
status  of  this  process  and  estimated  dates  of  completion  is  through  the  Committee's 
direct  contacts  with  the  two  agencies  involved. 

Since  March,  1979,  Shell  Oil  Company  has  commented  seven  times  on  various 
regulatory  proposals  either  individually  or  as  an  oil  industry  association  effort. 
These  rather  extensive  and  detailed  analyses  are  available  for  the  Committee's 
inspection  at  the  Departments  of  Energy  and  the  Interior  as  part  of  the  total  record. 

Responding  to  the  three  specific  items  mentioned  in  the  inquiry,  we  are  attaching 
the  following: 

Letter  of  March  15,  1979,  to  Chief,  Conservation  Division,  USGS,  "Proposed  Rule- 
making (30  CFR  Parts  250  and  252)." 

Statement  of  May  8,  1979,  before  USGS,  "Geological  and  Geophysical  (G&G) 
Explorations  of  the  Outer  Continental  Shelf  (30  CFR  Part  251)  and  Oil,  Gas  and 
Sulfur  Operations  in  the  Outer  Continental  Shelf  (30  CFR  Part  250)." 

Letter  of  July  5,  1979,  to  Chief,  Conservation  Division,  USGS,  "Revisions  to  30 
CFR  Part  250-OCS  Air  Emission  Regulations." 

You  will  observe  that  these  comments  reflect  deep  concerns  over  statutorily 
unauthorized  and  unnecessarily  broad  powers,  timing  and  redundancy  of  reports, 
jurisdictional  conflicts,  and  excessive,  unneeded  regulation.  Our  concluding  com- 
ment on  Best  Available  and  Safest  Technology  in  the  May  8  Statement  is  typical. 
"Shell  believes  that  industry  already  uses  the  best  available  and  safest  technology 
in  its  OCS  operations  and  that  imposition  of  inflexible  or  injudicious  regulations 
mandating  BAST  could  prove  disruptive  to  the  progress  of  oil  and  gas  operations  in 
the  OCS." 

(7)  "The  upcoming  Beaufort  Sea  sale  in  addition  to  the  Federal  sale  scheduled  for 
February  1983  are  extremely  important  sales  for  various  reasons.  However,  these 
areas  are  also  a  technological  test  for  the  industries'  capability  to  handle  unfriendly 
environmental  situations.  I  am  curious  if  you  could  outline  to  this  committee  what 
these  problems  are  and  if  you  feel  you  have  the  capacity  to  handle  them?" 

We  should  like  to  direct  your  attention  to  our  answer  to  Question  1  in  which  we 
have  taken  the  liberty  to  expand  our  answer  to  cover,  in  part  Question  No.  7.  Please 
note  that  the  sales  we  propose  in  the  Beaufort  Sea  cover  water  depths  less  than 
about  60  feet  where  fields  can  be  developed  with  proven  technology  utilizing  gravel 
islands.  Research  and  studies  are  currently  under  way  to  support  development  in 
deeper  water  and  the  "pack  ice"  areas  of  the  Beaufort  Sea. 

(8)  "In  addition  to  geologists,  what  is  the  level  of  employment  of  oceanographers, 
and  environmentalists  in  oil  companies,  what  is  their  function,  and  can  you  tell  us 
the  amount  of  money  expended  by  the  oil  industry  on  in-house  or  contracted 
studies?" 
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The  function  of  company  oceanographers  and  environmentalists  is  to  make,  or 
cause  to  made,  studies  or  research  to  determine  design  or  operating  conditions  in 
areas  in  which  we  operate  or  hope  to  operate.  There  are  over  60  professionals 
working  on  oceanographic  problems  and  65-70  biological  scientists  in  the  employ  of 
the  oil  industry. 

The  annual  funding  level  of  oceanographic  research  and  development  work  by 
industry  is  estimated  to  be  some  $7  million.  Of  this,  approximately  $4  million  is  for 
in-house  efforts,  $1  million  for  research  funded  by  single  companies  and  $2  million 
for  joint  research  projects.  The  petroleum  industry  environmental  expenditures 
reported  to  the  American  Petroluem  Institute  for   1978  were  over  $3.8  million. 

Specific  project  work  and  costs,  where  available,  in  these  two  categories  are 
included  in  the  following  attachments. 

Attachment  I 

OCEANOGRAPHIC   STUDIES 

The  function  or  scope  of  oceanographic  R&D  work  within  the  oil  industry  is  to 
address  problems  in  two  basic  areas:  (1)  What  oceanographic  conditions  should  a 
structure  be  designed  to  withstand?  (2)  What  forces  are  imposed  on  a  structure  by  a 
specified  oceanographic  condition?  Solutions  to  these  problems  involve  a  combina- 
tion of  theoretical  studies  and  measurement  programs.  Theoretical  studies  are  the 
bases  from  which  techniques  are  developed  to  predict  oceanographic  conditions  for 
design  use  and  the  forces  imposed  on  structures.  Measurement  programs  (both  field 
and  laboratory)  furnish  data  useful  in  the  calibration  and/or  verification  of  the 
anal)d;ical  techniques. 

As  seen  by  the  scope  of  work  included  in  the  oceanographic  R&D  function  in  the 
oil  companies  described  above,  solutions  to  problems  in  this  general  area  labeled 
"oceanography"  require  contributions  from  many  fields  other  than  oceanography 
and  include,  for  example,  meteorology,  mathematics,  physics,  and  engineering.  Thus 
the  level  of  employment  of  oceanographers  is  not  a  meaningful  indicator  of  the  level 
of  effort.  Rather,  one  should  deal  with  the  total  number  of  scientists  and  engineers 
working  on  oceanographic  prolems  as  an  indicator  of  the  level  of  effort. 

Within  Shell,  there  is  a  staff  of  approximately  8  professionals  working  directly 
within  the  R&D  scope  defined  above.  These  individuals  are  supported  by  other 
professionals  and  technical  support  staff  as  necessary.  The  annual  funding  required 
in  this  effort  is  roughly  $1  million.  It  should  be  noted  that  this  level  of  effort  does 
not  include  those  involved  in  the  engineering  use  of  the  R&D  effort  in  the  design  of 
offshore  structures.  Further,  it  does  not  include  contracted  research. 

A  similar  in-house  level  of  effort  is  likely  expended  by  several  other  major  oil 
companies.  For  example,  Chevron,  Amoco,  Exxon,  Gulf,  Continental,  and  Mobil  have 
substantial  in-house  efforts.  Smaller  companies  have  lesser  in-house  oceanographic 
R&D  efforts. 

Contracted  studied. — R&D  projects  with  this  general  scope  frequently  involve 
studies  contracted  to  consultants  in  addition  to  in-house  efforts.  Consultants  are 
utilized  from  both  the  private  sector  and  academia.  Contracted  research  includes 
both  theoretical  efforts  and  measurement  programs.  Contracted  studies  include 
those  supported  by  a  single  company  as  well  as  those  supported  by  multiple  com- 
paines. 

With  regard  to  contracted  studies  supported  by  a  single  company,  some  examples 
of  contracted  studies  recently  funded  by  Shell  include  the  following: 

Dollars 

in 

thousands 

Gulf  of  Mexico:  Oceanographic  measurements 400 

Southern  California: 

Oceanographic  studies 100 

Oceanographic  measurements 50 

East  Coast:  Oceanographic  study 60 

Beaufort  Sea:  Oceanographic  study 30 

Theoretical  research 30 

It  is  estimated  that  Shell  expends  an  average  of  approximately  $200m  annually 
concontracted  research. 

Examples  of  contracted  studies  recently  supported  by  multiple  companies  include 
the  following: 
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Dollars 


Gulf  of  Mexico:  thousands 

Oceanographic  measurements 1,750 

Oceanographic  studies 400 

Gulf  of  Alaska: 

Oceanographic  measurements 1,700 

Oceanographic  studies 210 

Lower  Cook  Inlet:  Oceanographic  studies 75 

Bering  Sea: 

Oceanographic  measurements 850 

Oceanographic  studies 200 

East  Coast:  Oceanographic  measurements 300 

Fundamental  theoretical  and  measurement  program 400 

The  above  examples  of  contracted  research  are  some  of  the  major  projects  under- 
taken since  approximately  1970.  Some  of  these  projects  are  ongoing,  whereas  others 
have  been  completed.  These  lists  do  not  include  all  contracted  research  projects.  The 
costs  shown  are  approximate. 

It  is  estimated  that  industry  expends  approximately  $200M  annually  on  contract- 
ed studies  funded  by  multiple  companies. 

Annual  funding  level. — It  is  quite  difficult  to  estimate  an  average  annual  funding 
level  for  research  supported  by  the  oil  industry.  However,  the  remarks  made  above 
seem  to  support  the  following  estimates  for  spending  by  the  entire  industry: 

Dollars 

in 

thousands 

In-house  efforts  (primarily  major  companies) 4,000 

Contract  research  funded  by  single  companies 1,000 

Contract  research  funded  by  multiple  companies 2,000 

Total  annual  industry  R.  &  D.  effort 7,000 

The  above  lists  of  example  oceanographic  projects  funded  by  industry  were  pre- 
sented by  geographical  area,  it  should  be  noted  that  much  of  the  technology  devel- 
oped from  projects  carried  out  in  one  geographical  location  are  often  applicable  to 
other  geographical  areas.  As  an  example,  much  of  the  technology  developed  for 
predicting  hurricane  generated  waves  in  the  Gulf  of  Mexico  has  been  successfully 
applied  in  predicting  waves  generated  by  other  types  of  storms  in  other  areas  (e.g.. 
Gulf  of  Alaska).  This  "transferability"  of  basic  technology  can  minimize  the  need  to 
conduct  similar  projects  in  every  geographical  area. 

Attachment  II 

ENVIRONMENTAL   STUDIES 

The  petroleum  industry  in  the  United  States  employs  appoximately  67  biologists 
in  sciences  that  have  a  direct  application  to  exploration,  production,  transportation 
and  manufacturing  operations.  The  capabilities  of  these  scientists  include: 

Environmental  microbiology.  Toxicology,  including  aquatic. 

Marine  biology.  Terrestrial    wildlife/marine,     mammals, 

and  birds. 

Parasitology.  Agricultural  and  revegetation  research. 

Marine  invertebrates.  Fisheries  and  wildlife  biology  and  man- 

agement. 

Icthyology.  Terrestrial  ecology. 

Marine  sediments — Oceanography  Biological  oceanography. 

Botany.  Medical,  hazardous  wastes. 

Water  Quality — Freshwater  biology.  Biological  oxidation  processes. 

Biochemistry.  Ornithology. 

Zoology,  entomology.  Coral  reef  ecology,  marine  phycology. 

Most  of  these  biologists  are  members  of  the  International  Society  of  Petroleum 
Industry  Biologists  (SPIB).  In  all,  there  are  about  90  members,  including  those  in 
the  U.S.,  Canada,  England  and  France.  This  provides  an  even  greater  depth  of 
expertise  within   the   profession   than   is  apparent  in   the  categories   cited  above. 

Many  of  the  biologists  serve  on  industry  environmental  committees  and  task 
forces. 

Some  of  the  environmental  studies  and  associated  costs  are: 
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Baltimore  Canyon  Drilling  mud  study $500,000 

Gulf  of  Mexico  maximum  mud  discharge  study 600,000 

COST  Well  biological  study,  Norton  Sound,  Alaska  (estimate) 100,000 

Pre-drilling  site  specific  biological  studies.  Gulf  of  Alaska  (approximate- 
ly)   1,000,000 

East  Coast  oil  dispersant  study 200,000 

West  Coast  oil  dispersant  study 250,000 

West  Coast  oil  dispersant  study  (pending) 610,000 

Gulf  of  Mexico  oil  dispersant/estuarine  species  study:  Oil  spill  response 

manual 16,000 

Gulf  Universities  Research  Consortium:  Gulf  of  Mexico  biological  stud- 
ies   2,500,000 

Bering  Sea  Research  Task  Force  (AOGA)  (estimate) 20,000 

Beaufort  Sea  Research  Task  Force  (AOGA)  (estimate) 20,000 

Resource   Assessment   Reports — Georges   Bank,   Mid-Atlantic,   Gulf  of 

Alaska 100,000 

Beta  project  (San  Pedro)  environmental  assessment. 

American  Petroleum  Institute  (API) — Fate  and  effects  of  Oil  Subcommittee: 
Resource  damage  assessment  task  force. 
Drilling  mud  bioresearch  task  force. 
Alaska  Oil  and  Gas  Association  (AOGA): 
Beaufort  Sea  research  task  force. 
Bering  Sea  research  task  force. 
Gulf  of  Alaska   Operator's   Committee — Environment   and    Biology   Committee 
(1971-76). 

Shell  Oil  Company  does  not  have  access  to  all  of  the  information  about  industry- 
sponsored  environmental  research.  However,  the  following  list  will  identify  the 
breadth  of  some  of  the  studies  that  have  been  funded  through  the  American  Petro- 
leum Institute  (API),  and  by  some  companies.  In  a  few  cases  the  approximate  cost  of 
the  study  is  shown.  Industry  biologists  have  been  involved  in  the  planning  and 
monitoring  of  most  of  these  studies. 

Fate  and  effects  of  oil  studies — last  5  years,  approximately  $3.1  million.  Studies 
include: 

Effects  of  oil  spills — phytoplankton; 
Effects  of  oil  spills — marshland; 
Effects  of  oil  spills — marine  birds; 
Effects  of  oil  spills — lobsters; 
Chronic  exposure — natural  seeps; 
Hilda-Hazel  Platforms  marine  life  study; 
Effects  of  oil  and  drilling  mud  on  coral  reefs; 
Effects  of  drilling  mud  on  marine  animals; 
Health  effects — PNA's  in  the  environment;  and 
Health  effects — abnormal  cell  growth  in  clams. 

Beaufort  Sea  drilling  mud  study $600,000 

Cook  Inlet  drilling  mud  study 500,000 

Tanner  Bank  drilling  mud  study 350,000 

Sensitive  area  studies: 

1.  Santa  Barbara  Channel 

2.  Point  Dume  to  Mexican  Border 

3.  Northern  Puget  Sound 

4.  Delaware  River  Estuary  (2  studies)  (estimate) 175,000 

5.  Cook  Inlet,  Alaska 

All  petroleum  industry  environmental  expenditures  reported  to  the  American 
Petroleum  Institute  for  1978  are  (in  millions):  Air,  $1,979;  water,  $968;  land  and 
other,  $875;  total,  $3,818.  This  is  approximately  a  50  percent  increase  over  1977,  and 
six-fold  increase  over  1970  ($639). 
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Comments  to  Congressman  Livingston's  Question  No.  6 

Shell  Oil  Co., 
Houston,  Tex.,  March  15,  1979. 

Subject:  Proposed  Rulemaking  (30  CFR  parts  250  and  252). 

Chief, 

Conservation  Division,  U.S.  Geological  Survey, 

National  Center,  Reston,  Va. 

Dear  Sir:  Shell  Oil  Company  hereby  submits  general  and  specific  comments  on 
the  proposed  revisions  of  30  CFR  250.34  and  252  which  were  published  in  the 
Federal  Register  of  January  17,  1979.  Shell  is  greatly  concerned  about  the  adverse 
impacts  the  captioned  proposed  rulemaking  may  have  on  the  industry's  OCS  oper- 
ations. Shell's  concerns  focus  on  five  general  deficiencies  of  the  regulations  as 
proposed.  They  are: 

Lack  of  protection  for  privileged  and  proprietary  data, 

Statutorily  unauthorized  and  unnecessarily  broad  powers  granted  to  the  supervi- 
sory authority. 

Lack  of  congruity  between  the  proposed  regulations  and  the  provisions  of  the 
CZMA, 

Timing  and  redundancy  of  required  reports,  and 

The  claim  that  the  proposed  rule  is  not  a  "Significant  rule"  and  does  not  require 
regulatory  analysis  under  Executive  Order  12044  and  43  CFR  Part  14. 

Each  of  these  aspects  will  be  discussed  in  general  terms  and,  in  the  attachment, 
will  be  commented  on  specifically  in  the  order  in  which  they  occur  in  the  proposed 
regulations. 

Concern  for  the  preservation  of  confidentiality  and  protection  of  proprietary  data 

Shell  opposes  the  adoption  of  regulations  which  would  make  available  to  the 
public  "(affected  states)"  interpretations  of  geological  and  geophysical  data  includ- 
ing structure  maps  and  schematic  cross-sections  of  productive  formations.  Geological 
and  geophysical  information  is  the  foundation  of  our  operations.  Because  of  its 
immense  importance,  such  information  has  a  great  proprietary  value  which  must  be 
guarded  carefully  and  which  must  be  considered  highly  confidential  and  privileged. 
A  company's  proprietary  interest  in  such  information  and  the  necessity  of  protect- 
ing such  an  interest  has  long  been  recognized.  For  example,  Congress  has  specifical- 
ly recognized  the  importance  by  expressly  exempting  such  information  from  disclo- 
sure under  the  provisions  of  the  Freedom  of  Information  Act.  Also,  the  OCS  Lands 
Act  Amendments  of  1978  attempt  to  provide  adequate  protection  of  the  confidential- 
ity of  privileged  and  proprietary  information  and  data. 

Operators  of  newly  developing  leases  will  already  have  furnished  to  the  states, 
through  the  USGS,  much  of  the  material  included  in  the  Summary  Reports.  Except- 
ed are  proprietary  and  confidential  information  withheld  by  the  USGS  from  the 
states  at  the  operators'  request.  Under  the  provisions  of  existing  30  CFR  252.4,  the 
Director  is  required  to  determine  what  available  data  and  information  are  exempt 
from  disclosure  under  30  CFR  252.6  and  will,  therefore,  be  excluded  from  the 
Summary  Reports.  This  is  acceptable.  However,  in  the  August  24,  1978,  Federal 
Register  a  proposal  for  the  preparation  and  distribution  of  annual  Summary  Re- 
ports was  published  in  which  the  following  procedure  would  be  substituted  for  the 
prior  safeguard.  Geological  and  geophysical  data  would  be  included  "*  *  *  in  aggre- 
gated form  such  as  to  protect  confidential  and  proprietary  information  and  data." 
Oil  and  gas  resources  and  reserve  estimates  would  be  described  by  "*  *  *  approxi- 
mate magnitudes  and  generalized  locations,"  and  the  source  of  information  is  to  be 
given  broadly.  Shell  submits  that  confidential  and  proprietary  information  cannot 
in  some  cases  be  protected  adequately  in  this  manner.  Certain  OCS  tracts  are 
isolated,  and  the  stated  purpose  of  the  Reports  precludes  data  on  such  ventures 
being  generalized  or  aggregated  with  that  of  other  ventures.  In  view  of  this,  the 
USGS  should  provide  that  in  certain  instances  information  as  to  geological  and 
geophysical  data  and  oil  and  gas  resources  and  reserves  will  be  omitted  from  the 
Summary  Reports. 

Shell  also  strongly  objects  to  the  promulgation  of  regulations  which  would  require 
lessees  to  furnish  processed,  interpreted,  or  analyzed  geological  or  geophysical  infor- 
mation. The  processing  of  data  involves  confidential  techniques  frequently  based  on 
an  unproved  theory  or  on  assumptions  by  highly  specialized  individuals.  These 
thought  processes  or  theories  should  not  be  required  to  be  filed  or  disclosed.  Filing 
of  raw  data  only  or  that  which  has  been  refined  by  "commercial  state  of  the  art" 
processing,  interpreting,  or  analyzing  should  be  adequate  for  the  purpose. 
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As  a  matter  of  practicality,  Shell  questions  the  need  of  a  state  to  obtain  any  deep 
geological  and  geophysical  information  since  such  information  is  not  required  for 
planning  purposes. 

Statutorily  unauthorized  and  unecessarily  broad  powers  are  granted 

The  regulations  and  the  Summary  Reports  provided  for  therein  should  conform 
strictly  to  that  required  by  the  OCS  Lands  Act  Amendments  of  1978.  Indeed,  should 
the  Summary  Reports  include  more  than  that  required  by  Public  Law  95-372,  they 
would  violate  the  well  established  principle  of  law  that  rules  and  regulations  cannot 
exceed  the  authority  of  the  Statute  they  were  designed  to  implement.  In  part,  the 
proposed  Summary  Report  regulations  are  simply  not  authorized  by  the  Act,  and 
are,  therefore,  impermissible. 

Another  striking  example  of  regulatory  overreach  is  the  lack,  in  the  proposed 
regulations,  of  exemption  from  the  Development  and  Production  Plan  requirement, 
for  leases  in  the  Gulf  of  Mexico  (except  those  leases  adjacent  to  the  State  of  Florida). 
Section  25  of  the  OCSLAA  and  the  legislative  history  of  the  Act  clearly  reflect  the 
intent  of  Congress  that  such  an  exclusion  must  be  made.  Not  to  do  so  would 
significantly  delay  oil  and  gas  development  activity  in  the  Gulf. 

Lack  of  congruity  with  provisions  of  the  Coastal  Zone  Management  Act  (CZMA) 
Proposed  procedures,  providing  for  interaction  between  the  USGS  Director  and 
the  governor  of  the  affected  state,  are  at  variance  with  CZMA  provisions,  and  will 
cause  confusion  and  delay.  The  regulations  governing  state  and  federal  processing  of 
the  required  "plans"  must  allow  independent  and  concurrent  review  procedures. 

Timing  and  redundancy  of  required  reports 

Much  of  the  information  to  be  contained  in  the  Summary  Reports  is  unnecessary 
since  it  will  already  have  been  provided  to  the  affected  states  under  the  require- 
ments; of  30  CFR  250.34.  The  Summary  Reports,  as  required  by  the  statute's 
language,  will  serve  legitimate  state  planning  purposes  if  they  are  furnished  the 
affected  states  only  after  the  exploration  phase  has  been  completed.  Information  as 
to  oil  and  gas  resource  and  reserve  estimates,  timing  of  development,  and  oil  and 
gas  transportation  strategies,  can  only  be  usefully  determined  after  completion  of 
exploration  activities.  Information  and  data  given  in  advance  of  that  point  in  time 
will  be  highly  speculative.  Obviously,  any  concern  about  onshore  impacts  is  futile  if 
all  the  exploratory  wells  are  dry.  Such  information  could  be  highly  counter-produc- 
tive. For  example,  state  planning  for  additional  roads,  hospitals,  schools,  sewage 
treatment  plants,  and  the  like  could  involve  wasted  effort  and  funds.  Results  to 
date,  compared  to  pre-lease  estimates,  for  the  MAFLA  area  epitomizes  the  futility  of 
planning  for  onshore  impacts  before  the  exploration  phase  has  been  completed. 
Realistically,  much  of  the  effort,  time  and  money  devoted  to  planning  for  onshore 
environmental  and  economic  impacts  of  OCS  exploration  and  development  is  un- 
justified. 

The  proposed  regulations  contain  requirements  which  are  similar  to  existing 
requirements  of  the  Department  of  Interior  and  other  agencies  and  will  result  in 
unnecessary  duplication  of  effort  on  the  part  of  lessees  and  permittees.  In  certain 
instances,  the  regulations  require  a  lessee  to  do  exactly  that  which  it  is  required  to 
do  under  Department  of  Commerce  Coastal  Zone  Management  regulations.  (See  for 
example,  the  requirements  of  15  CFR  930.77  and  930.58.)  Overlapping  requirements 
may  also  be  found  in  existing  national  and  area  OCS  orders  and  NPDES  require- 
ments of  the  EPA  when  they  are  contrasted  with,  for  example,  30  CFR  250.34- 
2(a)(l)(v),  250.34-3(a)(l)(A),  250.34-3(a)(l)(E),  and  250.34-2(a)(vi).  Much  of  the  data  and 
information  required  by  the  instant  regulations  are  also  thoroughly  revealed  in  the 
BLM  EIS  prepared  in  advance  of  each  OCS  lease  sale.  Executive  Order  12044 
provides  in  pertinent  part: 

"Section  1.  Policy.  Regulations  shall  be  as  simple  and  clear  as  possible.  They  shall 
achieve  legislative  goals  effectively  and  efficiently.  They  shall  not  impose  unneces- 
sary burdens  on  the  economy,  on  individuals,  on  public  or  private  organizations,  or 
in  State  and  local  governments." 

Shell  submits  that  the  policy  objective  of  Executive  Order  12044  requires  a  con- 
certed effort  by  the  USGS  to  minimize  the  duplicative  requirements  of  the  instant 
regulations. 

"Significant  Rule" and  regulatory  analysis 

Each  of  the  proposed  sets  of  regulations  contains  the  note  that,  "The  Department 
of  Interior  has  determined  that  this  document  *  *  *  is  ot  a  significant  rule  and  does 
not  require  a  regulatory  analysis  under  Executive  Order  12044  and  43  CFR  Part 
14."  Shell  submits  that  the  proposed  revision  of  30  CFR  250.34  is,  in  fact,  a  "signifi- 
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cant  rule"  under  the  criteria  set  forth  in  43  CFR  Part  14.  One  of  these  criteria  (Part 
14.3)  is  that  a  "significant  rule"  is  one  which  "imposes  major  new  record  keeping  or 
reporting  requirements  on  *  *  *  businesses  *  *  *."  Another  measure  of  a  "signifi- 
cant rule"  is  one  which  would  "have  a  substantial  economic  impact  on  the  entire 
economy  *  *  *  or  on  an  individual  industry."  Both  criteria  are  clearly  applicable 
here. 

Summary 

Shell  has  grave  concerns  regarding  the  inhibiting  affect  that  restrictive,  redun- 
dant, and  confusing  regulations  could  have  on  OCS  oil  and  gas  exploration,  develop- 
ment, and  production  activities.  The  potential  for  unnecessary  exposure  of  highly 
sensitive  and  competitive  geological  and  geophysical  data  is  also  cause  for  concern. 
The  USGS  must  make  every  effort  to  implement  regulations  that  avoid  require- 
ments for  unnecessary  information,  or  duplicate  reporting,  or  that  foster  delay  or 
uncertainty. 

In  addition  to  submitting  comments  on  the  instant  regulations  in  its  own  behalf. 
Shell  strongly  supports  the  comments  submitted  separately  by  the  American  Petro- 
leum Institute. 

Shell  appreciates  the  opportunity  to  respond  to  the  USGS  proposals  implementing 
the  OCS  Lands  Act  Amendments.  If  discussion  of  any  of  the  proposals  is  desired  or 
if  additional  information  is  needed,  Shell  would  be  pleased  to  respond. 
Yours  very  truly, 

C.  L.  Blackburn. 

Attachment. 

Specific  Shell  Comments  on  30  CFR  Parts  250.34  and  252 

Part  250.34~1 — Exploration  plans 

Paragraphs  250.34-l(a)(4)  (i)  and  (ii)  impose  deadlines  for  the  filing  of  exploration 
plans.  Industry  has  taken  the  position  that  by  acquiring  an  OCS  lease,  as  with  any 
other  lease,  it  acquires  the  right  to  drill  or  not  to  drill  during  the  primary  term. 
There  are  sound  practical  and  operations  reasons  for  that  position.  This  provision 
appears  to  be  an  attempt  to  impose  "due  diligence"  on  the  operator  or  leaseholder 
during  the  exploratory  phase.  If  it  is  not,  and  the  Department  of  Interior  is  not 
attempting  to  require  the  lessee  to  conduct  drilling  operations  during  the  primary 
term  if  he  chooses  not  to,  then  the  filing  of  a  plan  of  exploration  pursuant  to  the 
regulatory  requirements  serves  no  function.  Inasmuch  as  there  is  no  statutory 
authority  nor  practical  reason  to  require  the  lessee  to  file  an  exploration  plan  until 
the  lessee  decides  to  undertake  drilling  operations,  the  regulatory  requirements  falls 
outside  of  the  authority  of  the  Deprtment  of  Interior.  This  is  unquestionably  the 
case  for  those  leases  acquired  prior  to  the  Act's  effective  date.  Consequently,  this 
provision  should  be  deleted. 

Paragraph  250.34-l(b)(4)  says  that  if  the  governor  of  a  state  with  an  approved 
CZM  program  determines  that  activities  described  in  an  exploration  plan  will  have 
no  significant  impacts  on  that  state's  coastal  zone,  then  "the  lessee  and  the  Director 
should  be  notified  of  that  determination  at  the  earliest  possible  moment."  This 
provision  apears  to  substitute  an  informal  determination  and  notification  process 
for  what  is  required  under  the  CZMA  "Federal  consistency"  regulations.  If  retained, 
it  should  be  revised  to  reference  the  procedures  set  up  in  15  CFR  Subpart  E — that 
is,  the  governor  should  be  required  to  act  formally,  through  the  designated  state 
CZM  agency,  on  the  lessee's  consistency  certification. 

Under  the  provisions  of  the  CZMA  and  regulations,  the  governor  of  a  state  with 
an  approved  CZM  program  is  not  authorized  to  make  the  determination  contemplat- 
ed by  this  provision.  Approval  of  the  exploration  plan  by  the  Director,  concurrence 
in  the  consistency  certification  by  the  state  agency  charged  with  consistency  certifi- 
cation approval  power,  and  the  timing  of  either  action  will  be  affected  by  a  negative 
or  positive  determination  by  the  governor.  Because  it  is  superfluous,  this  provision 
should  be  deleted. 

Paragraphs  250.34-l(e)(2)  (i)  and  (g)  permit  the  Director  to  grant  "conditional" 
approval  of  exploration  plans.  These  provisions  are  contrary  to  the  Act  and  are 
unnecessary  as  well. 

Section  11  (c)(1)  of  the  Act  does  not  permit  conditional  approval  of  a  plan,  even 
when  an  affected  state  has  not  "signed  off  on  a  consistency  certification;  the 
Secretary  (Director)  must,  under  this  subsection,  approve  a  plan  as  submitted  or 
modified  within  30  days  unless  he  finds  it  nonapprovable  for  reasons  not  related  to 
CZM  consistency. 

Moreover,  such  "conditional  approval"  authority  is  clearly  not  necessary  or  use- 
ful. If  the  Director  approves  a  plan  within  30  days,  as  the  Act  requires,  no  damage 
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is  done  to  the  rights  of  any  State  which  is  considering  a  consistency  certification  for 
a  plan.  This  is  so  because  both  OCSLA  and  CZMA  provide  that  no  Federal  license  or 
permit  to  be  used  under  an  exploration  plan  can  be  issued  until  (1)  the  State  CZM 
agency  concurs  in  the  consistency  certification,  or  (2)  its  concurrence  is  conclusively 
presumed,  or  (3)  the  Secretary  of  Commerce  overrides  an  objection  by  a  state  to 
provide  a  consistency  certification. 

Thus,  we  recommend  that  the  words  "either  finally  or  conditionally"  be  stricken 
from  paragraph  (e)(2)(i). 

We  also  recommend  that  paragraph  (g)  be  deleted  as  impermissive  under  the  Act, 
for  the  reasons  noted  above.  Also,  this  language  is  seriously  flawed  in  that  it  says 
"final  approval"  may  come  only  after  a  state  concurs  with  or  is  conclusively  pre- 
sumed to  concur  with  a  consistency  certification.  This  ignores  the  provision  in  both 
OSCLA  and  CZMA  which  permits  the  Secretary  of  Commerce  to  override  a  state 
agency's  objection  to  a  consistency  certification.  Clearly,  a  plan  may  also  be  ap- 
proved when  this  override  authority  is  exercised. 

We  believe  that  both  CZMA  and  OCSLA  require  approval  of  a  plan  without 
regard  to  the  status  of  its  CZM  consistency  certification;  if  certification  is  not 
achieved,  the  plan  is  not  operable  because  the  required  licenses  and  permits  cannot 
be  issued. 

Paragraph  250.34-l(k)  would  require  the  Director  to  periodically  review  approved 
exploration  plans  and  to  base  his  review  upon  the  significance  of  any  changes  "in 
available  information  and  in  other  onshore  or  offshore  conditions  affected  or  impact- 
ed by  exploration  activities."  Plan  revisions  required  by  such  review  are  to  go 
through  the  same  process  which  applies  to  new  plans. 

We  find  nothing  in  the  Act  which  authorizes  such  a  continuing  review  of  plans 
after  they  have  been  approved,  although  the  Secretary  is,  of  course,  authorized  to 
require  modifications  of  plans  before  they  are  approved. 

If  it  is  felt  that  the  Secretary  has  general  authority  and  responsibility  to  monitor 
operations  under  a  plan,  his  authority  to  require  revisions  of  approved  plans  should 
be  limited  to  those  situations  described  in  Section  5(a)(1). 

Moreover,  we  believe  it  is  inappropriate  to  require  that  changes  in  "onshore" 
conditions  be  considered  here.  It  is  difficult  to  perceive  how  OCS  exploration  activi- 
ties could  have  a  significant  onshore  impact  in  the  first  instance,  much  less  contrib- 
ute to  a  significant  change  in  onshore  impacts. 

Unless  paragraph  (k)  is  deleted  or  modified  lessees  will  be  under  a  cloud  of 
constant  uncertainty  and  will  be  unable  to  conduct  exploratory  activity  efficiently. 

Paragraph  250.34-l(m)  permits  the  Director  to  authorize  or  direct  the  lessee  to 
conduct  geological  or  geophysical  surveys  which  he  feels  may  be  necessary  to 
evaluate  activities  under  an  exploration  plan.  There  is  no  statutory  authority  in 
Section  11  which  permits  him  to  direct  that  such  surveys  be  conducted.  This 
paragraph  also  requires  the  lessee  to  provide  the  Director,  without  cost,  copies  of 
any  data  obtained  as  the  result  of  such  surveys.  This  requirement  conflicts  with 
Section  26(a)(1)(C)  of  the  Act. 

Part  250.3Ji-2 — Development  and  production  plans 

Section  25  of  the  Act  entitled  "Oil  and  Gas  Development  and  Production"  is  the 
enabling  authority  for  Section  250.34-2.  It  is  clear  from  a  review  of  the  provisions 
thereof  that  Congress  did  not  intend  this  section  of  the  Act  to  apply  to  the  mature 
Gulf  of  Mexico  area.  For  example.  Section  25(a)(1)  provides: 

"Prior  to  development  and  production  pursuant  to  an  oil  and  gas  lease  issued 
after  the  date  of  enactment  of  this  section  in  any  area  of  the  Outer  Continental 
Shelf,  other  than  the  Gulf  of  Mexico,  or  issued  or  maintained  prior  to  such  date  of 
enactment  in  any  area  of  the  Outer  Continental  Shelf,  other  than  the  Gulf  of 
Mexico,  with  respect  to  which  no  oil  or  gas  has  been  discovered  in  paying  quantities 
prior  to  such  date  of  enactment,  the  lessee  shall  submit  a  development  and  produc- 
tion plan  (hereinafter  in  this  section  referred  to  as  a  'plan')  to  the  Secretary,  for 
approval  pursuant  to  this  Section." 

Further,  Section  25(1)  of  the  Act  reads  as  follows: 

"(1)  The  Secretary  may  require  the  provisions  of  this  section  to  apply  to  an  oil  and 
gas  lease  issued  or  maintained  under  this  Act,  which  is  located  in  that  area  of  the 
Gulf  of  Mexico  which  is  adjacent  to  the  State  of  Florida,  as  determined  pursuant  to 
Section  4(a)(2)  of  this  Act." 

Since  a  Congressional  grant  of  discretion  was  necessary  to  permit  the  Secretary  to 
apply  Section  25  requirements  to  the  Gulf  of  Mexico  area  adjacent  to  Florida,  it  is 
clear  that  no  such  discretion  exists  with  regard  to  the  remainder  of  the  Gulf. 

Finally,  the  legislative  history  of  the  Act  demonstrates  a  Congressional  intent  to 
exempt  Gulf  of  Mexico  leases  from  the  Production  and  Development  Plan  require- 
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ments  of  Section  25  (except  those  leases  adjacent  to  the  State  of  Florida  as  noted 
above),  as  it  is  stated  in  the  Conference  Report: 

"It  is  hoped  that  the  Secretary  of  Interior  will  apply  existing  law  and  require- 
ments to  tracts  which  have  commenced  development  and  production,  and  to  other 
areas  in  the  Gulf  of  Mexico,  where  development  and  production  activities  have  been 
going  on  for  a  number  of  years,  in  such  a  manner  as  to  limit  bureaucratic  red  tape 
and  otherwise  minimize  delays  in  the  search  for  and  production  of  oil  and  gas. 

"The  requirements  of  this  new  Section  are  specifically  made  inapplicable  to  the 
Gulf  of  Mexico.  (Pages  115-116.1 

As  recognized  by  Congress,  the  Gulf  of  Mexico  generally  is  a  mature  area  and  has 
been  subject  to  exploration,  development  and  production  activities  for  over  30  years. 
Procedures  involving  USGS  requirements  with  respect  to  development  and  produc- 
tion of  leases  which  existed  prior  to  January  1st,  1978,  including  permit  provisions, 
Notice  to  Lessees,  and  other  filings  have  proven  more  than  adequate  to  fully  protect 
the  public  interest  and  the  environment. 

To  endeavor  to  change  this  routine  procedure  utilized  in  the  Gulf  of  Mexico,  and 
which  covers  every  facet  of  development  and  production  operations,  would  be  direct- 
ly contrary  to  the  provisions  of  the  Act  and  Congressional  direction.  It  is  entirely 
feasible  and  appropriate  for  the  USGS  to  continue  supervision  of  these  Gulf  of 
Mexico  leases  without  imposing  on  the  operators  and  the  USGS  the  proposed 
regulations  with  respect  to  development  and  production  plans. 

Paragraph  250.34-2(a)(l)(ii).  Insert  "proposed"  between  "the"  and  "location."  At 
the  time  of  submittal  of  a  development  plan,  final  location  data  is  not  available.  The 
suggested  change  clarifies  the  requirement. 

The  word  "design"  should  be  deleted.  This  requirement  is  not  in  OCSLA,  and 
lessees  will  not  ordinarily  have  access  to  design  information  on  facilities  owned  and 
operated  by  others.  Obtaining  design  information  on  these  facilities  would  be  prema- 
ture and  would  cause  unnecessary  delays. 

Paragraph  250.34-2(a)(l(iii)  is  far  too  specific  in  its  requirements.  While  it  is 
possible  to  predict  tentative  locations  for  each  development  well  at  an  advance 
planning  stage,  it  is  highly  probable  that  these  will  change  as  development  pro- 
ceeds. We  suggest  that  this  language  be  rewritten  so  as  to  read: 

"(iii)  The  approximate  location  and  number  of  development  wells  and  their  tenta- 
tive bottom  hole  locations." 

Paragraph  250.34-2(a)(l)(viii).  Section  25(c)  of  the  OCSLAA  provides  that  the  plan 
shall  set  forth  "in  the  degree  of  detail  established  by  regulations  *  *  *  such  other 
information  as  the  Secretary  may  by  regulation  require."  If  other  relevant  data  and 
information  is  to  be  required,  therefore,  it  should  be  listed  and  described  in  this 
Section  250.34-2(a).  The  open  ended  and  unlimited  authority  implied  by  the  wording 
of  proposed  subparagraph  (viii)  exceeds  the  authority  granted  the  Secretary  in  the 
Act,  and  the  provision  should  therefore  be  deleted. 

Paragraphs  250.34-2(b)  (1)  and  (2)  require  the  lessee  to  provide  the  Director  with 
sufficient  copies  of  the  plan  for  his  distribution  to  the  governors  of  affected  states 
and  to  state  CZM  agencies. 

To  assure  consistency  with  applicable  CZMA  regulations,  language  should  be 
added  here  noting  that  15  CFR  930.76  requires  that  a  consistency  certification  must 
accompany  each  development  and  production  plan  and  that  the  lessee  must  also 
provide  a  copy  of  the  plan  and  the  consistency  certification  to  the  designated  state 
CZM  agency. 

These  paragraphs  as  they  now  read  could  leave  a  lessee  with  the  erroneous 
impression  that  he  has  complied  with  this  part  of  the  CZMA  "Federal  consistency" 
procedures  by  merely  filing  the  required  documents  with  the  Director. 

Paragraph  250.34-2(c)(3)(i)  says  that  if  the  governor  of  a  state  with  an  approved 
CZM  program  determines  that  activities  described  in  a  development  and  production 
plan  will  have  no  significant  impact  on  that  state's  coastal  zone,  then  "the  lessee 
and  the  Director  should  be  notified  of  that  determination  at  the  earliest  possible 
moment." 

This  language  is  dangerous  and  confusing  because  it  appears  to  substitute  an 
informal  determination  and  notification  process  for  what  is  required  under  CZMA 
"Federal  consistency"  regulations.  Under  those  regulations,  no  Federal  license  or 
permit  required  for  a  development  and  production  plan  can  be  issued  until  (1)  the 
designated  state  CZM  agency  has  concurred  in  the  consistency  certification  for  that 
plan,  or  (2)  its  concurrence  has  been  conclusively  presumed  or  (3)  the  Secretary  of 
Commerce  overrides  any  state  agency  objection  to  the  consistency  determination. 

The  central  problem  with  Paragraph  (c)(3)  as  it  now  reads  is  that  a  mere  "notice" 
by  the  governor  that  he  finds  a  development  and  exploration  plan  will  have  no 
significant  impact  on  the  coastal  zone  would  be  meaningless  and  confusing.  The 
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procedures  required  under  15  CFR  Subpart  E  must  also  be  followed,  unless  (c)(3)  is 
to  be  read  as  superseding  those  regulations.  Therefore,  we  recommend  that  Para- 
graph (c)(3)  be  either  deleted  or  be  revised  so  as  to  make  it  conform  with  the  CZMA 
regulations,  specifically  15  CFR  930.79. 

Paragraph  250.34-2(g)(l)(iii)  says  that  in  the  evaluation  of  a  development  and 
production  plan  the  Director  shall  consider  whether  it  is  consistent  with  the  Coastal 
Zone  Management  Act.  We  recommend  that  this  reference  be  deleted  since  the 
authority  to  determine  whether  a  plan  is  consistent  with  that  Act  clearly  rests 
(under  CZMA)  with  the  states  and  the  Secretary  of  Commerce.  This  paragraph  as  it 
now  reads  is  a  source  of  significant  potential  conflict:  Suppose,  for  example,  that  the 
Director  finds  a  plan  is  not  consistent  and  the  state  of  the  Secretary  of  Commerce 
finds  that  it  is?  Who  prevails? 

Paragraph  250.34-2(g)(iii)(A)  is  somewhat  ambiguous  and  should  be  revised  to 
insure  that  the  "conclusive  presumption"  provision  of  CZMA  is  not  overlooked.  This 
could  be  done  by  making  the  first  part  of  the  sentence  read:  "(A)  State  concurrence 
with  the  consistency  certification  has  not  been  received,  or  the  State's  concurrence 
has  not  been  conclusively  presumed  *  *  *." 

Paragraph  250.34-2(i)(2)  provides  that  if  a  plan  is  disapproved  because  a  state 
objects  to  the  consistency  certification,  the  lessee  may  revise  and  resubmit  the  plan 
or  he  may  appeal  to  the  Secretary  of  Commerce  to  override  the  state's  objections. 

This  section  should  instead  reference  15  CFR  930.83,  which  requires  the  lessee  to 
submit  a  new  or  amended  plan  to  the  Secretary  of  Interior  if  the  Secretary  of 
Commerce  does  not  override  the  state's  objections.  Copies  of  the  new  or  amended 
plan,  and  the  consistency  certification,  must  also  be  provided  to  the  state  CZM 
agency.  15  CFR  930.83  is  in  accordance  with  Section  307(c)(3)(B)(ii)  of  CZMA. 

Paragraph  250.34-2(k)(2)  provides  that  when  the  Director  determines  that  a  pro- 
posed revision  to  a  plan  "could  result  in  a  significant  change  in  the  impacts 
identified,"  such  revisions  shall  be  subject  to  the  same  approval  procedures  as  apply 
to  original  plans.  We  believe  this  language  does  not  accurately  conform  to  Section 
25{i)  of  the  Act,  which  says  in  part:  "Any  revision  of  an  approved  plan  which  the 
Secretary  determines  is  significant  *  *  *  "  shall  be  subject  to  the  same  review 
procedures  as  an  original  plan. 

The  intent  here  clearly  is  to  require  the  full-scale  review  and  approval  process 
only  when  significant  revisions  to  the  plan  itself  are  proposed.  Minor  modifications 
(i.e.,  to  adjust  for  technical  or  engineering  needs)  need  not  be  subject  to  the  original 
review  process  and  paragraph  (k)(2)  should  be  rewritten  to  conform  more  closely 
with  Section  25(i). 

Paragraph  250.34-2(1)  provides  that  "whenever  the  lessee  fails  to  submit  a  plan 
*  *  *  the  lease  may  be  cancelled  *  *  *."  This  would  appear  to  be  superfluous 
language  in  view  of  the  provision  in  Section  25(b),  which  says  that  future  leases 
must  require  development  and  production  plans. 

This  paragraph  also  provides  that  when  a  lessee  "fails  to  comply  with  an  ap- 
proved plan  *  *  *  the  lease  may  be  cancelled."  This  language  conflicts  with  15  CFR 
830.86;  this  part  of  the  "Federal  consistency"  regulations  says,  in  summary,  that  the 
Secretary  of  Commerce  is  to  determine  when  a  lessee  has  failed  to  comply  substan- 
tially with  a  plan  and  that  if  he  makes  such  a  finding  the  lessee  shall  submit  a  new 
or  amended  plan  to  the  Secretary  of  Interior.  Pending  approval  of  the  new  or 
amended  plan  under  this  procedure,  the  lessee  is  required  to  comply  with  the 
original  plan  or  with  interim  orders  issued  jointly  by  the  Secretary  of  Commerce 
and  the  USGS. 

All  of  this  raises  the  interesting  possibility  that  a  lessee  accused  of  noncompliance 
might  find  himself  concurrently  defending  against  a  cancellation  attempt  by  the 
Secretary  of  Interior  and  complying  with  the  requirements  of  15  CFR  930.86. 

Paragraph  (m)  should  be  revised  to  reflect  the  conclusive  presumption  and  secre- 
tarial override  provisions  of  CZMA.  This  could  be  done  by  making  the  last  sentence 
read:  "Pursuant  to  Section  307(c)(3)(B)(iii)  of  the  Coastal  Zone  Management  Act  of 
1972,  as  amended,  once  the  affected  state  has  concurred  in  the  consistency  certifica- 
tion for  a  development  and  production  plan,  or  its  concurrence  has  been  conclusive- 
ly presumed,  or  the  Secretary  of  Commerce  has  overridden  any  objection  to  any 
such  consistency  certification,  subsequent  permit  applications  for  activities  de- 
scribed in  detail  in  the  plan  are  not  subject  to  state  consistency  review  under  the 
Coastal  Zone  Management  Act  of  1972,  as  amended  (16  U.S.C.  1456)." 

Paragraph  (n)  authorizes  the  director  to  direct  the  lessee  to  conduct  geological  or 
other  surveys  which  he  determines  to  be  necessary  for  the  evaluation  of  activities  to 
be  carried  out  under  an  approved  plan  and  to  provide  the  Director,  without  costs  to 
him,  of  copies  of  any  data  obtained  by  such  surveys.  Nothing  in  the  OCSLA  permits 
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such  a  requirement.  Moreover,  Section  26  provides  that  lessees  shall  be  compensat- 
ed for  the  cost  of  reproducing  data  requested  by  the  Secretary. 

Part  250.34-3 — Environmental  report 

Paragraph  250.34-3(a)(2).  Delete  this  requirement.  It  is  open  ended  and  unlimited. 
If  other  data  and  information  needs  are  anticipated  they  should  be  spelled  out  in 
this  regulation  to  provide  uniform  application.  This  would  be  in  keeping  with 
wording  in  OCSLA  stating  that  the  USGS  can  indicate  by  regulation  which  informa- 
tion will  be  required  in  exploration  plans  and  plans  of  development  and  production. 

Paragraph  250.34-3(b)(l)(ii).  Add  "if  any"  after  "impacts."  The  requirement  erro- 
neously assumes  that  all  impacts  are  harmful  and  implies  that  all  impacts  should 
be  mitigated.  This  is  not  necessarily  true  and  the  suggested  change  clarifies  the 
requirement.  Delete  the  abbreviation  "etc."  and  insert  complete  listing  of  elements 
to  be  covered.  A  lack  of  specificity  in  these  requirements  will  lead  to  unnecessary 
delays.  Lessee  will  file  reports  which  they  believe  to  be  complete  but  which  will  be 
rejected  until  additional  information,  requested  by  the  USGS,  is  furnished. 

Paragraph  250.34-3(l))(l)(iii).  Delete  this  requirement.  The  plan  submittal  has  been 
prepared  according  to  business  decisions  of  the  lessee  and  should  be  approved  or 
disapproved  on  its  own  merits.  The  proposed  requirement  appears  to  be  based  on 
the  provisions  of  NEPA.  It  should  be  pointed  out  that  this  Act  applies  only  to  major 
Federal  actions  significantly  affecting  the  human  environment  and  should  not  be 
imposed  upon  an  individual  operator  on  the  OCS. 

Paragraph  250.34-3fb)(2).  Delete  this  requirement.  It  is  open  ended  and  unlimited. 
If  other  data  and  information  needs  are  anticipated  they  should  be  spelled  out  in 
the  regulation  to  provide  uniform  application.  This  would  be  in  keeping  with  word- 
ing in  OCSLA  stating  that  the  USGS  can  indicate  by  regulation  which  information 
will  be  required  in  exploration  plans  and  plans  of  development  and  production. 

Part  250.34-3— General 

The  proposed  environmental  report  regulations  contain  requirements  which  are 
similar  to  existing  requirements  of  the  Department  of  Interior  and  other  agencies 
and  will  result  in  unnecessary  duplication  of  effort  on  the  part  of  lessees  and 
permittees. 

Much  of  the  data  and  information  required  by  these  proposed  regulations  is 
thoroughly  revealed  in  the  BLM  EIS  prepared  in  advance  of  each  OCS  lease  sale. 

Also,  it  should  be  noted  that  the  USGS  funded  a  study  by  the  New  England  River 
Basin  Commission,  the  object  of  which  was  to  develop  a  model  by  which  onshore 
impacts  could  be  determined  by  the  various  states.  Facility  sizing,  land,  labor  and 
energy  requirements  were  covered  in  detail  for  various  areawide  scenarios.  The  data 
submitted  on  individual  tracts  in  compliance  with  certain  of  these  regulations  and 
which  could  not  be  obtained  by  employing  the  NERBC  model  would  be  of  minimal 
value. 

The  environmental  report  regulations  should  be  deleted. 

30   CFR    252 — OCS   INFORMATION    PROGRAM 

Part  252.3 — Oil  and  gas  data  and  information  to  be  provided  for  use  in  the  OCS  oil 
and  gas  information  program 

Paragraph  252.3(b)(3)  should  specifically  provide  that  the  bona  fide  processing 
work  of  the  lessee  or  permittee  take  precedence  over  that  requested  by  the  Director. 

In  most  cases,  the  30-day  requirement  would  be  virtually  impossible  to  meet  since 
it  fails  to  take  into  account  the  very  nature  of  some  specialized  processing  which 
can  require  as  long  as  a  year  to  complete.  Further,  it  is  not  uncommon  for  data 
processing  facilities  to  have  45-  to  60-day  backlogs  of  work.  This  requirement  could 
place  a  totally  unreasonable  burden  on  the  geophysical  department  of  an  oil  compa- 
ny whose  total  manpower  and  resources  were  committed  at  that  time  to  preparing 
for  a  lease  sale. 

Paragraph  252.3(c)  should  be  revised  so  as  to  limit  its  application  to  data  and 
information  on  hand  at  the  time  the  Director  requests  it — that  is  lessees  and 
permittees  should  not  be  required  to  develop  new  data  and  information  within  the 
30-day  time  limit.  Also,  only  working  days  should  be  counted.  Thus,  we  propose  that 
paragraph  (c)  be  revised  to  read  as  follows: 

"(c)  Data  or  information  in  the  possession  of  the  lessee  or  permitteee  which  is 
requested  by  the  Director  shall  be  provided  as  soon  as  practicable,  but  not  later 
than  30  working  days  following  receipt  of  the  Director's  request." 
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Paragraph  2524  summary  report  to  affected  states 

Paragraph  252.4(a)  does  not  accurately  reflect  the  provisions  of  Section  26  of  the 
amended  OCS  Lands  Act  regarding  the  data  and  information  which  must  be  submit- 
ted to  affected  states. 

For  example,  Section  26(b)(2)  of  the  Act  says  that  the  summary  of  data  shall  be 
designed  to  assist  the  states  "in  planning  for  the  onshore  impacts  of  possible  oil  and 
gas  development."  Paragraph  (a)  of  the  propsoed  regulations  says,  however,  that  the 
information  in  the  Summary  Report  shall  be  designed  to  assist  "in  planning  for  the 
nearshore  and  onshore  impacts  *  *  *."  We  believe  that  the  statute  permits  the  use 
of  only  the  word  "onshore"  and  that,  therefore,  "nearshore"  must  be  stricken  in 
Paragraph  (a)  and  (a)(4). 

Paragraph  252.4(a)  also  provides  that  the  Director  shall  consult  with  "affected 
states  and  other  interested  parties  to  define  the  nature,  scope,  content  and  timing  of 
the  Summary  Report."  We  believe  that  permittees  and  lessees  should  be  specifically 
included  in  this  consultation  process.  This  can  be  done  by  inserting,  after  the  word 
"parties"  in  the  above  phrase,  the  words  "including  permittees  and  lessees." 

Paragraph  252.4(a)  should  also  be  expanded  to  implement  the  language  in  Section 
26(d)(l)(B)(ii)  which  permits  the  Secretary  to  withold  data  which,  if  disclosed,  would 
unduly  damage  the  competitive  position  of  the  lessee  or  permittee  who  provided  the 
Secretary  with  such  information.  This  can  be  done  by  revising  the  penultimate 
sentence  in  Paragraph  (a)  to  read  as  follows: 

"The  Summary  Report  shall  not  contain  data  or  information  which  the  Director 
determines  is  exempt  from  disclosure  in  accordance  with  §  252.6  of  this  Part  nor  any 
data  which,  as  determined  by  the  Secretary,  would,  if  disclosed,  unduly  damage  the 
competitive  position  of  the  lessee  or  permittee  who  provided  the  Secretary  with  the 
information  which  the  Secretary  had  processed,  analyzed  or  interpreted." 

Part  252.5 — Information  to  be  made  avaiable  to  affected  States 

This  section  should  also  be  revised  to  conform  with  the  provisions  of  Section 
26(d)(l)(B)(ii).  (See  comments  on  Paragraph  (a)  above.)  This  can  be  done  by  revising 
the  final  sentence  to  read  as  follows: 

"The  Director  shall  not  make  available  any  information  which  the  Director  deter- 
mines is  exempt  from  disclosure  in  accordance  with  §  252.6  of  this  Part,  nor  any 
data  which,  as  determined  by  the  Secretary,  would,  if  disclosed,  unduly  damage  the 
competitive  position  of  the  lessee  or  permittee  who  provided  the  Secretary  with  the 
information  which  the  Secretary  had  processed,  analyzed  or  interpreted." 

Part  252.7 — Privileged  and  proprietary  data  and  information  to  be  made  available  to 
affected  States 

Subparagraphs  252.7(a)(1)  (i)  and  (ii)  should  be  stricken  for  the  following  reasons: 

These  provisions  relate  to  the  leasing  process  which  is  established  under  Section  8 
of  the  Act;  they  are  not  applicable  to  Section  26,  the  OCS  oil  and  gas  information 
program,  which  the  proposed  regulations  are  intended  to  implement. 

Any  regulations  to  implement  Section  8(g),  to  which  subparagraph  (a)(1)  (i)  and  (ii) 
relate,  probably  should  be  incorporated  into  either  43  CFR  Part  3300  or  30  CFR  Part 
250. 

The  provisions  in  subparagraph  (a)(1)  (i)  and  (ii)  which  permit  a  designated  state 
official  to  receive  privileged  and  proprietary  data  or  information  prior  to  a  lease 
sale  are  in  direct  conflict  with  Section  26(d)(2)  which  provides  that  confidential  and 
proprietary  data  may  be  inspected  by  a  designated  offical  after  a  lease  sale.  This 
provision  is  reflected  in  subparagraph  (a)(iii). 

We  believe,  therefore,  that  subparagraphs  (a)(1)  (i)  and  (ii)  must  be  deleted.  Sub- 
paragraph (iii)  would  then  be  renumbered  as  (a)(1);  in  (a)(2),  the  references  to  "(i),  (ii) 
and  (iii)"  would  be  stricken. 


Shell  Oil  Co., 
Houston,  Tex.,  July  5,  1979. 

Subject:  Revisions  to  30  CFR  Part  250-OCS  Air  Emission  Regulations. 

Chief, 

Conservation  Division,  U.S.  Geological  Survey, 

National  Center,  Reston,  Va. 

Gentlemen:  On  May  10,  1979,  in  44  FR  27449  the  USGS  proposed  revisions  to  30 
CFR  Part  250  to  implement  the  amendments  to  the  Outer  (Continental  Shelf  Lands 
Act  of  1978  (PL  95-372).  The  Shell  Oil  Company  wishes  to  enter  the  following 
comment  on  this  proposed  action. 
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We  have  actively  participated  in  the  preparation  of  both  oral  and  written  testimo- 
ny of  the  American  Petroleum  Institute  (API),  the  Western  Oil  and  Gas  Association 
(WOGA),  and  the  Offshore  Operators  Committee  (OOC)  which  was  submitted  on  this 
issue.  The  proposed  actions  will  have  a  significant  effect  on  the  future  development 
of  offshore  petroleum  resources  and  we  request  that  the  testimony  of  the  referenced 
trade  associations  be  given  serious  consideration  before  any  final  regulations  are 
issued. 

Sincerely,  _  ^ 

G.  C.  Bankston. 


Offshore  Operators  Committee, 

New  Orleans,  La.,  July  6,  1979. 

Subject:  30  CFR  Part  250,  oil  and  gas  and  sulfur  operations  in  the  Outer  Continen- 
tal Shelf. 

Chief, 

Conservation  Division,  U.S.  Geological  Survey, 

National  Center,  Reston,  Va. 

Dear  Sir:  This  letter  and  the  attachment  constitute  the  Offshore  Operators 
Committee  (OOC)  comments  on  the  "Proposed  Rule,  30  CFR  Part  250,  Oil  and  Gas 
and  Sulfur  Operations  in  the  Outer  Continental  Shelf  published  by  the  U.S.  Geo- 
logical Survey,  Department  of  the  Interior,  in  the  Federal  Register  on  May  10,  1979, 
pp.  27449-27459. 

The  OOC  presented  a  brief  statement  at  the  public  hearing  on  these  proposed 
regulations  held  in  New  Orleans,  Louisiana  on  June  12,  1979.  In  the  oral  presenta- 
tion we  emphasized  seven  points  and  indicated  that  our  written  comments  would 
more  fully  address  our  concerns  with  the  proposed  rules.  The  discussions  following 
our  oral  statement  were  beneficial,  we  believe,  both  in  helping  us  to  understand  the 
authors'  intent  of  and  reasoning  behind  certain  provisions  of  the  proposed  rules,  as 
well  as  in  allowing  us  to  present  some  of  the  problems  industry  will  face  in 
complying  with  the  regulations.  Certain  questions  posed  by  panel  members  at  the 
hearing  are  addressed  in  the  attached  comments.  In  addition,  these  written  com- 
ments cover  more  fully  some  of  the  issues  raised  in  the  discussion. 

Before  responding  specifically  to  the  proposed  rule  we  would  like  to  restate  our 
basic  position  which  was  contained  in  our  letter  of  January  25,  1979  commenting  on 
the  advance  notice  of  proposed  rulemaking  on  this  topic.  We  believe  that  according 
to  43  USCA  1334(aK8)  DOI  is  required  to  first  establish  that  authorized  OCS  activi- 
ties "significantly  affect  the  air  quality  of  any  state"  before  proceeding  with  the 
rulemaking  procedure.  To  the  best  of  our  knowledge  this  has  not  yet  been  done. 
Therefore,  the  proposed  rule  is  premature  and  should  be  withdrawn  until  the  need 
is  established  according  to  the  Act.  We  do  not  believe  the  contrary  arguments 
contained  in  the  proposed  rulemaking  preamble  satisfactorily  address  this  basic 
issue. 

However,  assuming  establishment  of  the  predicate  for  the  regulations,  the  Off- 
shore Operators  Committee  offers  the  following  and  attached  comments. 

In  the  preamble  DOI  correctly  rejects  the  suggestion  that  the  Secretary  delegate 
his  statutory  responsibilities  to  the  Environmental  Protection  Agency  (EPA).  OOC 
recognizes  the  necessity  for  DOI  to  consult  with  EPA  on  some  of  the  standards, 
criteria,  and  requirements  established  by  the  EPA  under  the  Clean  Air  Act.  Howev- 
er, we  disagree  with  the  Department  on  the  scope  of  DOI's  mandate  under  the  Act, 
on  the  applicability  of  some  EPA  provisions  under  DOI's  mandate,  and,  for  technical 
reasons,  on  the  applicability  of  some  EPA  provisions  without  change  to  rules  for  the 
Outer  Continental  Shelf.  The  OOC  believes  that  DOI,  instead  of  accepting  the  scope 
of  the  Congressional  mandate,  has  thrown  the  scope  of  the  regulatory  scheme  open 
to  public  comment,  has  re-defined  the  scope  based  on  what  DOI  believes,  not  on 
what  Congress  has  decided,  is  proper. 

Also,  in  the  preamble  it  is  stated  that  "most  of  the  respondents  to  the  Advanced 
Notice  supported  the  use  of  emission  offsets."  Since  the  OOC  was  one  of  the 
respondents,  we  wish  to  address  that  statement.  We  support  the  use  of  emission 
offsets  and  other  control  measures  where  necessary  to  prevent  violation  of  the 
national  ambient  air  quality  standards.  We  did  not  foresee  and  do  not  support  the 
excessive  requirements  for  emission  offsets  generated  under  the  proposed  rules  by 
the  enlargement  in  scope  and  by  the  unnecessarily  stringent  significance  levels,  the 
exceedingly  conservative  evaluation  methods,  and  the  technically  unsupported  crite- 
ria adopted  from  EPA. 
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OCS  drilling  operations,  platform  and  related  construction,  transportation  activi- 
ties, and  almost  all  other  offshore  operations  require  energy  consumption,  which 
result  in  NOx  emissions.  Technology  to  reduce  NO^  emissions  is  not  far  advanced. 
Thus,  under  the  proposed  rules,  offsets  for  NO,  will  likely  require  the  shutdown  of 
NOx-en.itting  engines  either  onshore  or  offshore.  Operators  have  diligence  obliga- 
tions to  both  onshore  and  offshore  royalty  owners.  Any  requirements  for  shutdowns 
to  achieve  offsets  which  are  not  absolutely  necessary  should  not  be  considered 
lightly  in  DOI's  planning.  For  example,  we  wonder  whether  the  DOI  will  consider  a 
lease  suspension  for  one  OCS  lease  if  its  operations  are  to  be  discontinued  or 
postponed  to  provide  offsets  for  a  new  permanent  operation  on  another  lease.  Would 
the  DOI  consider  suspension  of  an  OCS  lease  if  its  operations  were  planned  to  be 
postponed  to  provide  offsets  for  an  onshore  facility?  There  is  a  consistency  problem 
here  that  must  be  considered. 

EPA  is  currently  evaluating  the  need  for  a  short-term  air  standard  for  NO,  based 
on  health  effects.  In  addition,  EPA  is  expected  to  set  increments  and  ceilings  for 
NOx  in  clean  air  areas  by  August  7,  1980.  An  EPA  short-term  significance  level  will 
also  be  required.  Under  the  proposed  rulemaking  the  short-term  increments  and 
significance  level  may  potentially  have  extreme  effects  on  the  development  of  oil 
and  gas  resources.  OOC  urgently  requests  that  DOI  study  the  effects  of  all  require- 
ments in  the  proposed  OCS  rules  which  are  over  and  above  the  maintenance  and 
attainment  of  national  ambient  air  quality  standards,  and  determine  where  the 
national  interest  lies. 

The  OOC  does  not  agree  that  the  highly  conservative  EPA  techniques  and  signifi- 
cance levels  the  DOI  is  adopting  will  fairly  reflect  the  real  needs  for  offsets  and 
controls.  The  OOC  does  not  believe  that  Congress  intends  the  offshore  regulatory 
scheme  to  protect  against  any  more  stringent  limit  than  the  national  ambient  air 
quality  standards.  Detailed  recommendations  to  achieve  this  goal  are  given  in  the 
attachment. 

The  Offshore  Operators  Committee  appreciates  the  opportunity  to  furnish  these 
comments  and  hopes  they  will  aid  DOI  in  preparing  final  regulations.  If  there  is  any 
way  we  can  be  of  further  assistance  in  this  matter,  we  are  ready  to  make  such 
assistance  available.  One  final  point:  we  ask  that  the  regulations  follow  the  spirit  of 
Executive  Order  12044  on  Improving  Government  Regulations. 
Yours  very  truly, 

L.  G.  Otteman,  Chairman. 

Attachment. 

Offshore  Operators  Committee 
detailed  comments  on  proposed  rules  on  ocs  air  emissions 

1.  The  DOI  assumes  in  these  regulations  an  authority  greater  than  Congress  author- 
ized. 

Section  5(a)  of  the  Act  reads  in  part: 

"The  regulations  prescribed  by  the  Secretary  under  this  subsection  shall  include, 
but  not  be  limited  to,  provisions — (8)  for  compliance  with  the  national  ambient  air 
quality  standards  pursuant  to  the  Clean  Air  Act  (42  U.S.C.  7401  et  seq.),  to  the 
extent  that  activities  authorized  under  this  Act  significantly  affect  the  air  quality  of 
any  State." 

In  the  Clean  Air  Act  (42  U.S.C.  7401  et  seq.),  Title  I,  Part  A,  Section  109  provides 
procedures  for  the  promulgation,  review,  and  revision  of  national  ambient  air  qual- 
ity standards.  These  are  primary  or  secondary  standards. 

Section  109  (a)(1)  reads  in  part  as  follows: 

"The  Administrator— (A)  *  *  *  shall  publish  proposed  regulations  prescribing  a 
national  primary  ambient  air  quality  standard  and  a  national  secondary  ambient 
air  quality  standard  *  *  *." 

Section  109  (b)  (1)  and  (2)  read  as  follows: 

"(1)  National  primary  ambient  air  quality  standards  prescribed  under  subsection 
(a)  shall  be  ambient  air  quality  standards  the  attainment  and  maintenance  of  which 
in  the  judgment  of  the  Administrator,  based  on  such  criteria  and  allowing  an 
adequate  margin  of  safety,  are  requisite  to  protect  the  public  health  *  *  * 

(2)  Any  national  secondary  ambient  air  quality  standard  prescribed  under  sub- 
section (a)  shall  specify  a  level  of  air  quality  the  attainment  and  maintenance  of 
which  in  the  judgment  of  the  Administrator,  based  on  such  criteria,  is  requisite  to 
protect  the  public  welfare  from  any  known  or  anticipated  adverse  effects  associated 
with  the  presence  of  such  air  pollutant  in  the  ambient  air  *  *  *." 

The  EPA  has  promulgated  national  ambient  air  quality  standards.  These  are 
contained  in  40  CFR  Part  50.  The  DOI's  contention  that  Title  I,  Part  C,  Prevention 
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of  Significant  Deterioration  (PSD),  provisions  are  national  ambient  air  quality 
standards  is  inconsistent  with  the  wording  of  Part  C  (Title  I,  Clean  Air  Act)  which 
clearly  differentiates  between  national  ambient  air  quality  standards  and  PSD 
increments  and  ceilings.  In  Part  C,  Subpart  I— Purpose,  Section  160  (1)  states  that 
the  purpose  of  the  PSD  rules  is  to  protect  from  pollutant  effects  "notwithstanding 
attainment  and  maintenance  of  all  national  ambient  air  quality  standards,"  that  is 
where  the  PSD  increments  and  ceilings  are  applicable  they  are  above  and  beyond 
the  national  ambient  air  quality  standards. 

Section  5(a)  of  the  OCSLA  empowers  the  DOT  to  promulgate  regulations  only  for 
compliance  with  the  national  ambient  air  quality  standards,  and  this  is  further 
qualified  "to  the  extent  that  activities  authorized  under  this  Act  significantly  affect 
the  air  quality  of  any  State."  This  language  does  not  justify  DOI's  inclusion  in  the 
implementing  regulations: 

(a)  any  requirements  on  PSD  increments  and  ceilings, 

(b)  any  direct  or  indirect  requirement  to  comply  with  an  offshore  State's  more 
stringent  standards,  or 

(c)  any  requirement  to  eliminate  all,  as  opposed  to  significant,  onshore  effects. 
We  believe  that  compliance  with  the  national  ambient  air  quality  standards 

satisfies  the  Secretary's  broad  mandate  (cited  in  the  preamble  at  44  FR  27450)  to 
protect  the  marine,  coastal  and  human  environments,  because  the  primary  stand- 
ards contain  an  adequate  safety  margin  to  protect  health  and  the  secondary  stand- 
ards contain  an  adequate  safety  margin  to  protect  the  public  welfare. 

2.  Requirements  for  determination  of  PSD  increment  availability  in  attainment 
areas,  exceeds  the  Congressional  mandate 

Let  us  briefly  examine  the  origin  of  EPA's  Prevention  of  Significant  Deterioration 
rules,  which  contain  the  PSD  increments  and  ceilings.  Under  the  1970  Clean  Air 
Act  Congress  focuses  regulatory  control  on  reducing  pollution  levels  in  non-attain- 
ment regions.  Some  people  feared  this  scheme  would  force  new  industrial  growth 
into  areas  of  the  country  with  little  or  no  previous  industry.  They  filed  a  suit  to 
force  the  EPA  to  establish  controls  to  prevent  the  significant  deterioration  of 
existing  air  quality,  and  a  4-4  tie  vote  in  the  Supreme  Court  left  standing  a  lower 
court  decision  in  their  favor. 

EPA  was  required  to  implement  a  PSD  policy,  and,  in  the  1977  amendments  to 
the  Clean  Air  Act,  the  Congress  incorporated  PSD  provisions  into  the  Clean  Air  Act. 
These  provisions  set  limits  on  the  amount  of  industrial  expansion  that  can  occur  in 
any  attainment  area,  depending  on  prescribed  increments  and  ceilings  at  locations 
within  those  areas. 

The  PSD  concept  is  therefore  based  on  the  premise  that  industry  has  flexibility  in 
the  choice  of  where  it  locates.  It  provides  that  an  industry's  effect  on  air  quality  is  a 
major  element  in  the  selection  of  a  plant  site.  The  oil  and  gas  industry's  producing 
operations,  like  other  mineral  extraction  industries,  must  be  located  where  reserves 
are  found.  Within  the  technological  capabilities  of  operators  to  find  oil  and  expan- 
sion constraints  of  the  DOI  in  periodically  offering  discrete  parcels  of  the  OCS  for 
leasing,  the  offshore  operator  has  virtually  no  flexibility  in  the  choice  of  sites. 

For  many  years  there  have  been  no  air  emission  restraints  on  OCS  operations.  We 
have  not  seen  any  efforts  for  the  establishment  of  industry  complexes  offshore  to 
escape  stringent  onshore  air  requirements. 

In  almost  all  cases,  member  companies  of  the  Offshore  Operators  Committee 
explore  for  and  produce  oil  and  gas  onshore  as  well  as  offshore.  Many  of  our 
companies  also  have  refineries,  terminals,  and  other  plants  onshore.  It  appears  very 
naive  to  us  that  additional  levels  of  control  in  offshore  areas  above  that  specifically 
mandated  can  be  justified  to  prevent  the  situation  where  "onshore  grovrth  will  be 
slowed  in  favor  of  offshore  development."  We  know  that  lease  costs,  drilling  costs, 
construction  costs,  platform  costs,  transportation  costs,  quarters,  and  maintenance 
costs — virtually  in  all  categories,  investment  and  operating  costs  offshore  far  exceed 
comparable  costs  in  onshore  operations. 

We  believe  that  Congress  recognized  these  factors  in  the  OCSLA  amendments.  It 
gave  the  DOI  the  limited  mandate  that  when  offshore  operations  have  a  significant 
effect,  that  is,  a  reasonably  serious  effect,  on  a  State's  air  quality,  the  DOI  would 
restrain  these  operations  from  emitting  pollutants  in  such  quantities  as  to  prevent 
any  State  from  achieving  attainment  or  complying  with  the  national  ambient  air 
quality  standards. 

S.  The  DOI  adopts  an  unrealistically  low  and  unreasonable  two-tier  emission  thresh- 
old for  exemption  of  OCS  activities  from  air  impact  analysis 
The  DOI  has  proposed  as  the  threshold  for  exemption  from  air  impact  analysis  a 
level  of  100  tons/year  of  uncontrolled  emissions  or  50  tons/year  of  controlled  emis- 
sions. 
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Neither  of  these  has  a  statutory  base  in  the  OCS  Lands  Act.  They  correspond  with 
the  EPA  threshold  levels  for  facilities  with  emissions  affecting  non-attainment 
areas.  They  are  more  stringent  than  the  EPA  threshold  levels  of  250  tons/year  of 
potential  and  50  tons/year  of  allowable  emissions  for  facilities  with  emissions  affect- 
ing attainment  areas. 

There  is  no  demonstrated  need  or  authority  for  a  two-tier  limit.  There  should  be 
only  one  limit,  and  it  should  apply  only  to  actual  (controlled)  emissions,  not  con- 
trolled and  uncontrolled  emissions.  The  DOI  may  wish  to  review  the  PSD  litiga- 
tion—yl/a6ama  Power  Company  v.  Costle,  No.  78-1006  (D.C.  Civ.  June  18,  1979)  in 
this  regard.  The  court  agreed  with  industry  petitioners'  position  that  potential 
emissions  are  to  be  determined  on  the  basis  of  operation  at  full  design  capacity, 
taking  into  account  any  planned  pollution  control  equipment.  The  court  remanded 
EPA's  50  tons  actual  emission  exemption,  which  was  rendered  academic  by  the 
decision  on  potential  emissions.  In  effect,  any  facility  which  can  control  to  250  tons/ 
year  at  design  capacity  will  be  exempt  from  PSD  review. 

In  justification  of  the  proposed  levels,  the  DOI  in  the  preamble  reported  modeling 
a  50  ton/year  case  and  a  100  ton/year  case  located  at  three  statute  miles  from  the 
shore.  The  DOI  stated  this  was  a  highly  conservative,  worst  case  approach.  Such 
modeling  conditions  are  not  appropriate  for  determination  of  the  emission  rate 
which  "significantly  affects  the  air  quality,"  It  is  still  not  clear  why,  after  calculat- 
ing that  a  100  tons/year  rate  does  not  reach  the  significance  level  for  the  most 
restrictive  short  term  standard,  the  DOI  requires  significance  level  review  of  any 
large  emitting  facility  whose  actual  emissions,  considering  any  application  of  con- 
trols and/or  offsets,  would  be  more  than  50  tons/year.  This  can  only  mean  that 
after  assuming  the  most  conservative,  worst  case  modeling  conditions  apply,  the 
DOI  further  assumes  that  the  controls  and/or  offsets  will  not  be  effective,  and  that 
the  maximum  possible  emissions  rate  will  in  fact  be  the  uncontrolled  emissions  rate. 

The  OOC  recommends,  after  considering  this  matter  thoroughly  and  in  view  of 
the  testimony  presented  at  the  public  hearings,  that  the  most  logical  approach  to 
establishing  exemptions  consistent  with  Congressional  intent  is  to  utilize  the  con- 
cept of  equating  the  impact  of  OCS  emissions  to  that  of  emissions  from  onshore 
facilities  exempt  from  EPA's  regulatory  review  requirements. 

The  OOC  recommends  that  the  exemption  levels  established  reflect  the  attain- 
ment status  of  the  onshore  area  that  is  affected  by  the  OCS  operation.  In  other 
words,  if  an  OCS  facility  will  impact  a  non-attainment  area  for  a  given  pollutant, 
then  that  facility  should  be  exempt  from  the  regulations  if  the  predicted  concentra- 
tion of  its  emitted  pollutant  at  the  shoreline  is  less  that  the  concentration  that 
would  result  from  a  100  ton/year  source  located  on  the  shoreline.  On  the  other 
hand,  when  the  OCS  facility  is  adjacent  to  an  attainment  area  for  a  given  pollutant, 
the  Congressional  mandate  requires  maintenance  of  national  ambient  air  quality 
standards  only.  Such  an  OCS  facility  should,  at  the  very  least,  be  exempt  if  the 
emissions  of  the  pollutant  from  that  facility  are  predicted  to  be  dispersed  at  the 
shoreline  to  less  than  the  concentration  that  would  result  from  a  250  ton/year 
source  located  on  the  shoreline.  This  is  the  comparable  exemption  level  used  by  the 
EPA  onshore  as  the  threshold  of  review  for  PSD  increments  and  for  violation  of 
national  ambient  air  quality  standards.  Any  lower  exemption  level  would  be  dis- 
criminatory against  the  OCS  operator. 

This  method  for  establishing  exemptions  is  the  only  system  that  equitably  takes 
into  account  the  fact  that  OCS  facilities  are  located  significant  distances  from  the 
states,  and  the  impact  of  emissions  from  these  facilities  diminishes  as  the  distance 
increases. 

4-  Unrealistic  significance  levels,  based  on  requirements  over  and  above  the  congres- 
sional intent,  are  adopted  by  the  DOI 

EPA  states  its  significance  levels  are  generally  based  on  Class  I  PSD  increments 
(43  FR  26398).  However,  the  levels  for  NO^  and  CO  are  not,  because  there  are  no 
PSD  increments  for  these  pollutants.  They  are  set  at  1  and  5  percent  respectively  of 
the  national  ambient  air  quality  standards. 

Class  II  increments  apply  to  most  PSD  areas  across  the  country.  They  are, 
therefore,  applicable  to  the  PSD  areas  where  most  people  live.  For  this  reason,  the 
Class  II  increments  would  be  a  more  reasonable  base  for  determining  levels  for 
significant  effects  than  the  Class  I  increments. 

If  the  significance  levels  were  set  instead  at  the  same  fraction  of  Class  II  incre- 
ments as  they  now  are  of  the  Class  I  increments,  and  the  levels  for  NO^  and  CO 
were  increased  proportionally,  the  new  significance  levels  would  be  larger  than  10 
percent  of  the  national  ambient  air  quality  standards,  which  the  OOC  recommends 
as  a  significance  level. 
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In  the  statement  the  OOC  filed  at  the  New  Orleans  hearing,  we  mentioned  the 
compounding  effects  of  conservatism  applied  by  the  EPA  at  every  turn.  In  the  EPA 
definition  of  potential  emissions,  corresponding  to  the  DOI's  uncontrolled  emissions, 
the  EPA  uses  the  most  conservative  worst  case  technique.  Even  though  controls  will 
be  installed  and/or  offsets  made,  the  technique  considers  the  case  where  all  in- 
stalled controls  fail  and  offsets  are  discontinued  simultaneously  and  the  operator 
continues  to  operate  in  violation  as  the  starting  point  in  setting  exemption  levels. 
Next,  the  technique  requires  the  use  of  a  calculation  method,  conservative  when 
properly  applied,  to  the  over-water  case  where  the  calculation  technique  may  be 
even  more  conservative.  Next,  in  using  these  conservative  computations  with  the 
exaggerated  emissions,  the  technique  further  requires,  without  any  respect  for  the 
infinitesimally  small  probability  of  such  simultaneous  occurrences,  that  the  least 
favorable  weather  conditions  are  assumed  to  occur  coincidentally  and  last  through 
the  entire  averaging  period.  Finally,  the  approach  calls  for  comparing  the  results 
against  significance  levels  based  on  protecting  against  deterioration  of  the  purest  of 
clean  air  areas.  Thus  the  OOC  recommendations  are  more  appropriate. 

5.  DOI  should  set  separate  exemption  levels  for  each  pollutant  to  minimize  required 

computer  modeling 
The  purpose  of  an  exemption  level  is  to  eliminate  from  regulatory  review  those 
sources  whose  impacts  are  small  enough  to  be  clearly  insignificant.  The  100  ton/ 
year  limit  was  calculated  using  the  more  restrictive  short  term  significance  levels 
for  SO2.  It  is  known  that  if  the  annual  significance  level  for  SO2  (which  is  the  same 
for  NO^)  had  been  used  for  the  calculation,  the  exemption  level  would  have  been 
higher.  NO,  has  no  short  term  significance  levels,  and  NO,  is  the  pollutant  emitted 
from  OCS  oil  and  gas  operations  to  the  greatest  extent.  The  modeling  for  annual 
significance  levels  cannot  be  done  in  fifteen  minutes  on  hand  calculators,  as  was 
stated  by  the  panel  at  the  New  Orleans  hearing.  It  requires  extensive  meteorologi- 
cal data  and  a  computer.  The  OOC,  therefore,  recommends  that  the  DOI  make  these 
regulations  less  burdensome  by  using  appropriate  meteorological  data  to  compute  a 
separate  exemption  level  for  NO,  and  SO2,  equivalent  to  the  annual  significance 
level.  This  would  establish  an  appropriate  exemption  level  for  NO,  without,  replac- 
ing the  current  exemption  level  for  SO2  based  on  short  term  levels.  This  procedure 
would  eliminate  the  necessity  for  computer  modeling  to  demonstrate  compliance 
with  annual  SO2  level,  when  the  short  calculation  technique  shows  that  compliance 
with  the  short  term  levels  is  achieved.  These  can  be  calculated  as  a  function  of 
distance  from  shore,  and  will  eliminate  the  need  for  many  unnecessary  and  costly 
computer  model  studies. 

6.  Experience  with  operations  in  the  Gulf  of  Mexico  demonstrates  there  is  no  practi- 

cal basis  for  requiring  BACT  on  temporary  sources  of  emissions 
For  years  extensive  exploratory  and  development  drilling  programs,  pipelining, 
and  other  construction  activities  have  been  conducted  in  the  Gulf  of  Mexico.  In 
addition,  areas  bordering  the  Gulf  contain  large  numbers  of  oil  fields  and  plants 
with  engines  emitting  NO,.  Yet  there  are  no  non-attainment  areas  for  NO,  border- 
ing the  Gulf  of  Mexico.  In  spite  of  what  any  "worst  case,  most  conservative  ap- 
proach" calculations  for  significance  levels  may  show,  there  simply  are  no  moni- 
tored violations  for  NO,.  As  a  practical  matter,  this  proves  there  has  been  no 
significant  NO,  effect  on  air  quality  and  no  State's  air  quality  is  endangered.  If 
controls  are  required  under  these  circumstances,  this  is  a  practical  demonstration 
that  compounded  conservatism  in  modeling  and  significance  levels  yields  results 
that  are  not  realistic. 

The  Gulf  of  Mexico  has  experienced  far  more  activity  than  other  offshore  areas. 
Production  from  onshore  fields  is  declining  (State  production  figures  verify  this)  and 
DOI  files  should  reflect  that  the  bulk  of  current  activity  in  the  Gulf  of  Mexico  is 
farther  from  shore  than  earlier  development.  This  trend  will  no  doubt  apply  in 
other  offshore  areas  that  will  or  are  being  developed.  For  these  reasons,  the  OOC 
recommends  the  DOI  find,  that  unless  activity  levels  increase  sharply  over  those 
experienced  in  the  Gulf  of  Mexico,  offshore  NO,  emissions  will  not  significantly 
affect  the  air  quality  of  the  adjacent  States. 

Such  a  finding  would  satisfy  the  DOI  need  to  control  when  there  is  significant 
effect,  activities  covered  by  Exploratory  Plans,  which  for  the  most  part  will  consist 
of  temporary  emissions  as  well  as  the  temporary  activities  in  Development  and 
Production  Plans.  Such  a  finding  would  show  that  where  there  is  no  demonstrated 
need  for  a  particular  regulatory  action,  none  will  be  required,  in  the  spirit  of 
Executive  Order  12044  on  "Improving  Government  Regulations."  Such  a  finding  is 
consistent  with  the  mandate  to  control,  when  there  is  significant  effect,  as  necessary 
to   allow   the   States   to   comply   with   national   ambient   air   quality   standards.   If 
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activity  levels  increase  sharply,  the  DOI  could  reconsider  a  BACT  requirement  for 
temporary  facilities  at  that  time  and  show  some  benefits  realized  from  the  costs 
imposed. 

7.  The  proposed  36-hour  travel  time  significant  effect  criteria  for  VOC  emissions  is 

without  technical  support 

DOI  proposes  the  use  of  the  arbitrary  and  technically  unsupported  36-hour  travel 
time  "significant  effect"  criteria  for  volatile  organic  compounds  (VOC).  The  Depart- 
ment provided  no  support  for  the  adoption  of  the  36-hour  criteria  other  than 
reliance  on  EPA.  Moreover,  EPA  has  offered  no  technical  or  legal  support  for  the 
36-hour  travel  time.  In  fact,  the  agency  adopted  the  36-hour  criteria  in  the  Offset 
Interpretative  Ruling  (44  FR  3274)  as  final  regulations  without  previously  offering 
the  ruling  and  the  criteria  for  peer  or  public  review.  Thus  no  support  for  the  36- 
hour  criteria  has  been  offered  or  implied. 

Further,  the  36-hour  test  for  VOC  significance  is  ambiguous  and  unclear.  The 
Department  states  at  44  FR  27455: 

"*  *  *  any  activity  *  *  *  within  36  hours  travel  time  of  an  attainment  area  *  *  * 
as  measured  by  the  same  meteorological  conditions  creating  a  non-attainment  situa- 
tion in  the  vicinity  and  which  emits  any  volatile  organic  compound  *   *   *." 

In  these  words,  the  DOI  is  requiring  the  operator  to  establish  the  meteorological 
condition  under  which  an  ambient  air  standard  violation  for  ozone  would  occur  in 
an  attainment  area.  This  is  an  impossible  burden  because  there  are  several  varia- 
bles which  could  cause  a  non-attainment  situation  to  occur.  Additional  ambiguity 
results  from  the  proposed  regulations  by  lack  of  specificity  on  the  point  to  which  the 
36  hours  will  be  measured  from  the  OCS  activity.  Are  wind  speeds  and  directions 
calculated  on  the  basis  of  conditions  prevailing  at  the  emission  source  or  at  one  of 
the  potential  receptors?  What  if  the  wind  speed  and  direction  are  contradictory  at 
the  source  and  the  receptors?  What  if  wind  direction  offshore  shows  offshore  emis- 
sions don't  reach  the  shore  during  the  36-hour  time  period  under  onshore  wind 
directions  and  speeds  associated  with  monitored  ozone  violations?  Is  wind  meander 
taken  into  consideration? 

Further,  the  VOC  requirement  (44  FR  27458)  is  not  only  ambiguous  but  presumes 
a  state  of  knowledge  about  air  chemistry,  oxidant  formation  and  oxidant  concentra- 
tions not  presently  available  to  DOI,  EPA,  or  the  operators. 

In  accordance  with  our  earlier  comments  regarding  the  significance  test,  the  OOC 
recommends  that  10  percent  of  the  Primary  National  Ambient  Air  Quality  Stand- 
ard for  hydrocarbons  serve  as  the  significance  level  for  VOC.  The  test  should  be 
made  using  approved  models  currently  available  for  non-reactive  pollutants.  While 
it  is  recognized  that  the  development  of  modeling  technology  has  not  reached  the 
point  where  predictions  of  VOC-ozone  relationships  can  be  accurately  made,  there  is 
a  need  to  have  a  relatively  simple  technique  for  determining  significance.  The 
OOC's  proposed  alternative  would  solve  this  problem  until  accurate  VOC  mod- 
els are  developed. 

8.  DOI  exceeds  its  statutory  authority  for  control  of  emissions  impacting  nonattain- 

ment  areas 

DOI  is  exceeding  its  authority  by  requiring  the  control  of  emissions  to  the  level  of 
"no  impact"  when  non-attainment  areas  are  affected.  In  controlling  emissions  that 
impact  a  non-attainment  area,  DOI  can  only  require  that  measures  be  taken  to 
achieve  the  level  where  significant  effect  is  no  longer  exceeded,  because  when 
reduced  or  offset  to  this  extent,  emissions  no  longer  significantly  affect  the  air 
quality  of  the  State.  DOI  consequently  loses  authority  to  control  emissions  any 
further  under  the  Act. 

If  DOI  insists  upon  using  a  significance  test  based  on  pollutant  travel  time  for 
VOC  emissions,  controls  or  offsets  on  emissions  significantly  impacting  a  non- 
attainment  area  can  be  required  only  to  the  point  below  which  emissions  would 
otherwise  be  exempt  from  regulation.  This  is  the  level  at  which  there  is  no  longer  a 
significant  effect  from  VOC  emissions. 

9.  DOI  fails  to  properly  define  the  applicability  of  the  regulations 

Without  a  definition  of  such  terms  as  "activity,"  "source,"  and  "facility"  an 
operator  has  no  means  of  determining  what  grouping  of  OCS  equipment  constitutes 
a  single  entity  for  the  purpose  of  conducting  the  review  required  by  the  regulations. 
The  OOC  recommends  that  DOI  employ  the  following  philosophy  in  establishing  the 
applicability  of  the  regulations. 

It  would  seem  logical,  to  use  the  term,  "facility"  to  specify  collectively  all  emis- 
sion points  on  an  individual  platform  or  rig.  The  word  "source"  should  be  defined  to 
refer  to  each  specific  piece  of  equipment  that  results  in  emissions.  In  other  words  a 
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facility  would  consist  of  one  or  more  sources.  In  the  case  where  a  rig  remained  on  a 
platform  for  more  than  3  years,  the  rig  would  lose  its  status  as  a  temporary  facility 
and  would  then  be  classified  as  one  of  perhaps  several  sources  which  constitute  a 
facility  (i.e.,  the  entire  platform).  It  is  the  OOC's  recommendation  that  the  word, 
"activity,"  not  be  used  to  determine  requirements  under  the  regulations.  In  any 
event,  the  regulations  need  to  be  revised  to  clarify  DOI's  specific  intent  in  each 
paragraph  in  this  regard. 

10.  Applicability  of  regulations  to  existing  facilities  requires  clarification 

For  facilities  whose  exploration  or  development  and  production  plans  are  filed 
after  the  effective  date  of  the  regulations,  DOI  should  require  that  the  total  emis- 
sions from  each  source  be  subject  to  the  requirements.  However,  in  the  case  of 
modifications  to  plans  for  sources  in  existence  prior  to  the  effective  date  of  these 
regulations,  DOI  should  require  that  only  the  modified  sources  actually  resulting  in 
increased  emissions  be  subject  to  regulation.  In  no  event  should  existing  emissions 
be  included  in  a  determination  as  to  whether  a  modification  that  increases  emis- 
sions is  subject  to  specific  provisions  of  the  regulations.  While  the  OOC  believes  that 
it  is  DOI's  intent  to  implement  the  regulatory  program  in  this  manner,  the  regula- 
tions do  not  make  this  point  clear. 

11.  DOI  fails  to  encourage  the  development  of  more  accurate  models 

In  requiring  that  all  emission  projections  be  based  on  EPA's  "Guidelines  on  Air 
Quality  Models,"  DOI  is  providing  no  incentive  for  the  development  of  dispersion 
models  over  water.  Presently,  EPA's  approved  models  are  all  designed  to  project 
emissions  over  terrestrial  environments,  and  since  EPA's  regulatory  program  is 
implemented  through  the  States  whose  jurisidictions  do  not  extend  significant  dis- 
tances over  water,  there  is  no  pressing  need  for  EPA  to  account  for  over-water 
dispersion. 

It  is  therefore  the  OOC's  recommendation  that  since  DOI  is  basing  these  regula- 
tions on  modeling  projections,  provision  should  be  included  in  the  DOI's  regulatory 
framework  to  encourage  development  of  more  accurate  modeling  techniques. 

12.  Monitoring  and  recordkeeping  are  burdensome 

The  proposed  rules  and  regulations  will  require  an  increasing  volume  of  informa- 
tion and  data  from  OCS  operators.  On  the  basis  of  the  data  furnished,  air  modeling 
calculations  will  determine  the  status  of  the  air  quality  and  the  effects  on  the 
onshore  area.  When  emission  reduction  by  controls  is  used,  the  proposed  rules  imply 
that  monitoring  to  measure  the  reductions  achieved  will  be  necessary.  Elaborate 
equipment  for  measurement  and  provisions  for  maintenance  and  calibration  will  be 
required,  together  with  more  recordkeeping  and  reporting.  For  the  numerous  point 
sources  involved,  this  can  become  a  significant  task.  In  view  of  the  increasing 
burden  of  DOI-required  reporting  and  recordkeeping,  we  ask  that  the  DOI  follow  the 
spirit  of  Executive  Order  12044  on  Improving  Government  Regulations  and  mini- 
mize the  amount  of  monitoring,  recordkeeping,  and  reporting. 

13.  Requirement  for  information  on  emissions  for  onshore  bases  is  duplicative  and 

not  pertinent  to  control  OCS  air  emissions 
Air  emissions  from  onshore  bases  are  subject  to  control  by  the  States  and  the 
Environmental  Protection  Agency  under  the  Clean  Air  Act.  Since  onshore  base 
operations  are  not  operations  on  the  Outer  Continental  Shelf,  they  should  not  be 
subject  to  either  environmental  report  or  control  scheme  of  the  DOI  under  these 
rules. 


Statement  by  J.  F.  Bruskotter,  Manager,  Exploration  and  Production, 
Regulatory  Affairs,  Shell  Oil  Co. 

I  am  John  F.  Bruskotter,  Manager  of  Exploration  and  Production  Regulatory 
Affairs  for  Shell  Oil  Company.  We  appreciate  the  opportunity  to  comment  on  the 
U.S.  Geological  Survey's  proposed  revisions  of  30  CFR  Parts  250  and  251. 

On-structure  drilling — 30  CFR  Part  251 

The  enactment  of  Public  Law  95-372,  the  Outer  Continental  Shelf  Lands  Act 
Amendments,  with  its  stated  objective  of  expediting  the  exploration  and  develop- 
ment of  the  OCS,  has  at  last  put  into  statutory  form  the  intentions  and  desires  of 
Congress.  Under  its  terms  DOI  is  required  to  develop  a  desperately  needed  five-year 
OCS  schedule  which  will  allow  industry  to  plan  and  focus  its  efforts  to  expeditiously 
assess  and  develop  our  OCS  petroleum  resources. 
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Now,  in  the  process  of  implementing  the  provisions  of  Public  Law  95-372,  a 
serious  note  of  doubt  and  confusion  has  been  introduced  which,  if  adopted,  will 
negate  much  of  the  positive  effect  of  the  OCS  LAA.  The  policy  decision  of  the 
Secretary  to  revise  30  CFR  Part  251  to  allow  pre-sale  on-structure  drilling  obviously 
deviates  from  Congressional  intentions  and  thereby  promises  disruption  of  the  five 
year  OCS  leasing  program.  Implementation  of  this  policy  decision  will  cause  confu- 
sion, procrastination,  and  stagnation  in  the  exploration  and  development  of  OCS 
petroleum  resources  which  this  Nation  so  vitally  needs. 

Congress  passed  the  OCS  LAA  with  the  objectives,  expressed  in  Section  102;  "to 
result  in  expedited  exploration  and  development  of  the  Outer  Continental  Shelf  in 
order  to  achieve  national  economic  and  energy  policy  goals"  and  "to  make  such 
resources  available  to  meet  the  Nation's  energy  needs  as  rapidly  as  possible". 

There  is  no  question  that  Congress  expected  that  the  regulations  implementing 
the  Act  would  foster  and  support  these  objectives.  Shell  is  convinced  that  the 
proposed  revisions  to  Part  251  will  not  have  this  effect.  The  basis  for  the  conclusion 
has  been  presented  capably  and  collectively  by  knowledgeable  and  concerned  wit- 
nesses during  the  legislative  process  and,  subsequent  to  the  passage  of  P.L.  95-372, 
at  oversight  committee  hearings.  The  arguments  were  apparently  persuasive,  since 
although  early  versions  of  the  Act  included  provisions  for  on-structure  drilling,  they 
were  specifically  deleted  from  the  Act.  The  Part  251  revisions  proposed  would  have 
the  effect  of  reversing  that  decision.  The  instant  revisions  are  therefore  unique  in 
that  they  are  proposed,  not  to  implement  Public  Law  95-372  as  in  other  such 
proceedings,  but  as  stated  in  the  USGS  notice,"  to  implement  a  policy  decision  by 
the  Secretary  of  the  Interior."  This  decision,  in  Shell's  view  is  an  unfounded  and 
counterproductive  departure  from  established  policy  and  Congressional  intent. 

The  principal  arguments  advanced  by  those  who  favor  pre-sale  on-structure  OCS 
drilling  are  that  the  information  obtained  by  such  drilling  is  necessary  to: 

(1)  more  accurately  assess  the  potential  of  the  frontier  areas, 

(2)  assist  in  establishing  the  lease  sale  schedule, 

(3)  assure  the  public  (government)  a  fair  return  on  the  value  of  its  resources,  and 

(4)  expedite  development  of  offshore  resources. 

This  rationale  in  Shell's  opinion  is  totally  unrealistic. 

Accurate  assessment 

An  assessment  of  the  potential  of  vast  frontier  areas  cannot  be  accomplished  with 
a  few  on-structure  tests.  Examples  of  the  fallacy  of  this  reasoning  are  many, 
including  the  Alaskan  North  Slope  and  the  North  Sea,  where  the  initial  waves  of 
exploratory  drilling  were  disappointing  and  only  successive  efforts  revealed  the  true 
potential  and  value  of  the  prospects.  Limited  pre-sale  on-structure  exploratory  drill- 
ing which  did  not  reveal  the  presence  of  hydrocarbons  might  prematurely  condemn 
an  area  so  that  lease  sales  are  not  held  and  major  resources  are  not  discovered. 
Limited  exploratory  drilling  could  also  suggest  a  potential  value  far  in  excess  of  the 
ultimate  worth  of  a  prospect.  The  early  gas  discovery  drilled  in  the  Baltimore 
Canyon  area  resulted  in  optimism  that  has  significantly  dimmed  in  the  light  of 
twelve  dry  holes. 

To  truly  assess  the  potential  of  the  unexplored  OCS  lands  would  require  many 
more  wells,  much  more  time,  and  far  higher  costs  than  are  apparently  envisioned 
by  the  proponents  of  this  process.  Sampling  each  area  with  one  or  two  wells  could 
result  in  grossly  misleading  information  with  consequent  errors  in  evaluation,  plan- 
ning and  allocation  of  our  resources. 

Assist  scheduling 

The  second  argument,  the  need  for  on-structure  drilling  data  to  assist  in  deter- 
mining priorities  for  OCS  lease  sale  scheduling,  appears  to  be  based  on  the  wide 
divergence  between  industry  and  DOI  estimates  of  individual  basin  resource  poten- 
tial. Industry  ranking  of  OCS  provinces  by  resource  potential  had  little  if  any 
positive  impact  on  the  initial  leasing  schedule.  Industry  has  a  proven  track  record 
domestically  and  world-wide  for  the  technological  capability  of  prospect  evaluation 
and  the  investment  confidence  to  accomplish  the  task.  However,  industry  is  not 
infallible.  Therefore,  Shell  strongly  believes  that  those  frontier  areas  considered  to 
have  very  high  or  high  potential  by  either  the  USGS  or  industry  should  appear 
early  on  the  schedule  and  should  be  leased  as  quickly  as  feasible  so  that  they  can  be 
explored,  evaluated,  and  developed  as  expeditiously  as  possible.  Pre-lease,  on-struc- 
ture drilling  would  precipitate  delays,  confusion,  and  dispersion  of  effort. 

Fair  return 

The  third,  and  perhaps  on  its  face  the  most  plausible  assertion,  is  that  an 
accurate  pre-lease  value  must  be  determined  to  assure  that  the  public  gets  a  fair 
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return  from  its  resources.  Of  course,  the  public  deserves  a  fair  share  of  the  OCS  oil 
and  gas  revenues.  However,  there  are  two  implications  inherent  in  the  logic  that  it 
is  thus  necessary  to  change  policy  to  allow  on-structure  drilling.  First  is  the  assump- 
tion that  under  existing  procedures  the  public  is  not  getting  its  fair  share.  The 
second  is  that  on-structure  drilling  would  provide  an  assessment  accurate  enough  to 
assure  the  public  its  fair  share.  Neither  of  these  inferences  is  accurate.  USGS 
statistics  (OCS  Statistics— June  1978)  show  that  of  the  total  OCS  revenues  through 
1977  of  about  $34  billion,  the  public  (government)  received  over  $25  billion,  or  about 
76  percent.  This  revenue  is  largely  from  lease  bonuses  and  royalties.  Taxes  are  not 
included.  By  any  definition  this  is  a  more  than  fair  return  to  the  public.  In  addition, 
numerous  studies  show  that  the  overall  return  to  industry  is  marginal. 

In  recent  lease  sales  and  as  mandated  by  Public  Law  95-372  new  leasing  provi- 
sions are  being  devised  and  tested  which  are  designed  to  insure  that  the  public 
continues  to  receive  its  fair  share  of  production  revenues.  Shell  is  satisfied  that 
continued  cooperative  effort  between  industry  and  government,  without  on-struc- 
ture drilling,  will  provide  equitable  returns  to  all  parties — those  who  take  the  risks 
and  make  the  investments  and  the  resource  owners,  the  public. 

Expedite  development 

The  fourth  and  final  argument  for  pre-sale  on-structure  drilling  is  that  it  would 
expedite  development  of  oil  and  gas  reserves  in  the  OCS.  Shell  believes  this  to  be  a 
very  weak  claim.  Even  the  most  superficial  of  pre-lease,  on-structure  drilling  pro- 
grams would  inevitably  delay  the  subsequent  processes  of  evaluation,  scheduling, 
nominations,  environmental  reviews,  and  leasing.  The  recognition  by  the  DOI,  that 
after  the  first  and  each  successive  dry  hole  or  discovery  in  an  area,  that  additional 
wells  are  needed  for  evaluation,  would  further  prolong  the  pre-sale  evaluation 
process. 

In  summary,  it  is  not  reasonable  to  assume  that  a  few  widely-spaced  test  wells 
drilled  on  the  vast  OCS  frontier  areas  can  substitute  for  the  intensely  competitive 
and  innovative  efforts  of  highly-motivated  private  companies.  The  multiple  con- 
cepts, diverse  techniques,  and  varied  resources  of  many  companies  applied  to  the 
potential  opportunities  in  the  OCS  will  result  in  thorough  exploration,  efficient 
evaluation,  and  effective  development  in  the  shortest  time.  The  industry  is  poised  to 
undertake  this  challenge.  Rules  such  as  those  we  are  addressing  will  diminish  the 
competition,  frustrate  technological  development,  and  dissipate  the  resources  now 
available  in  the  private  sector. 

In  addition  to  promising  counter-productive  consequences,  the  proposed  revisions 
of  Part  251  are  seriously  flawed  in  that  they  lack  statutory  authority  and  require 
regulatory  analysis  under  the  "significant  rule"  criteria.  Pre-lease  on-structure  drill- 
ing was  not  permitted  prior  to  the  passage  of  the  OCS  LAA  in  1978.  The  Secretary 
of  the  Interior  supported  efforts  by  some  Congressmen  to  include  specific  authority 
in  the  Act.  The  House  and  the  Senate  each  had  such  provisions  in  their  versions  of 
the  legislation  at  one  time  or  another,  but  those  provisions  were  ultimately  and 
specifically  deleted  from  the  Act  as  passed.  It  is  clear  that  the  Congressional  intent 
was  not  to  grant  that  authority. 

The  proposed  rule  contains  the  note  that,  "The  Department  of  Interior  has 
determined  that  this  document  *  *  '  is  not  a  significant  rule  and  does  not  require  a 
regulatory  analysis  under  Executive  Order  12044  and  43  CFR  Part  14."  Shell  sub- 
mits that  the  proposed  revision  of  30  CFR  Part  251  is,  in  fact,  a  "significant  rule" 
under  the  criteria  set  forth  in  43  CFR  Part  14.  One  of  these  criteria  (Part  14.3)  is 
that  a  "significant  rule"  is  one  which  would  "have  a  substantial  economic  impact  on 
the  entire  economy  *  *  *  or  on  an  individual  industry."  This  criteria  is  clearly 
applicable  here. 

In  closing 

We  are  proud  of  the  history  of  cooperation  with  the  various  branches  of  DOI 
which  has  marked  OCS  activities  from  their  initiation.  Our  joint  accomplishments 
stand  as  a  model  of  the  benefits  to  the  Nation  of  the  mutually-directed  efforts  of 
government  and  industry.  We  anticipate  that  our  future  activities  in  the  OCS  will 
continue  in  the  environment  of  mutual  understanding  and  shared  objectives.  It  is 
with  this  sense  that  we  present  these  comments  and  trust  that  this  issue  will  be 
satisfactorily  resolved. 

In  addition  to  analyzing  and  commenting  on  the  broad  issues  involved  in  the  Part 
251  proposed  revisions.  Shell  developed  comments  on  the  specific  regulations  pro- 
posed. However,  we  have  reviewed  the  comments  to  be  submitted  by  the  American 
Petroleum  Institute  (API)  and  find  that  they  essentially  reflect  our  views  and, 
therefore,  will  not  submit  detailed  comments  but  support  those  offered  by  the  API. 
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30  CFR  part  250 

In  regard  to  30  CFR  Part  250  Shell  would  like  to  make  these  general  comments— 
which  are  supported  by  detailed  comments  attached  to  this  statement. 

We  are  vitally  concerned  about  the  unnecessary  and  unjustifiably  broad  authority 
and  jurisdiction  assumed  by  the  Secretary  and  his  delegates  by  the  proposed  rules. 
There  are  serious  conflictsl  with  the  Act  and  with  the  statutory  authorities  granted 
other  agencies.  Such  unwarranted  or  poorly  defined  authorities  can  only  lead  to 
confusion  and  delay. 

Another  matter  about  which  we  are  apprehensive  is  the  inconsistency  of  protec- 
tion of  confidentiality.  Some  of  the  procedures  for  collecting  and  redistributing  data 
lack  the  necessary  provisions  for  protection  of  that  information  determined  and 
indicated  to  be  proprietary. 

A  third  potential  source  of  confusion  and  delay  is  the  unnecessary  complexity, 
redundancy,  and  interaction  involved  in  some  of  the  procedures.  Some  involve  a 
complex  sequence  of  authorization  or  are  contingent  on  prior  actions  by  other 
governments  or  agencies.  Time  frames  or  specific  responsibilities  are  frequently 
unclear  or  are  omitted.  Shell  urges  that  these  regulations  be  rewritten  to  simplify 
and  make  explicit  the  responsibilities  and  actions  required  by  each  entity  involved. 
Following  this,  the  proposed  rules  should  be  reissued  for  appropriate  comment  by 
interested  parties. 

Finally,  Shell  wishes  to  address  the  question  of  "best  available  and  safest  technol- 
ogy" (BAST)  called  for  in  this  Part  (250.30).  We  submitted  comments  on  April  6, 
1979,  stating  our  position  in  response  to  an  advanced  notice  of  proposed  rulemaking 
on  BAST  (copy  attached).  Shell  believes  that  industry  already  uses  the  best  availa- 
ble and  safest  technology  in  its  OCS  operations  and  that  imposition  of  inflexible  or 
injudicious  regulations  mandating  BAST  could  prove  disruptive  to  the  progress  of 
oil  and  gas  operations  in  the  OCS.  We  expect  the  opportunity  to  respond  fully,  with 
the  rest  of  industry  to  the  BAST  rules  when  they  are  proposed. 

Shell  has  reviewed  and  fully  supports  the  specific  comments  made  on  the  instant 
rules  by  the  API  and  by  the  Offshore  Operators  Committee. 
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:  •  1 1 1 . 1  J.  OIL  coMP<v>ry 

''''l''!.'.ni:;.  b;i  30  CFi;  FAKT  250 


Ji250.1  rurpose  and  AutliOi  i  t  y 

This  part  flecl.-Mo:.  i  In-  .nithoritv  of  the  Secretary  ?n(]  delegates 
adiiiinistratian  of  the  re/.ul .,,  ;,,,,..  i^^  ^■^^   Director.   Hissing  are  any  references 
to  the  conditions  or  res).,-,^,,  il,,  ,  1 1  .^^  associated  ^s•ith  the  authority  delegated 
by  the  Act.   One  of  the  y.'.;  j, „:■.,..,  ^^  ^-^^  f^^^  ^^   to  provide  for  the  expediting 
of  the  cxoloratioii  and  de\  .-i  ,^,,.,„,,^,  ^j.  ^^^   Qr-3  _  f^   pj.^t  of  the  policy,  as 
stated  in  the  OCS  LkA   197;-. ,  i ..  ,|,^^  ^j^^  qq3  ^g  ^  vital  national  resource 
reserve  which  should  be  ny;.\,.   .vy.,  i  |  ;,bic  for  expeditious  and  orderly  development, 
subject  to  eciviroiuiental  ■  a1. •;•,,. ,,-,1-,  in  a  manner  consistent  with  the  mainte- 
nance  of  ccopetition  and  .-,1,,..^  ,,;,iional  needs.   Further,  the  policy  also 
declares  that  operation  2:--  ;;:,..  (,(■<.  gfjo^ld  be  conducted  in  a  safe  ir.anner  by 
well-trainsd  personnel  uv  .  ■^ ,,  t.-,  i,„o;iogy  ^  precautions  and  techniques  sufficient 
to  prcve.':t  cr  .^iniaize  th.r  \  :>,-]  iUootfoi   blowouts,  loss  of  veil  control, 
fires,  spillsges,  physic.=  :  .-^h-.i,  „cLions  to  other  uses  of  the  waters  and  seabed 
or  other  crcurrences  vhic'  .,,,_,y   i  .uise  dainajpto  the  environtaent  or  to  property 
or  endanger  life  or  liealt  ■    Kc-.;  ronniantany  safe  and  expeditious  exploration 
and  devel:v.-ir.t  of  the  C~   -,,.,11  ,,.q.|ire  a  high  degree  of  cooperation  on  every- 
one's part  ':.---   there  a.-;.-  -  :.  ^,,  ,,..  ^^   recognition  of  this  problem  area.  V& 

believe  incorporation  01  .>.,•;,,.  ditions  into  the  purpose  and  authorities 

section  vru^d  help  to  cc:  .  ,,,\    r.;:i  rictive  language  in  the  regulations  and 
lu^necess^rily  restrictive  ord.-,,.  „„  -^he  part  of  the  Director. 

No  effective  di.,--  f,,,    u.^.^^   regulations  is  provided.   It 
is  recorjr.ended  .  >,„,  n,,.,.^   regulations  becose  effective 
thirty  days  r.fl  .  p:il.  1  i  intion  of  regulations  in  final 
forrri.   It  is  '-!"  .■.i-r,,,.,],)^  ^^^   creates  complications  to 
publish  regula:  ■.,-„:,  ;„    f^^^-^    ^^j^   \vhich  bear  an  effective 
d^te  that  has  .i  \  ;<-;,,;y  ,,,.,,;sed,  as  was  recently  done  by  the 
uuited  States  C-,--,.,:;t.  (;„,,.^  on'liarch  19,  1979. 

Ai  vritten,  ?2;  .•  .  )  ,.\,„^^.,^   that  these  rules  and  regulations 
i;-ly  as  of  thr.r  .-.'liiive  date  to  all  operations  conducted 
r-der  a  lease  1  ■•  :.„,:-;  .,,.  maintained  under  the  provisions  of 
the  act.   Alth;:  .oh  1^1,,.,  Japguage  is  similar  to  that 
contained  in  t':.  .     \,  .,■,,.    lorins,  it  is  broader  in  that  retro- 
i.-.;vity  of  re,;  -,.,,, ,,,,.  j,,,,,^'.  tl'.c  tcrnr.  of  the  leases  are 
,i-_it:-0  to  reg.   ,•,,,,„.  ,  (.ncerning  prevention  of  waste  and 
coi.strvatiou  o\  n.iii.r.ii  jc'.ources  of  the  Outer  Continental 
Shelf  and  tl.c  p  ..1. •,,,„,  of  correlative  rights.   Therefore, 
portions  of  30  ,:;  1;  >._,,  i„iy  not  have  retro:;ctive  effect 
under  the  provi  .  ,.,,..,  ,,|  |,-.-i..,_.s  in  existence.   This  natter 
is  discussed  fu.  ,ii-,  v/|ih  regard  to  ineasurcircnt  of  produc- 
tion and  cociput  ;  , ,,.  ,,,  ,oyaltics  (fj250.60  through  §21^0.69). 
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S250.2  Ocf initions 

(e)  "Coriolativ;-  Rights"  -  Replace  proposed  definition  with  the  folIo\;in2: 
"\^'hen  used  v.-ith  respect  to  Lessees  of  adjacent  tracts  means  the 
riglit  of  each  Lessee  or  Operator  to  produce  without  waste  his  just 
and  equitable  share  of  oil  or  natural  gas,  or  both,  fro.in  a  coirsoon 
source." 

Rationale  -  This  def-inition  tracks  OCS  Gulf  of  Mexico  Order  Ko.  11 
upon  which  numerous  L'SGS  interpretive  decisions  liave  been  issued. 
Reference  to  "the  right. . .to  drill  for"  has  been  removed,  in  order 
to  eliminate  con<"usion  which  miglit  develop  over  drilling  unnecessary 
wells. 

(f)  "Development"  -  Rewove  "which  take  place  following  discovery  of 
rsinerals  in  paying  quantities"  in  Lines  2,  3,  and  4,  and  reraove 
"directly  relatii"'  in  Lines  6  and  7. 

J.rtionale  -  Dir^rcvary  of  minerals  in  paying  quantities  is  not  a 
•  prerequisite  of  "irvslopmsnt"  in  OCS  Gulf  of  Mexico  Order  No.  A,  and 
c.y  add  only  r.'..;.-  zna   expense  in  a  developraent  plan.   l!o  basis  for 
i-pport  facilities  to  those  directly  related. 

(i)   "Irillins  Cbir.  ^.ms"  -  After  "including"  in  Line  2,  add  "but  not 
1  — ited  to,". 

?itio.-;ale  -  C&nsi:-teacy  in  terns.   See  (f)  "Develop.tient"  Line  ';. 

(j)   "Zxploratioo"  -  .•^fter  "minerals"  in  Line  7,  add  "and  to  suggest  or 
define  geologicil  structures."  After  word  "drilling"  in  Line  10, 
add  "and/or  jrciuction  testing." 

R-='.io3ale  -  "^fining  geological  structures  is  a  principal  e:rplora- 
ticr.  activity  vhich  should  be  included  in  the  definition  of 
e::-loraticn.   Production  testing  of  a  well  ought  to  be  considered  as 
a  5'jpT5ltr:£at>l  eiriloratory  activity,  if  an  operator  chooses. 

(13)  '"-'.-zring   Gffic?-"  -   Remove  "an  employee  of  the  Geological  Survey"  in 
--•-„_  ■>    .,.>  2 

KLtionale  -  S'-ptlying  a  Hearing  Officer  from  the  same  agency  that  i.- 
concerned  wit.':  investigation  and  prosecution  of  penalties  violates 
ir-.-jrrtiality  ar.f  due  process  which  should  be  found  in  a  )tearing 
Officer. 

(o)  "Kr.ovingly  and  Willfully"  -  Definition  out  to  be  omitted  in  its 
entirety. 

Rationale  -  This  definition  is  only  applicable  to  criminal  penalties, 
which  is  beyond  the  scope  of  the  USGS.   Any  determination  under 
"knowingly  and  '.;illfully"  should  be  made  solely  by  the  Department  of 
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Justice,  and  should  be  subject  to  pi'cscntly  existing  judicial 
interpretations. 

(cc)  "Well  Reworking  Operations"  -  After  "include"  in  Lines  5  and  6,  add 
"but  are  not  limited  to."  Remove  words  "and  the  physical  penetra- 
tion of  iormations  to  relocate  the  bore  hole"  in  Lines  7,  8,  and  9. 

Rationale  -  Examples  shovn  should  be  included,  but  dciinitiori  should 
not  be  limited  to  fhem.   Reference  to  pliysical  penetration  of  for/sa- 
tion  to  relocate  a  bore  hole  refer  to  sidetrack  redrills  of  an 
existing  \'ell,  which  are  actually  new  wells  and  not  rev.'orking 
operations.   This  approach  is  consistent  with  the  Natural  Gas  Policj' 
Act. 

§250.12  Suspension  of  Operations  and  Lease  Cancellation 

Part  (a)  deals  with  the  suspension  of  operations  at  the  request  by 
tlie  lessE£  to  facilitate  proper  developnsent  of  a  lease  or  to  allo;j  for  the 
contructi?r:  or  negotiation  for  use  of  transportation  facilities  and  states 
"...the  rirector  may,  if  it  is  deternined  to  be  in  the  national  interest, 

approve  the  request  of  tr.r  Isssie "   The  OCS  L.AA  197G  uses  the  vord  "shall" 

instead  c:    "Day"  and  V:>  Irlisve  the  regulations  should  use  "siiall." 

Part  (a)(i)  l  :::':.-   to  be  rewritten  so  as  to  facilitate 
■proper  exr-lorat:  ozi  and  development  of  the  lease.   This 
addition  voulo  contribute  greater  flexibility  to  the 
Director's  o:3tion  to  suspend  operations. 

Part  (b)  ought  to  be  rewritten  so  as  to  provide  that  any 
suspsndad  perr^it  or  lease  shall  be  extended  by  an  equiva- 
lent period  tr>  that  period  of  suspension,  except  in  cases 
cf  gross  ::2tli0=i:ce  or  willful  violation.   This  would 
.-icg  Part  (.~?"iri  line  with  §5(a)(])  of  the  Act. 

Part  (c)(2)  '.'czht   to  be  re-..'ritten  so  as  to  provide  that 
cuspensicn  by  the  Director  for  nonco:npliance  v;ill  not  take 
j.Iace  until  .-f^sr  written  notice  of  such  iiODco;npliance 
''er.d  e>r?irar,ic.3  of  a  reasonable  period  allowed  for  correc- 
tive aztion.  ■   Tiie  purpose  of  this  part  is  to  obtain 
zcroliaLCi,  anc  a  period  for  corrective  action  is  in  line 
vith  §2A(b)  of  the  A.-3ei)ded  Act.   Such  a  procedure  is 
equitable  is  viev  of  the  piuiitive  nature  of  suspension. 

?::rt  (d)(2)(i:)  provides  that  by  use  of  tlie  5t\>dy  provided  for  in 
prcccujir.^  ;;aragr^rh,  thi  Director  shall  submit  a  report  to  the  Secretary.   The 
report  i:.  to  coztai-  the  extent  of  the  danage  or  threat  and  recommended  initiga- 
tioa  t:ea;ures.   On  this  basis  and  other  evidence  dccracd  relevant  by  tlie 
Secretary,  the  Secretary  shall  require  the  lessee  to  take  appropriate  nitiga- 
tion  neai.ures  as  the  condition  for  rosuniption  of  operations.   This  inay  include 
a  i;eu  or  amended  exploration  or  develop::;fnt  and  prod\iction  plans  (also  an  EIR 
or  an  EIS) .   The  paragraph  also  states  that  the  Secretary,  "...will  balance 


408 


tlic  costs  of  the  Hii tigatioi!  measures  against  the  reduction  or  potential 
reduction. ..." 

Ve  rccom^nend  this  paragraph  sho>ild  coirjnence  vith  wording  to  the 
effect  that  upon  failure  of  the  Director  and  the  lessee  to  agree  upon  required 
mitig.-tion  rieasures,  tlic  Director's  report  to  the  Secretary  shall  also  include 
rcco-~rnoatio.TS  of  the  lessee  r.nd  should  also  specifically  provide  for  the 
holding  of  hearings  in  the  providing  of  basis  for  the  Secretary's  decision. 


reduction  outweigh  the  cost  of  the  required  mitigation  Qsasures.   Part  (d)(2) 
(iii)  provides  that  if  the  lessee  cannot  comply  with  raitigation  measures 
required  above  or  if  the  Secretary  "determines"  that  adequate  protection  will 
not  be  provided  by  the  mitigation  measures,  the  Secretary  may  leave  the  suspen- 
sion ir;  effect.   Ve  reco-osnd  replacenent  of  "determine"  with  "demonstrates." 

Fart  (a)(l)(ii)  provides  the  Secretary  may  tercinate 
suspension  and  cancel  the  lease  upon  mere  determination 
that  the  threat  or  dariage  v;ill  not  disappear  or  decrease 
to  aa  acceptal-i ?  extent  within  a  reasonable  period  of 
tin:;,  and  the  sf vantages  of  cancellation  outweigh  tlie 
at'ivantage.'^  of  -Jr.tiouing  the  lease.   This  provision  ought 
t-  be  rewritr-;-  t;  require  a  hearing  prior  to  the 
Secretary's  ieiir- ination,  in  order  to  give  the  Secretary 
the  benefit  of  l-:;,see's  kriouledge  of  the  situation  prior 
to  hi.^  ruling.   iu  view  of  the  punitive  nature  of  this 
finding,  lack  of  hearing  violates  lessee's  due  process. 

Ve  also  reco.isend   replacement  of  the  word  "determines"  vith  the 
word  "decon.'itrates."  Part  (e)(3)  provides  that  cancellation  under  tliis  section 
can  only  occur  after  operation  or  activity  under  the  lease  or  psrrait  have  been 
under  conti::.:ous.  suspension  for  5  years  or  for  a  lesser  period  upon  the  request 
of  the-  lessr:--  inC  that  the  lessee  is  entitled  to  cocpens.^ticn  as  provided. 
This  p.-:rag-i~h  is  confused  by  the  state^ient  "...either  for  a  continuous  period 
of  5  years,  r^r  for  a  leyser  periof  of  time  upon  the  request  of  the  lessee  if 
the  Secrel:ry  determines  that  cancellation  of  the  lease  is  in  the  national 
intcre.-.t.  .  ."   By  the  CCS  LPA   1978,  the  operation  or  activity  under  the  ]ease 
or  permit  -;;•_■  be  suspended,  (A)  at  the  request  of  the  lessee,  in  the  national 
interest,  ;.g  facilitate  proper  development  of  a  lease  or  to  allow  for  the 
construction  or  negotiation  for  use  of  transportation  facilities  or  (E)  if 
th;re  is  l    threat  of  serious,  irreparable,  or  irr^inediate  harm  or  damage  to 
life,  tt  :   I-'urth.er  the  I:::-   jirovlder.  that  cancellation  nny  only  occur  after 
the  susp-ir-.r::.n  has  been  in  continuous  effect  for  5  years  or  for  a  lesser 
period  up:r:  the  request  of  the  lessee.   Thus  by  law,  the  granting  of  a  suspen- 
sion of  or.;ration  or  activity  upon  request  by  t)i:-  lessee  must  be  in  the 
nnlional  interest.   )Io  such  condition  is  required  for  cancellation  of  lease  or 
permit  upon  request  of  the  lessee.   V/e  reco:'miend  deletion  of  the  words  "...if 
tlie  Secretary  determines  that  cancellation  of  the  lease  is  in  the  national 
interest . " 
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Part  (f)  provides  that  if  the  Secretary  determines  that  any  activity 
proposed  under  an  exploration  plan  ^;ould  prohably  cause  serious  harm  or  dr.ma^e 
to  life  (including  fish  and  other  aquatic  life)  etc.,  and  tljat  such  activity 
cannot  be  nodificd  so  as  to  avoid  such  conditions,  the  Secretary  may  cancel 
the  lo3se  and  the  lessee  is  entitled  to  cor.ipensation  as  provided  in  the  Act. 
V'e  rccc-jj;end  that  the  requirements  on  the  Secretary  be  incre?.;.ed  by  substitu- 
tion of  the  vord  "demonstrates"  for  "deterinines"  and  deletion  of  the  v;ord 
"pi-obal'ly."  lIo\;ever,  it  should  be  noted  that  wording  of  this  part  of  the 
regulations  coincides  ^Jith  the  wording  contained  in  the  OCS  LAA  197S  and  has 
not  been  delegated  to  the  Director. 

Part  (g)(1)  provdes  for  cancellation  for  failure  to  submit 
a  developinent  and  production  plan  pursuant  to  30  CFR 
250.34-2.   That  provision  is  based  on  §25  of  the  Act,  and 
is  not  applicable  to  the  mature  areas  of  the  Gulf  of 
Nc-xico.   This  exeription  ought  to  be  specifically  aentioned 
ir.  this  part.   Further,  the  reference  to  250.34-2  ou^ht  to 
cctually  read  2i0 .34-2(c) ,  v;hich  is  the  only  part  of 
153.34-2  which  sdiresses  when  a  plan  can  be  denianded  by 
tj;  Director.   2;-eeific  reference  to  subpart  (c)  uill 
2iT.it  such  derr:.-  to  those  situations  \;here  the  tract  or 
2. •' joining  tracti  >.:ve  oil  or  gas  discovered  in  paying 
qusntities . 

?:-rt  (g)(2)  sicul-r.  also  be  rewritten  so  as  to  specify  the 
txeDption  E.^ki-g  it  inapplicable  to  tlie  nature  areas  of 
the  Gulf  of  MeAico.   Finally,  cancellation  of  the  lease 
c-jgbt  to  be  linited  to  those  situations  where  the  Director 
can  demonstrate  such  noncompliance  with  the  approved  plan 
vould  result  in  vaste  of  oil  or  natural  gas  as  defined  in 
250.2(bb),  and  tbst  such  noncoaipliance  also  fails  to 
sjtisfy  25G.27.  "-■rll  Spacing.   Unless  this  language  is 
i-zisi,    oper'.t"r:  vill  be  required  to  file  amended  plan  of 
CiTslop^ier.t  LO  stop  developing  a  lease,  as  veil  as  to 
Etsrt  develc-i.-.^  one.   It  is  submitted  such  additional 
i::r;?uage  is  consistent  with  the  purposes  of  this  part,  and 
viil  clarify  tzr.   bssis  for  the  Director's  deterniination. 

r.-.rt  (g)(4;  in-.luding  (i),  (ii),  and  (iii)  prescribes  cancellations 
and  conp;2srtion  czizi'iic:.3    for  the  special  case  when  a  development  and  produc- 
tion plan  is  not  approvei  for  a  lease  issued  before  approval  of  a  state  coastal 
zone  aanagi-.-ent  progras  but  which  program  is  approved  after  the  lesee  has 
Eubraittcd  2  developnient  and  production  plan  and  the  reason  for  disapproval  is 
failure  to  cbtair.  St.-^te  cc.r.cu.rrcncc  or  if  the  Secretary  duternines  there  are 
exceptional  geologic  crr-:itions,  exceptional  resource  values,  or  other  excep- 
tional cir  :u.-.- tances  vher-j  iirn]  c;.ncntation  of  the  plan  \;ould  probably  cause 
Ecrious  L.^rn  or  dnci-'ige  to  life,  etc.,  and  that  the  threat. of  harci  or  damage 
will  not  disappear  or  decrca.'-.e  to  an  acceptable  extent,  ctc-.-- 

(i)   The  Eusp  asion  may  continue  for  as  long  as  five  years  with  due 

extension  of  the  lease,  but  at  any  time  the  lessee  may  reapply  for 
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approval  of  the  sn:Tie  or  modified  pl;in  nnd  the  Director  r.xist  act  in 
accordance  with  30  CFI^  250.3''(-2(b)  through  (h).  . 

(ii)   After  5  years  or  earlier  at  the  request  of  the  lessee  and  approval 
by  the  Director,  if  tlie  Director  has  not  approved  a  plan,  the 
Secretary  shall  cancel  the  lease  and  tlie  lessee  shall  be  entitled  to 
co.i;pensation. 

(iii)   The  Secretary  nay  at  nny  time  during  the  5  year  suspension  period 
described  in  (i)  above  require  the  lessee  to  subnit  a  developnient 
and  production  plan  for  approval,  disapproval  or  modification. 
Failure  of  the  lessee  to  comply  expeditiously  shall  cause  the 
Secretary  to  find  the  lessee  has  not  been  prorript  and  efficient  in 
•p'-rsuing  obligations  under  the  lease.   The  Secretary  shall  im~.edi- 
ately  cc!iiraence  procedures  to  cancel  the  lease  and  the  lessee  shall 
not  be  entitled  to  compensation. 

We  reco.Tjnsr.'d  substitution  of  the  word  "demonstrates"  for  the  word  "determines" 
in  the  Giscjr.sion  of  exceptional  conditions. 

§250.15  Drilling  and  Abanc:  a::;nt  of  Veils 

This  part  require."  drilling  in  accordance  with  the  p]an  prescribed 
or  approved  by  the  Directcr.   Ic  also  empowers  the  Director  to  require  the 
plugging  cr  ibandorccsnt  z.-.    ^.zrj   well  which  is  no  longer  used  or  which  the 
Directcr  id:".cr2ines  is  il-   icnger  useful.   Again,  we  recommend  replacement  of 
"deteixiiuii"  with  "deno- Pirates ." 

§250.17  Veil  Spacin.^ 

After  "economically  drilled"  in  Line  8,  add  "the  minimmn  number  of 
wells  necessary  to  prevett  wate  of  oil  and  gas."  One  consideration  of  proper 
well  spacing  by  the  Director  is  to  prevent  the  drilling  unnecessary  wells. 

.  §250.18  Rig:.'-  of  Use  and  Easement 

Part  ('OCl)  as  proposed  o.Tiits  the  ability  of  the  Supervisor 
[Director]  to  issue  to  the  holder  of  a  ."itate  lease,  a  right  of  use  or  easement 
to  construrt  and  maintain  a  pipeline  across  a  federal  lease.   There  is  no 
basis  for  'ii.r  deletion  ia  the  ^Mended  Act,  and  such  a  right  has  practical 
merit  and  ought  to  be  retained  in  the  proposed  regulation. 

§250.30  Lea-::  Terms,  Regi:l£tions ,  Waste,  Damage,  and  Safety 

?i.'t  (b)  req-jires  conduct  of  ojicritions  in  a  I'l-iruier  that  does  not, 
in  the  opi:;:c.n  of  the  Director,  threaten  harm  or  damage  to  life,  etc.,  and 
futlier  requires  the  lessee  to  take  all  necessary  precautions  to  prevent  sucli 
harm  or  darr.age.   We  rccoryjT.cnd  that  "...in  the  opinion  of  the  Director..."  be 
modified  to  require  the  demonstration  by  the  Director  that  the  manner  of 
conduct  of  operations  threatens  harm  or  damage  to  life,  etc.   Further  we 
suggest  replacement  of  the  word  "necessary"  with  "reasonable"  which  we  consider 
to  be  more  in  keeping  with  the  policy  of  the  OCS  lJ\k   1978. 
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§250^3  Drilliag  :r,.  -.J.',  .vlucin;-.  Ohlif.ations 

Part  (a)  :it,:,-  ^ord  "may"  in  Line  2,  rcjnove  "approve  or." 
After  "1.  =  cc"  in  Line  6,  add  "provided  that  suc5i  operations 
are  cons  i  •  '..(;,,;_  ^n}^   sound  economic,  engineering  and 
conscrvot  o;,  praL-tices."  Unless  reference  to  wells 
approved  :■.-.•  lijiertior  is  removed,  an  operator  must  drill 
all  periu.  ■_(•.!  weHs,  even  vhen  Director  vould  not  require 
thpi.n.   A--.il  ion  of  tli'c  phrase  after  the  void  "lease"  sets 
a  stand;..  •.  o  i  rc;:sonahlencss  for  Director's  decision,  m 
lieu  of  ..  ■  \in.',L'finc-d,  arbitrary  determination. 

Part  (c)  vrov-iOcr.  for  the  lessee  to  pay  the  rental  and  amount  on 
value  of  productio..'  diicrmmed  by  the  Director  as  accruing  to  the  lessor  as 
royalty  or  net  proi-  -^  ^harc.   In  addition  to  the  wording  which  appears  to 
require  payment  of  :,ol!,  rental  and  royalty,  this  paragraph  is  redundant  and  we. 
recon-.-end  deletion.   A„  acceptable  version  of  the  requirerrient  of  the  paragraph 
occurs  as  §250. A9  >;vy;,  i  ty .  net  profit  share,  and  rental  pa>T2ents . 

§250. 3?  -Arrtlicatio;-  .  i..^-  p.^rajt  to  Drill  ,_Dee]ggD_,_orjnug_jacl: 

In    (b)(l-   1, -,-.-■.-..  '^The  proposed  plan  for  drilling  other 
veils  fi..  •'  11,0  ::;,-=  platform;  for"  in  Lines  19  through  22. 
This  reo:,  :  n-r^^z^   has  already  been  set  forth  in  §250. 3^  and 
:.;  repei.  ■  ■_ lo.- 

In  (b)(:-"  ,  )>r,cv£  "certified"  in  Lines  2  and  3.   The 
reo-Jire:-..  .  y.i   ,.r  ^  certified  plat  is  unreasonable  in  that 
certain  •  -f.. ,  ir,it.ion  on  the  plat  may  have  been  obtained 
frcn  thi  -^  l-arties,  and  nay  show  intended  actions  rather 
than  fac-  .   Certification  of  such  information  is  unreason- 
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S250.A3  Pollution^  -■J.l '■' ■- s t e  Disposal 

?-rr  (b^:;  ,.-ovides  that  wh'-.n  pollution  occurs  as  a  result  of 
oper.Ttio-s  Iv  cr  c   L.  i,,-,if  of  the  lessee  and  such  pollution  damages  or 
threatens  to  diina;,.  -  ]  ;  f^   ^tc   the  control  and  total  removal  of  the  pollution 
shall  be  ac-rplir.  ...-i  ,,',;,.  expense  of  the  lessee.   Ve  reco>a,.end  deletion  of 
the  word  •total"  ;..  .  b.-j^g  an  unattainable  and  impractical  requirement. 

ti250.AA  h:rr;  Mole   ..j,;,,,,>,02^:nt 

-.i  '^'"  in  Line  3.   Kemove  "profitable  production" 
.:■>■  r.pl;.ce  vJth  "production  in  co:,-i;;erciai 
.■•  Add  "For  purposes  of  this  section,  productive 
..ny  well  that  h.-.s  or  is  now  producing  oil  or 
.  .   ti 
'  in  economic  q\ianL'i  ties  . 

1-.  wells  not  used  is  inappropriate,  f";""^'"  ^   . 
.-.Uynot  used  nay  still  have  utility.    Coi^.ercial 
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qn.-iiititiL-s"  is  a  better  term  than  "prof itn'ble  production." 
Tlic  section  ouglit  to  contain  a  definition  for  productive 
well. 

S250.53  Subsurface  Storage  of  Oil  or  Gas 

In  (c)(2),  after  "c>:pire"  in  Line  10,  add  "according  to 
its  terms."   Soms  existing  leases  provide  that  the  lease 
will  not  expire  during  its  primary  terra  while  the  tract  is 
being  used  only  for  subsurface  storage,  whereas  other 
lease  formD  do  not  have  such  a  provision. 

§§250-60-60  Mcasureincnt  of  Prod'-iction  and  Computation  of  Royal  Ties 

Under  §5  of  the  Act,  the  Secretary  is  authorized  to  ansnd 
rules  and  regulations  when  necessary  to  provide  for  the 
prevention  of  waste  and  conservation  of  natural  resources 
ar.d  the  protection  of  correlative  rights.   These  rules  and 
regulations  are  applicable  to  all  operations  conducted  under - 
a  lease  issued  or  rraintained  under  the  Act.   It  should  also 
be  pointed  out  that  under  the  terms  of  leases  granted  under 
§2  of  the  Act,  retroactive  effect  of  regulations  not  in 
existence  upon  ths  effective  date  of  the  lease  are  limited 
to  those  which  providc'for  the  prevention  of  waste  and 
the  ccnservat i :i.  cf  tbe  natural  resources  of  the  Outer 
JrDtinental  Sr.^li   and  the  protection  of  correlative  rights. 
.It  iB  submitte;  that  the  royalty  provisions  in  Parts  60 
through  69  do  i;rt  relate  to  operations  or  the  prevention  of 
ViSte,  conservation  or  correlative  rights  and  therefore 
cannot  be  retroactively  applied  to  existing  leases. 

§250.63  Quantity  Basis  for  Substances  Extracted  froa  Gas  - 

The  new  definition  of  "net  output"  wakes  a  significant 
c.:-..-2e  in  the  basis  of  calculation  for  royalty  purposes. 
Currently,  net  output  is  defined  as  the  cjuantity  of  each 
6;:';stance  that  the  plant  produces  for  sale.   Under  tl>e 
pr.--tiosed  regulations,  net  output  is  defined  as  quantity  of 
'ti:h  substance  that  the  plant  produces.   There  is  no  expla- 
nation for  this  change  and  clearly  no  statutory  basis  for 
s..:b  a  revision.   In  view  of  the  many  years  of  consistent 
:.-:*.  vrpretation  ^.nd  practice  under  existing  definition,  this 
nev  interpretation  i:;  uncquitalile  and  invalid. 

':'^::.Gtt      Valr.t:  iJ-.r.is  for  Co;,-,;utjng  I.'c.yal tics  - 


Present  regulations  provide  tli.it  the  value  basis  is  the 
cr.tinatcd  reasonable  value  of  the  product.   Only  in  the 
abocncc  of  good  reason  to  tin-  contrary  can  it  be  considered 
the  highest  price  paid  or  offered  at  the  tiwe  of  production 
in  u  fair  and  open  market  for  the  major  portion  of  like 
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quality  producti;  produced  and  sold  from  the  field  or  area 
where  the  lease  Isnds  are  situated.   In  the  proposed  regu- 
lation, however,  the  value  of  production  is  given  as  never 
less  than  the  fair  market  value.   The  previous  test  of 
reasonable  value  is  removed  and  no  provision  i.<;inade  for 
the  lessee  shoving  good  reason  vhy  it  should  not  be  the 
higliest  price  ia  the  field  or  area.   The  concept  of  fair 
market  value  is  found  in  the  Act  only  with  regard  to  the 
sale  of  gas  which  lessor  takes  in  kind,  and  has  no  appli- 
cation to  royalties.   There  is  no  statutory  basis  nor 
Congressional  intent  to  apply  fair  r;;arket  value  to  royalty 
value.   The  injection  of  fair  market  value  at  this  late  date 
is  inconsistent  with  past  practices  in  the  mature  offshore 
areas  and  should  be  removed  fron  proposed  regulations. 

§250.65  Koyaltv  on  Oil  - 

The  present  re^,i-l£;:ion  provides  that  royalty  shall  be  based  ' 
on  oroduction  removed  froo  the  lease  except  in  those  cases 
vhere  the  Supervisor  requires  royalty  based  on  actual 
"reduction.   Thf  j_-posed  revision  provides  for  an  oil 
rc:""ilty  which  :.;'  '^  e  based  on  production  as  products 
re.-.oved  fros  tnt  IriS.-;  or  the  Director  may  require 
-.-  -Ity  to  \>s  'r:.s'   on  actual  Eonthly  production,  includ- 
1;   products  isniining  on  the  lease.',  area.   The  new  regu- 
iiLion  raises  thi  question  of  whether  royalty  on  oil  can 
bi  placed  on  lease  fuel.   This  question,  and  the  question 
cf  whether  the  Act  requires  payment  of  royalty  on  oil 
unavoidably  lost  or  used  is  currently  before  the  federal 
courts.   Because  the  Amended  Act  did  not  change  the 
Secretary's  autlrrity  in  any  way,  such  a  proposed  change 
ii  in^ppropriilr  in  view  of  the  pending  litigation  and  in 
e:--:;s3  of  Et::;nT.;ry  authority. 

S150.S5  F.:.val-y  on   Unprocessed  Gas  - 

i'ni-j  expansicn  i-^  similar  to  that  in  §250.65,  except  that 
it  -equiris  rc"  Itv  on  unprocessed  gas  where  the  gas  is 
f.^Lf  vitbcut  l:  ;■  •.-•ising  for  recovery  of  constituent  products. 
T:.  -  is3'-;e  of  viethsr  royalty  is  due  on  gas  vented,  flared, 
iinivoidably  lost  cr  used  on  the  lease  is  presently  pending 
ill  the  federal  courts,  as  mentioned  above,  and  this  pro- 
posal is  inapprcpriate  and  in  excess  of  statutory  authority. 
r-.-.y-J.-.fr ,    the  -o.-c-vi  sion  that  value  of  nnprocorsed  gas  shall 
EM  bo-  leys  tbi.;  liiat  which  accrues  by  computing  the  royalty 
en  both  the  process  gas  and  the  constituent  products  is 
calculated  to  force  lessee  to  pay  royalty  on.thevalue  of  . 
the  entrained  liquids  even  though  lie  receives. fRc  lo-..-£r-.._ 
price  in  the  sale  of  wet  stream  gas.   A  similar  attempt 
to  collect  royalty  under  t!iis  co.-putation  was  made  under 
Culf  of  Mexico  KTL  78-1,  which  was  recently  struck  do'..-ii 
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by  the  Director.   It  is  r-ubraittcd  that  nothinj  i"  the  OCS 
Lands  Act  Amendment  of  1978  addresses  itself  to  this  issue, 
and  the  proposed  regulation  is  without  statutory  authority 
and  inappropriate  in  view  of  the  reversal  under  KTL  78-1. 

§250.67  Royalty  on  Processed  Gas  -  '  • 

This  provision  could  be  better  written  if  "reasonable 
allowances"  for  processing  expenses  were  specifically 
identified  and  defined.   The  existing  provision  that 
such  reasonable  allowances  can  be  increased  over  the 
specified  minimum  if  such  an  increase  is  in  the  interest 
of  conservation  is  more  appropriate  than  tlu-  proposed 
limitation  on  increase  to  that  in  the  national  interest. 

§§250.80-83  P.c-oiedies  and  Penalties 

§250.80  is  so  lengthy  and  contains  such  seesiingly  contra- 
dictory procedures,  as  in  Parts  (a),  (c)  and  (r)  tliat  it 
is  unclear  when  the  various  procedures  are  applicable. 
Basically,  the  provisions  of  Part  (r)  seem  more  adequate 
■dzi   better  protect  the  rights  of  the  accusc-d  than  do 
Pcrts  (a)  and  (c) .   In  view  of  the  inability  to  convey 
proper  procedure  for  civil  penalty,  it  is  submitted  that 
Vni' entire  seciii:;  oujht  to  be  rewritten  for  clarification. 
Ir;  Part  (a)  (1,',  ••"e  believe  equity  demands  that  any  report 
cr  complaint  ol  violation  or  failure  to  comply  oade  to  the 
Hearing  Officer  ought  to  be  simultaneously  submitted  to  . 
the  alleged  violster.   This  would  actually  serve  as  an 
aid  to  the  Keari^g  Officer's  investigation  by  giving  him 
the  benefit  of  the  accused's  response,  and  at  the  same 
tine  allow  an  early  opportunity  for  clarification  by 
the  accused.   It  is  submittod  that  such  a  procedure  would 
rrsuit  in  the  etrly  dismissal  of  many  charges. 


ra 


-t  (b)  (1)  concerns  the  appointment  of  the  Hearing  Officer. 
.'.^   written,  this  provision  violates  due  process  in  that  the 
sr!?e  individual  handles  investigation  and  hearing,  in  dup- 
licate capacities  of  judge  and  prosecutor. 

F;rt  (c)  discusses  the  handling  of  violations,  but  it  is 
unclear  just  what  relationship  this  part  bears  with  Part  (r). 


:t  IS  s 


upcested  that  where  notice  is  required,  as  under 


ii. 


i:-(b)  of  the  .'jriendcd  Act,  thi^t  it  be  done  by  rcpistered 
tjil  to  the  2ger.i.  for  ijervicc  of  process  for  corpor.-aions . 
This  would  assure  immediate  attention  of  the  notice  to 
these  responsible  within  the  corporation.   Although  the 
proi>oBed.  regulations  provide  tliirly  days  within  which  to 
take  corrective  action,  the  Amended  Act  provides  for  a 
reasonable  time  for  the  accused  to  take  corrective  action. 
It  is  clear  that  thirty  days  is  not  necessarily  reasonable, 
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depending  upon  the  corrective  ?.ction  to  be  tsken,  and  the 
section  ou^^ht  to  be  rev;rittcn  so  as  to  trace-  the  Amended 
Act. 

Part  (c)  prohibits  a  party  frou  reviewing  material  which 
might  disclose  or  lead  to  the  disclosure  of  the  identity  of 
a  confidential  informant.   Such  a  provision,  and  the  con- 
tcr.iplsted  use  of  confidential  informants,  is  totally  in 
violation  of  the  accused's  Constitutional  right  to  face  the 
accuser  and  conduct  necessary  cross-examination.   It  should 
be  borne  in  mind  that  under  the  /jnended  Act,  the  accused 
facing  possible  civil  penalties  also  has  exposure  to  subse- 
quent criminal  penalties.   Therefore,  the  procedure  in 
assessing  civil  penalties  must  be  done  in  such  a  manner 
as  to  not  violate  the  accused's  rights  under  possible 
subsequent  criminal  charges. 

Part  (j)  (2)  alicvs  the  )learing  Officer  to  accept  unsworn 
tsstimony.   This  violates  the  Adrninistrative  Procedures 
;.rt  and  taints  'ze  validity  of  any  Or.'ler  arising  fro:j  such  - 
£  bearing. 

Pirt  (1)  (1)  r--u.'.res  the  Hearing  Officer's  decision  to  be 
issued  in  writiz-.  bv.t  does  not  provide  that  he  pust  also 
z±t  out  the  fiid_.:ss  and  conclusions  that  were  the  basis 
for  his  decisirz,  including  material  issues  of  lav  and  fact. 

§259.97  J'.-blic  Irspectirz  cf  Records 

Parts  (a)  and  (b)  are  acceptable  as  written  except  for  the 
reference  to  §252.7  as  being  exempt  to  the  protections 
afforded  uzder  these  two  subparts. 

:zr'.    (c)  c-jjzz  '.o   provide  that  where  lessee  can  show  that 
:.riV  of  the  da-3  listed  is  proprietary,  then  it  shall  not 
bs'Tiade  £v=ilibie  for  public  inspection  without  his  consent 
so  lo.ng  as  th?  Isise  remains  in  effect  or  for  such  longer 
.period  of  lizc  if  justified  by  lessee. 
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Shell  Oil  Co., 
Houston,  Tex.,  April  6,  1979. 

Subject:  Comments  on  advanced  notice  of  proposed  rulemaking  to  develop  regula- 
tions implementing  section  21(b)  of  the  Outer  Continental  Shelf  Lands  Act 
Amendments  (OCS  LAA)  regarding  use  of  best  available  and  safest  technology 
(BAST)  in  OCS  oil  and  gas  operations. 

Chief, 

Conservation  Division,  U.S.  Geological  Survey, 

National  Center,  Reston,  Va. 

Dear  Sir:  Shell  Oil  Company  appreciates  the  opportunity  to  comment,  during  the 
early  phase  of  their  development,  on  the  BAST  regulations  proposed  by  the  USGS. 
Because  the  regulations  are  in  the  formative  stage,  Shell's  comments  deal  largely 
with  general  issues,  rather  than  providing  specific  answers  to  the  questions  in  the 
Notice.  The  issues  we  will  address  are: 

The  concern  that  rules  implementing  Section  21(b)  will  usurp  the  conclusions  of 
the  study  mandated  by  Section  21(a). 

The  apparent  lack  of  exemption  for  existing  installations  from  prospective  design 
standards. 

The  USGS  concept  of  "technology-forcing,"  which  fails  to  recognize  the  present 
and  continuing  policy  of  BAST  which  industry  imposes  on  itself,  and 

The  need  for  a  definition  of  BAST  which  confines  the  application  of  regulations  to 
equipment  and  procedures  which  have  a  "significant  effect  on  safety  and  health  on 
the  environment"  as  required  by  legislation. 

Shell  trusts  that  by  commenting  on  these  topics  we  will  provide  appropriate 
guidance  to  the  USGS  so  that  rules  are  developed  which  will  protect  workers  and 
the  environment  but  will  not  create  confusion,  delay,  and  unwarranted  burdens  in 
the  OCS  oil  and  gas  industry. 

Joint  study  under  section  21(a) 

The  Joint  study  prescribed  in  Section  21(a),  to  be  conducted  by  the  Secretaries  of 
Interior  and  Transportation,  would  investigate  "*  *  *  the  adequacy  of  existing 
safety  and  health  regulations  and  of  the  technology,  equipment,  and  techniques 
available  for  the  exploration,  development,  and  production  of  the  minerals  of  the 
Outer  Continental  Shelf  *  *  *."  The  results  would  be  submitted  to  the  President. 
Shell  believes  such  a  study  should  logically  be  the  basis  for  development  of  BAST 
regulations  and  definitions,  rather  than  a  follow  up.  The  conclusions  of  the  study 
would  allow  regulations  to  focus  on  those  areas  where  technological  improvements 
would  be  most  beneficial.  Regulations  adopted  in  the  absence  of  such  information 
may  be  misdirected,  resulting  in  misallocation  of  effort  and  expenditures. 

Distinction  between  new  and  existing  installations 

The  OCS  LAA,  in  both  Section  21(b)  and  again  in  Section  30(b),  draws  a  clear 
distinction  as  to  the  applicability  of  the  BAST  rules,  between  new  construction  and 
existing  facilities. 

Section  21(b)  says  the  Secretaries  "*  *  *  shall  require,  on  all  new  drilling  and 
production  operations  and,  wherever  practicable,  on  existing  operations  the  use  of 
the  best  available  and  safest  technologies  *   *  *." 

Section  30(h)  says  "the  regulations  *  *  *  shall  not  apply  to  any  vessel,  rig, 
platform,  or  other  vehicle  or  structure  built  prior  to  the  date  of  enactment  *  *  *." 

The  regulations  developed  to  implement  Section  21(b)  should  clearly  recognize  the 
difference  between  existing  and  new  OCS  structures  and  their  treatment  under  the 
law. 

Technology-forcing 

The  concept  of  "technology-forcing"  expressed  in  the  USGS  advanced  notice  sug- 
gests to  Shell  that  the  USGS  perceives  a  reluctance  on  the  part  of  industry  to 
develop  and  adopt  improved  OCS  technology.  We  are  convinced  that  this  perception 
is  unwarranted.  The  industry  already  has  strong  incentives  to  constantly  upgrade 
its  ability  to  guard  the  health  and  safety  of  its  workers  and  to  protect  the  OCS 
environment.  Significant  progress  has  been  made,  and  is  continuing,  in  designing, 
evaluating,  and  utilizing  the  best  and  safest  technology  in  oil  and  gas  operations.  In 
the  proposed  regulations  existing  mechanisms  for  this  progress  should  be  taken  into 
account  and  fostered,  and  disincentives  or  obstacles  to  continued  progress  should  be 
avoided. 

Application  and  definition  of  BAST 

A  wide-ranging,  too-broad  application  of  the  BAST  concept  under  proposed  regula- 
tions could  dilute  or  diminish  the  ability  of  the  USGS  and  industry  to  accomplish 
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the  objectives  of  the  legislation.  Regulations  to  implement  BAST  should  exclude 
those  activities  of  OCS  operations  where  changed  technology  would  have  no  effect 
on  health,  safety,  or  the  environment,  or  should  restrict  the  BAST  application  to 
activities  which  involve  true  hazards.  This  can  best  be  done  by  the  use  of  the 
conclusions  of  the  Section  21(a)  study  discussed  earlier,  or  as  the  USGS  suggests, 
through  evaluation  and  analysis  of  data  gathered  from  existing  reporting  systems. 

The  Failure  Inventory  and  Reporting  System  (FIRS)  may  prove  a  valuable  indica- 
tor of  equipment  performance;  however.  Shell  seriously  questions  an  automatic 
assumption  of  its  worth  prior  to  some  reasonable  period  of  evaluation.  It  is  antici- 
pated that  FIRS  may  reflect  other  factors  such  as  proper  installation,  weather, 
maintenance,  and  operating  procedures  as  much  as  it  will  reflect  equipment  design 
and  manufacture. 

Shell  recommends  and  supports  use  of  objective  type  performance  requirements 
as  the  method  of  establishing  BAST.  These  requirements  should  be  set  out  in  the 
form  of  consensus  standards,  recommended  practices,  specifications,  and  guidelines. 

It  is  desirable  at  this  stage  in  the  development  of  BAST  to  fully  define  its 
meaning.  To  this  end,  Shell  proposes  the  definition  set  out  in  Attachment  1.  This 
definition,  although  not  in  conflict  with  the  USGS  proposed  definition,  has  been 
broadened  to  cover  all  four  standards  which  are  considered  when  establishing 
BAST. 

In  summary,  Shell  believes  that  to  be  effective  the  regulations  implementmg  the 
BAST  requirements  of  the  OCS  LAA  must  be  restricted  to  the  specific  intent  of  the 
legislation.  If  the  regulations  overstep  this  mandate  they  may  well  be  counter- 
productive and  wasteful. 

Shell  has  reviewed  the  responses  to  the  USGS  notice  by  the  Offshore  Operators 
Committee  (OOC)  and  the  American  Petroleum  Institute  (API)  and  we  fully  support 
their  comments. 
Sincerely, 

G.  C.  Bankston. 

Attachment. 

Attachment  No.  1 
shell  oil  company  comments  on  "best  available  and  safest  technology 

(BAST)" 

For  purposes  of  regulatory  requirements  under  the  amended  act  Best  Available 
and  Safest  Technology  (BAST)  is  the  technology  to  be  applied  wherever  failure  of 
equipment  would  have  significant  effect  on  safety,  health,  or  the  environment.  It  is 
further  defined  as: 

A.  Existing  technology  which  has  proven  to  be  satisfactory  in  a  given  geographical 
area. 

B.  New  technology  which  has  been  developed  to  replace  existing  technology  that 
has  proven  inadequate  or  inefficient.  Such  new  technology  must  be  capable  of  better 
performance  in  a  given  geographical  area. 

C.  New  technology  which  is  significantly  better  and  which  has  been  developed  to 
meet  requirements  of  a  frontier  area  when  existing  technology  is  inadequate  or 
inefficient  in  that  frontier  area. 

D.  Technology  which  is  an  improvement  or  adaptation  of  existing  technology 
which  has  proven  to  be  satisfactory  in  a  geographical  area  when  such  improvement 
is  not  a  radical  departure  from  the  current  state  of  the  art. 

E.  Experimental  technology  which  is  being  tested  and  utilized  by  the  developer 
and  such  other  industry  users  as  deem  the  experimental  technology  to  have  the 
potential  for  better  performance. 


Exxon  Co.,  U.S.A., 
Houston,  Tex.,  July  31,  1979. 

Hon.  John  M.  Murphy, 

Chairman,  Select  Committee  on  the  Outer  Continental  Shelf,   U.S.  House  of  Repre- 
sentatives, Rayburn  House  Office  Building,  Washington,  D.C. 

Dear  Mr.  Murphy:  Exxon  has  received  your  invitation  to  testify  at  the  hearing 
you  are  holding  August  1,  1979  regarding  the  Five- Year  Leasing  Program  submitted 
to  Congress  by  the  Secretary  of  the  Interior  on  June  18,  1979. 

In  lieu  of  testifying,  Exxon  would  like  for  your  committee  to  utilize  this  letter  and 
its  attachments  as  part  of  the  record  for  this  important  process  of  developing  a  Five- 
Year  Leasing  Program  which  will  be  in  the  best  interest  of  the  nation. 
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Attachment  No.  1  is  a  letter  and  report  sent  to  Mr.  Andrus  on  April  16,  1979  in 
which  we  commented  on  the  Secretary's  schedule  released  March  9,  1979.  This 
letter  and  the  attached  comments  provides  in  considerable  detail  our  thoughts 
regarding  a  proper  schedule. 

Attachment  No.  2  is  a  letter  written  to  Secretary  Andrus  on  July  6,  1979  which 
comments  on  the  revised  schedule  given  to  Congress  on  June  18,  1979. 

Exxon  believes  that  it  is  vitally  important  to  the  security,  as  well  as  the  social 
and  economic  welfare  of  the  nation,  to  rapidly  explore  for  and  develop  the  petro- 
leum resources  of  all  of  the  OCS  areas.  We  believe  that  this  can  be  done  without 
harming  the  environment.  We  continue  to  be  concerned  about  the  complicated, 
slow,  and  cumbersome  processes  we  are  being  asked  to  follow  in  operating  on  the 
OCS.  The  regulations,  orders,  and  permits  under  which  we  operate  tend  to  slow 
operations  down  to  a  greater  degree  than  we  consider  necessary  and  create  a  less 
efficient  operation. 

Very  truly  yours, 

John  L.  Loftis,  Jr. 
Attachments. 

Exxon  Co.,  U.S.A., 
Houston,  Tex.,  April  16,  1979. 

Hon.  Cecil  D.  Andrus, 
Department  of  Interior, 
Washington,  D.C. 

Dear  Secretary  Andrus:  We  have  reviewed  with  great  concern  the  draft  pro- 
posed five-year  Outer  Continental  Shelf  Leasing  Schedule  released  on  March  9.  This 
schedule  is  clearly  not  designed  to  "best  meet  the  national  energy  needs  for  the  five- 
year  period  following  its  approval". 

On  December  4,  1978,  Exxon  Company,  U.S.A.  transmitted  comments  for  consider- 
ation in  preparation  of  the  lease  sale  schedule.  From  our  input  and  the  input  of 
other  companies,  composite  rankings  were  developed  on  the  basis  of  resource  poten- 
tial and  exploration  interest.  Use  of  the  potential  ranking  would  have  been  the  best 
method  for  assuring  that  the  highest  potential  areas  were  leased.  In  addition,  use  of 
the  interest  ranking  would  have  guaranteed  a  high  level  of  participation  in  future 
sales.  A  schedule  which  utilizes  more  of  the  industry  input  would  result  in  a  much 
higher  probability  for  early  development  of  new  reserves  which  the  United  States 
needs. 

The  proposed  schedule  does  not  honor  the  country's  energy  needs.  Too  little 
emphasis  is  placed  on  the  high  potential  areas,  particularly  in  Alaska,  and  too  much 
deference  has  been  given  to  regional  or  state  environmental  concerns. 

The  proposed  schedule  projects  26  sales  over  the  five-year  period.  Nine  of  these 
are  in  the  Gulf  of  Mexico,  a  mature  exploration  province  where  over  5,000  explora- 
tory wells  have  been  drilled.  Certainly  continued  exploration  in  this  area  will  yield 
new  reserves  but  we  cannot  expect  to  find  the  truly  large  reserves  which  this  nation 
so  desperately  needs.  Excluding  the  Gulf  of  Mexico  leaves  17  sales  from  which  the 
large  discoveries  must  come.  Ten  of  these  are  in  basins  which  fall  in  the  bottom  half 
of  the  industry  potential  ranking.  Some  of  the  high  potential  areas  are  not  sched- 
uled until  late  in  the  five-year  period  and  as  a  result  cannot  be  expected  to 
contribute  production  until  the  mid-1990's.  Other  high  potential  areas  are  either 
scheduled  on  a  "contingency"  basis  or  not  at  all.  If  the  schedule  is  to  "best  meet  the 
national  interests",  more  emphasis  must  be  placed  on  resource  potential.  In  particu- 
lar, sales  must  be  held  in  the  Bristol,  St.  George,  and  Navarin  basins.  These  sales 
should  begin  as  early  as  1980  and  progress  from  the  more  moderate  operating 
environment  to  the  more  severe  environment.  A  logical  annual  leasing  sequence  for 
the  Bering  Sea  Shelf,  beginning  in  1980,  would  be  Bristol  Basin,  St.  George,  Navarin 
Basin,  and  Norton  Basin.  Use  of  this  sequence  would  allow  development  of  new 
technology  as  the  severity  of  operating  conditions  increases. 

We  are  also  concerned  about  the  increasing  time  between  call  for  nominations 
and  the  lease  sale.  Efforts  should  be  made  to  reduce  this  time  with  a  realistic  goal 
being  12  to  18  months. 

Attached  you  will  find  a  more  detailed  analysis  of  the  proposed  schedule.  We 
request  that  you  review  our  comments  and  recommendations  carefully.  If  the  indus- 
try is  going  to  find  the  reserves  which  this  nation  needs,  the  sale  schedule  must  be 
revised  to  include  the  high  potential  Alaskan  basins. 
Yours  very  truly 

John  L.  Loftis,  Jr. 

Attachment. 
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Exxon  Co.,  U.S.A. 

COMMENTS   ON   DRAFT   PROPOSED   FIVE-YEAR   OCS   LEASING   SCHEDULE 

On  March  9,  1979,  the  Secretary  of  Interior  released  a  draft  proposed  five-year 
schedule  for  oil  and  gas  leasing  on  the  Outer  Continental  Shelf.  The  schedule 
covered  the  period  March  1980  through  February  1985.  In  his  release,  the  Secretary 
noted  that  the  current  schedule  will  apply  during  1979.  He  also  stated  that  he  hoped 
to  be  able  to  reschedule  North  Atlantic  Sale  42  prior  to  March  1980. 

The  OCS  Lands  Act  Amendments  of  1978  require  the  Secretary  to  prepare  and 
periodically  revise  an  oil  and  gas  leasing  program  which  he  determines  will  "best 
meet  the  national  energy  needs  for  the  five-year  period  following  its  approval  or 
reapproval".  To  assist  in  this  task,  the  Secretary  solicited  from  various  members  of 
the  oil  industry  extensive  data  including  a  ranking  by  potential  of  the  22  subdivi- 
sions of  the  OCS.  Presumably  this  ranking  was  to  aid  in  assuring  that  those  areas 
with  the  higher  potential  would  be  leased  in  a  timely  manner  in  order  to  best  meet 
the  energy  needs  of  the  United  States.  Industry  was  also  requested  to  rank  the  22 
areas  in  order  of  preference  for  availability  for  exploration.  It  was  assumed  that  this 
would  allow  the  Secretary  to  hold  sales  in  those  areas  of  high  interest  to  the 
industry  and  thus  guarantee  a  high  level  of  participation  and  competition,  the 
maximum  returns  to  the  citizens  of  the  United  States,  and  ultimately  the  rapid 
exploration  for  and  the  development  of  new  hydrocarbon  reserves  which  this  coun- 
try so  desperately  need. 

The  proposed  sale  schedule  can  be  divided  into  four  broad  operational  areas; 
Atlantic,  Gulf  of  Mexico,  Pacific,  and  Alaska.  In  three  of  the  areas,  Atlantic,  Gulf  of 
Mexico,  and  Pacific,  the  schedule  gives  good  coverage  to  the  basins  while  properly 
considering  resource  potential  and  should  allow  a  more  rapid  determination  of  the 
areas  which  contain  hydrocarbons.  Also,  there  is  sufficient  time  between  sales  for 
exploration  of  purchased  acreage  and  to  allow  development  of  plans  for  future  sales. 

The  Alaskan  schedule  does  not  concentrate  on  potential.  Instead  activity  is  pri- 
marily concentrated  in  areas  where  some  exploration  has  already  occurred.  Unfor- 
tunately prior  exploration  results  in  these  areas  have  been  negative.  Only  one  high 
potential  basin,  the  Beaufort  Sea,  is  on  the  schedule.  We  encourage  the  DOI  and  the 
state  of  Alaska  to  hold  this  State/Federal  sale  as  scheduled  and  to  not  allow  it  to  be 
delayed.  A  follow-up  sale  in  1983  allows  sufficient  time  for  industry  to  evaluate 
acreage  purchased  in  1979.  Of  the  other  six  sales  (not  including  contingency  sales), 
four  are  in  the  Cook  Inlet,  Gulf  of  Alaska,  and  Kodiak  areas.  The  composite 
industry  ranking  considered  22  basins  and  the  areas  proposed  for  leasing  ranked 
sixteenth,  seventeenth,  and  nineteenth  respectively.  At  least  four  large  sedimentary 
basins  have  been  identified  on  the  vast  Bering  Sea  Shelf  off  western  Alaska.  The 
first  sale  in  this  area  is  scheduled  for  the  Norton  Basin  in  1982.  This  basin  ranked 
ninth  on  the  industry  potential  ranking  and  thirteenth  on  the  USGS  ranking. 
Exxon  classes  the  Norton  Basin  as  having  low  potential.  The  only  other  Bering  Sea 
sale  is  in  the  Navarin  Basin,  ranked  eleventh  by  industry,  and  it  is  not  scheduled 
until  1985.  Exxon  ranks  the  Navarin  as  a  high  potential  basin  and  therefore  believe 
it  should  be  scheduled  earlier.  No  sale  is  scheduled  for  Bristol  Basin,  ranked  sixth 
by  industry,  and  the  fifth  ranked  St.  George  Basin  is  scheduled  as  a  "contingency" 
sale  in  1985. 

The  Alaskan  portion  of  the  lease  sale  schedule  does  not  accomplish  the  Nation's 
objective  of  rapidly  determining  which  of  the  eleven  basins  contain  hydrocarbons 
and  thus  helping  to  better  define  OCS  resource  potential.  Worldwide  frontier  explo- 
ration experience  and  U.S.  experience  to  date  would  indicate  that  exploration  in 
frontier  basins  carries  a  high  degree  of  exploration  risk.  If  the  schedule  excludes 
various  basins,  especially  those  that  industry  feels  have  the  highest  potential,  the 
probability  of  discovering  significant  reserves  and  establishing  sizable  production  is 
greatly  reduced.  The  schedule  should  give  broad  coverage  to  all  basins  with  the 
highest  priority  given  to  early  exploration  in  areas  judged  to  have  the  best  chance 
of  containing  significant  resources. 

Considering  these  key  national  objectives  as  well  as  the  industry  and  Exxon  basin 
rankings,  several  changes  should  be  made  to  the  proposed  schedule  to  greatly 
increase  the  probability  of  adding  major  reserves: 

Schedule  a  1980  in  the  Bristol  Basin. 

Schedule  a  1981  St.  George  sale. 

Move  the  1985  Navarin  sale  forward  to  1982. 

Move  the  Norton  Basin  sale  to  1983  and  schedule  a  second  Bristol  Basin  sale. 

Schedule  a  second  St.  George  sale  in  1984. 

Schedule  a  second  Navarin  sale  in  1985. 
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Combining  these  suggested  changes  with  the  proposed  schedule  for  the  lower  48 
provides  good  coverage  to  all  four  operating  areas  as  well  as  "follow-up"  sales  in 
most  areas.  As  evaluation  of  the  basins  proceeds,  the  need  for  these  subsequent 
sales  can  be  better  determined.  Through  utilization  of  the  nominating  process,  the 
Secretary  can  assess  the  level  of  industry  interest  and  could  cancel  sales  in  areas 
where  the  overall  interest  is  low.  This  type  of  schedule  removes  the  need  for 
"contingency"  sales  and  allows  all  companies  to  plan  on  the  same  basis.  If  areas  are 
scheduled  for  sale,  the  companies  must  evalutate  the  area  in  order  to  prepare 
nominations  and  to  determine  if  they  are  interested  in  the  sale. 

Industry  has  the  capability  to  accommodate  the  level  of  leasing  which  would 
result  from  these  changes.  In  fact,  industry  could  operate  even  more  efficiently  if 
there  is  consistent  leasing  in  each  operating  area. 

The  Department  of  Interior  staff  presented  Secretary  Andrus  five  optional  sched- 
ules. Three  of  these  included  sales  in  the  high  potential  basins  of  St.  George, 
Navarin,  and  Bristol  Bay.  One  included  sales  in  all  three  basins.  It  appears  that  the 
proposed  sale  schedule  was  greatly  influenced  by  comments  from  the  State  of 
Alaska  which  expressed  concern  about  leasing  several  areas,  supposedly  because  of 
environmental  consideration.  The  changes  proposed  by  Exxon  allow  a  logical  pro- 
gression from  a  moderate  operating  environment  to  the  severe  operating  environ- 
ments. This  allows  industry  an  opportunity  to  develop  any  required  improvements 
in  technology  as  the  conditions  become  severe. 

Also,  rather  than  waiting  on  completion  of  environmental  studies  before  recom- 
mending sales,  the  Secretary  should  schedule  the  sale  and  then  dedicate  the  neces- 
sary financial  resources  and  manpower  to  assure  completion  of  environmental  stud- 
ies to  aid  in  designing  appropriate  development  plans. 

The  Secretary  should  develop  a  sale  schedule  that  places  national  interest  above 
state  or  regional  interest  by  reevaluating  the  options  presented  by  his  staff  as  well 
as  Exxon's  suggested  changes.  The  high  potential  Bering  Sea  basins  must  be  includ- 
ed on  the  sale  schedule  to  place  proper  emphasis  on  resource  evaluation. 

The  Department  of  Energy  developed  production  goals  as  their  input  to  the  lease 
sale  development  process.  While  no  direct  comparison  can  be  made  to  the  proposed 
draft  schedule,  the  DOE  analysis  does  show  that  leasing  the  high  potential  Alaskan 
basins  can  have  a  significant  impact  on  future  OCS  production. 

In  most  of  the  frontier  areas,  it  will  require  eight  to  ten  yeuars  from  the  date  of 
sale  until  production  is  realized.  Peak  production  will  require  another  two  to  four 
years.  The  proposed  draft  five-year  leasing  schedule  increases  the  time  between  call 
for  nominations  and  the  actual  sale.  In  addition,  sales  common  to  the  proposed 
schedule  and  the  current  schedule  have  been  delayed  an  average  of  just  over  four 
months.  Efforts  should  be  made  to  reduce  the  time  between  call  for  nominations 
and  the  actual  sale  date  to  a  practical  minimum  of  12  to  18  months.  This  in  turn 
would  allow  the  scheduling  of  frontier  area  sales  at  an  earlier  date  and  would 
improve  the  planning  and  preparation  effort  for  the  lease  sale. 

The  monthly  schedule  for  1980  and  1981  is  very  poorly  structured.  During  1980, 
no  sales  are  scheduled  during  the  first  eight  months  and  then  one  sale  per  month 
for  the  last  four  months  of  the  year.  Only  one  sale  is  scheduled  for  the  first  half  of 
1981  and  this  is  followed  by  five  sales  during  the  last  half  of  the  year.  Industry  and 
government  could  more  efficiently  prepare  for  the  sales  if  they  were  evenly  distrib- 
uted throughout  the  year. 

The  Secretary  should  make  every  effort  to  refrain  from  the  current  practice  of 
deleting  tracts  from  the  sale  area  during  the  latter  part  of  the  pre-sale  process.  This 
practice  not  only  results  in  a  waste  of  manpower  and  money  in  preparing  for  sales 
on  these  tracts,  it  also  frequently  denies  industry  access  to  high  potential  prospects. 
It  is  in  the  national  interest  to  evaluate  as  many  prospects  as  possible  in  a  given 
period  of  time.  Therefore  tracts  should  only  be  deleted  when  it  is  determined  that 
leasing  will  create  a  serious  nondiminishing  threat  to  the  environment  or  national 
security. 

The  nation's  current  dependence  on  foreign  crude  supplies  dictate  that  the  cur- 
rently proposed  OCS  lease  schedule  place  maximum  emphasis  on  early  exploration 
and  development  of  all  OCS  high  potential  basins.  As  stated  previously,  the  pro- 
posed five-year  leasing  schedule  does  not  place  sufficient  emphasis  on  resource 
potential.  The  Secretary  should  develop  a  schedule  which  will  allow  the  industry  to 
determine  which  of  the  basins  are  productive.  It  is  extremely  important  that  high 
potential  basins,  including  those  in  Alaska,  be  included  on  the  five-year  schedule  at 
the  earliest  possible  date. 
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BASIN  RANKING 
5-YEAR  OCS  OIL  AND  GAS  LEASING  PROGRAM 


RESOURCE  POTENTIAL 


INTEREST  IN 
EXPLORATION 


Industry 


1  .  Central  &  West  Gulf 

2.  Beaufort  Sea 

3 .  Santa  Barba  ra 

4.  Mid-Atlantic 

5.  St.  George  Basin 

6 .  Br i  stol  Bas  i  n 

7.  Southern  California 

8.  North  Atlantic 

9.  Norton  Basin 

10.  Chukchi  Sea 

11.  Navarin    Basin 

12.  Central  &  Northern 

California 

13.  Blake  Plateau 

1 4 .  Hope  Basin 

15.  Eastern  Gulf  of  Mexico 

16.  Cook  Inlet 

17.  Gulf  of  Alaska 

18.  South  Atlantic 

19.  Kodiak 

20.  Washington-Oregon 

21.  Southern  Aleutian 

22.  Florida  Straits 


Geological  Survey 
Central  &  West  Gulf 
Chukchi 
Beaufort 
Mid-Atlantic 
St .  George  Basin 
Santa  Barbara 
Eastern  Gulf  of  Alaska 
North  Atlantic 
Cook  Inlet 
Southern  California 
Eastern  Gulf  of  Mexico 

Bristol  Bay  Basin 

Norton 

Navarin 

South  Atlantic 

Northern  California 

Blake  Plateau 

Kod  i  ak 

Hope 

Washi  ngton-Oregon 

Aleutian  Shelf 

Florida  Stra  i  ts 


Industry 


Central  &  West  Gulf 

Santa  Barbara 

Beaufort  Sea 

Bristol  Basin 

North  Atlantic 

Mid-Atlantic 

Central  &  North  California 

Southern  Cal i  f orni  a 

St.  George 

Norton 

Eastern  Gulf 


Navari  n 
Cook  Inlet 
Hope  Basin 
Blake  Plateau 
Gul f  of  Alaska 
Chukchi  Sea 
South  Atlantic 
Was  hi ngton-Oregon 
Florida  Straits 
Kodiak  Shelf 
South  Aleutian 
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EXXON  COMPANY,  U.S.A. 
CCS  RANKING  BY  OIL  AND  GAS  POTENTIAL 


HIGH  POTENTIAL* 

Beaufort  Sea 

Central  &  Western  Gulf 

Mid  Atlantic 

Navari  n  Basin 

North  Atlantic 

Southern  California 

St.  George  Basin 


MEDIUM  POTENTIAL* 

Blake  Plateau 

Bristol  Basin 

Eastern  Gulf  of  Mexico 

Gulf  of  Alaska 

Santa  Barbara  Channel 

South  Atlantic 


LOW  POTENTIAL* 

Central  &  Northern  California 

Chukchi  Sea 

Cook  Inlet 

Florida  Straits 

Hope  Basin 

Kodiak  Shelf 

Norton  Basin 

South  Aleutian  Shelf 

Washington -Oregon 


^Based  on  Risk  Adjusted  Attainable  Potential 


*Areas  of  interest  are  listed  alphabetically  within  three 
major  categories 
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SHELL    OIL    COHPAriY 
OCS    RANKIfIGS    BY    OIL    AND    GAS    POTENTIAL 


VERY    HIGH    POTEliTIAL* 

Beaufort  Sea 
St.  George  Basin 


DOI  NO. 

22 
17 


HIGH  POTENTIAL* 

Blake  Plateau 

Bristol  Basin 

Central  &  Western  Gulf 

Chukchi  Sea 

Navarin  Basin 

Santa  Barbara 


4 
16 

7 
21 
18 

9 


MODERATE  POTENTIAL* 

Eastern  Gulf  of  Mexico 
Mid  Atlantic 
Morton  Basin 
S.  Cal i  f ornia 


6 

2 

19 

8 


LOU  POTENTIAL* 

Central  &  Northern  California 

Cook  Inlet 

Florida  Straits 

Gulf  of  Alaska 

Hope  Basin 

Kodiak  Basin 

North  Atlantic 

South  Aleutian  Shelf 

South  Atlantic 

V/ashington -Oregon 


10 
12 

5 
13 
20 
14 

1 
15 

3 
11 


♦Areas  of  interest  are  listed  alphabetically  within  four 
major  categories. 
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Attachment  No.  2 

Exxon  Co.,  U.S.A., 
Houston,  Tex.,  July  6,  1979. 

Hon.  Cecil  D.  Andrus, 
Department  of  the  Interior, 
Washington,  D.C. 

Dear  Secretary  Andrus:  On  April  16,  1979  I  wrote  expressing  my  concern  about 
the  draft  proposed  five-year  Outer  Continental  Shelf  Leasing  Program  released  on 
March  9.  I  have  now  had  the  opportunity  to  study  the  revised  schedule  submitted  to 
Congress  on  June  8  and  believe  it  has  a  much  higher  probability  for  development  of 
significant  new  reserves.  More  emphasis  has  been  placed  on  areas  which  industry 
viewed  as  high  potential.  Sales  in  these  areas  will  certainly  generate  a  high  level  of 
interest  and  participation. 

I  wish  to  compliment  you  for  the  improvements  in  the  June  draft,  and  urge  you  to 
continue  to  make  improvements  as  you  work  to  finalize  the  schedule.  While  the 
June  draft  does  much  toward  leasing  the  high  potential  Alaskan  basins,  Exxon  feels 
further  acceleration  would  be  in  the  national  interest.  Specifically,  we  would  like  to 
recommend  that  the  December  1980  Kodiak  sale  be  canceled  because  of  a  lack  of 
industry  interest  and  that  the  following  changes  be  made  to  the  schedule  of  sales  in 
the  Bering  Sea  basins: 

Move  the  December  1982  St.  George  sale  forward  to  March  1981. 

Schedule  a  second  St.  George  sale  in  March  1984. 

Enlarge  the  newly  defined  North  Aleutian  Shelf  by  moving  the  northern  bound- 
ary V2  degree  to  57°  North  Latitude. 

Move  the  October  1983  North  Aleutian  Shelf  sale  forward  to  March  1982. 

Schedule  a  second  North  Aleutian  Shelf  sale  in  March  1985. 

Move  the  December  1984  Navarin  Basin  sale  forward  to  March  1983. 

March  sale  dates  are  preferred  since  the  successful  bidder  can  use  the  short 
summer  season  for  tract  clearance  surveys.  He  can  then  complete  his  plans  and 
obtain  the  necessary  permits  during  the  winter  and  be  ready  to  begin  drilling  the 
following  summer. 

The  June  8  draft  did  not  change  the  monthly  schedule  for  1980  and  1981.  In  both 
years,  sales  are  grouped  in  sequential  months  rather  than  being  distributed 
throughout  the  year.  Spreading  the  sales  throughout  the  year  would  allow  both 
industry  and  government  to  more  efficiently  utilize  manpower. 

We  continue  to  be  concerned  about  the  time  between  call  for  nominations  and  the 
lease  sale,  and  urge  you  to  encourage  your  staff  to  seek  methods  for  shortening  this 
time  to  a  practical  minimum. 

The  changes  which  were  made  in  the  June  draft  schedule  are  a  very  important 
and  necessary  step  toward  honoring  this  country's  energy  needs.  We  encourage  you 
to  seek  further  improvements.  Exxon  will  continue  to  cooperate  with  you  in  your 
efforts  to  develop  an  Outer  Continental  Shelf  leasing  program  designed  to  meet  the 
objectives  established  by  OCS  Lands  Act  Amendments  of  1978. 
Yours  very  truly, 

John  L.  Loftis,  Jr. 


American  Petroleum  Institute, 

Washington,  D.C,  July  23,  1979. 

Hon.  Cecil  D.  Andrus, 
Secretary  of  the  Interior, 
Washington,  D.C. 

Dear  Mr.  Secretary:  On  April  12,  1979,  I  wrote  to  you  regarding  some  of  the 
petroleum  industry's  concerns  with  the  draft  of  the  proposed  Outer  Continental 
Shelf  five-year  leasing  program  which  you  submitted  to  the  governors  for  review 
and  comment  on  March  9. 

The  purpose  of  this  letter  is  to  let  you  know  that  the  petroleum  industry,  general- 
ly, is  pleased  with  the  revisions  made  in  that  program  as  it  was  submitted  to  the 
Congress  on  June  18;  it  is  our  hope,  however,  that  further  improvements  will  be 
made  before  the  program  becomes  effective  in  March,  1980. 

We  believe  that  the  public  interest  in  accelerated  development  of  domestic  petro- 
leum resources  will  be  well  served  by  your  decision  to  permit  earlier  exploration  of 
some  of  the  Alaska  OCS  frontier  areas,  particularly  the  North  Aleutian  Shelf. 
However,  we  believe  that  the  national  interest  would  be  served  even  better  if,  in  the 
next  few  weeks,  you  and  your  staff  could  determine  ways  to  bring  onto  the  schedule 
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at  an  earlier  time  any  of  the  frontier  area  sales,  particularly  those  offshore  Western 
Alaska. 

While  the  proposed  acceleration  of  Alaska  frontier  sales  will  have  a  salutary 
effect  upon  OCS  development,  it  is  regrettable  that  the  restructured  program  pro- 
vides for  delays— ranging  from  a  few  months  to  two  years — in  eight  other  frontier 
area  sales,  as  compared  with  the  schedule  issued  in  August  of  1977. 

While  it  is  recognized  that  such  delays  are  caused,  at  least  in  part,  by  statutory 
requirements  for  careful  environmental  considerations  and  consultations  with  state 
and  Federal  officials,  it  is  hoped  that  all  sales  on  the  new  program  will  take  place 
as  close  to  the  scheduled  dates  as  possible.  The  petroleum  industry's  costly  and 
complex  procedures  for  bringing  new  OCS  petroleum  resources  to  market  can  be 
completed  expeditiously  only  if  necessary  planning  to  meet  financial,  equipment, 
and  manpower  requirements  can  be  carried  out  within  a  relatively  constant  time 
frame. 

As  this  new  era  of  OCS  development  gets  under  way,  you  may  rest  assured  that 
the  petroleum  industry  will  cooperate  fully  and  energetically  in  your  program  to 
accelerate  and  enlarge  upon  this  source  of  domestic  energy  supplies. 
Sincerely, 

C.  J.  DiBONA. 

Mr.  Breaux.  For  our  next  panel,  we  are  pleased  to  invite  Ms. 
Hope  Robertson,  who  is  project  director  for  the  Environmental 
Policy  Institute,  and  Ms.  Sarah  Chasis,  who  is  staff  attorney  for 
NRDC.  Ms.  Robertson? 

STATEMENT  OF  A  PANEL  CONSISTING  OF  HOPE  ROBERTSON, 
PROJECT  DIRECTOR,  ENVIRONMENTAL  POLICY  INSTITUTE; 
AND  SARAH  CHASIS,  SENIOR  STAFF  ATTORNEY,  NATURAL 
RESOURCES  DEFENSE  COUNCIL 

Ms.  Robertson.  Thank  you  very  much,  Mr.  Chairman  and  mem- 
bers of  the  committee.  I  appreciate  the  opportunity  to  present  the 
views  of  the  Environmental  Policy  Center  on  the  5-year  leasing 
program  and  some  other  aspects  of  the  OCS  program. 

In  May,  as  you  may  remember,  we  testified  before  this  commit- 
tee concerning  the  impact  of  the  President's  mandate  for  acceler- 
ated leasing  on  the  proposed  5-year  leasing  program  which  had 
been  issued  by  the  Department  of  the  Interior  in  March. 

The  concerns  which  we  expressed  at  that  hearing  unfortunately 
appear  to  have  had  some  basis,  as  exactly  what  we  had  hoped 
would  not  happen,  did.  The  proposed  June  schedule  added  sales  in 
some  of  the  OCS  areas  we  felt  were  most  important  to  stay  out  of 
for  a  while  longer. 

The  sales  of  greatest  concern  to  us  include  some  of  the  frontier 
areas  in  Alaska,  such  as  St.  George  Basin,  North  Aleutian  Shelf, 
Chukchi,  and  the  Navarin  Basin.  However,  as  the  June  schedule  is 
only  a  proposed  one,  we  are  hopeful  that  some  of  our  concerns  will 
be  reflected  in  the  final  version  of  the  schedule. 

There  are  several  alternative  sales  schedules  which  would  satisfy 
some  of  the  concerns  that  we  have  and  that  I  think  industry  has. 
As  I  will  discuss  in  a  moment,  we  are  hoping  that  the  draft  EIS  for 
the  5-year  leasing  program  addresses  some  of  these  alternatives. 

As  I  said,  we  did  support  the  March  schedule,  as  far  as  the  way 
the  Secretary  decided  to  move  into  some  of  the  Alaskan  areas, 
where  basically  what  would  happen  is  that  some  of  the  initial 
planning  efforts  would  be  conducted,  but  there  would  be  no  firm 
commitment  to  holding  a  sale  until  some  future  point. 

The  justification  for  this  approach  was  that  there  were  too  many 
unknowns  in  these  areas  to  make  a  commitment  to  hold  a  sale  at 
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this  time.  Some  industry  representatives  expressed  concern  that 
there  was  no  guarantee  that  environmental  studies  and  other  plan- 
ning steps  would  actually  be  undertaken  without  the  incentive  of  a 
scheduled  sale. 

As  we  said  in  May,  I  do  not  think  that  those  concerns  had  any 
real  basis,  because  Secretary  Andrus,  when  he  says  he  is  going  to 
do  something,  seems  to  stick  to  his  word  on  those  sorts  of  things. 

Unfortunately,  the  schedule  that  was  released  in  June,  as  I  said, 
did  push  us  into  some  of  these  Alaskan  areas,  where  we  felt  we 
should  not  be  going  at  this  time.  What  was  of  interest  to  me  at 
your  July  9  hearing  was  that  Mr.  O'Leary  of  DOE,  if  you  remem- 
ber, stated  that  DOE  did  not  care  where  the  Department  of  the 
Interior  leased,  as  long  as  the  production  goals  were  met,  to  the 
maximum  extent  possible. 

In  other  words,  the  Department  of  the  Interior  could  hold  sales 
in  other  less  controversial  areas,  as  long  as  they  met  the  produc- 
tion goals.  I  would  like  to  suggest  some  alternative  sales,  or  alter- 
natives to  the  present  schedule,  which  I  think  would  at  least  en- 
able us  to  meet  some  of  the  production  goals,  but  not  necessarily 
rush  us  into  some  of  these  more  sensitive  areas  in  Alaska. 

First  of  all,  I  think  the  Department  of  the  Interior  should  ex- 
plore returning  to  the  March  schedule,  as  far  as  some  of  the 
Alaskan  areas,  but  add  additional  sales  in  less  controversial  areas, 
such  as  the  Gulf  of  Mexico  or  southern  California.  At  least  in  these 
OCS  areas,  there  is  more  information  available  concerning  the 
environment,  and  hopefully  we  would  be  able  to  mitigate  any 
possible  impacts  on  the  region  or  the  environment,  and  also  sup- 
posedly we  have  adequate  technology  to  meet  the  physical  condi- 
tions in  these  areas. 

Unfortunately,  I  do  not  feel  as  comfortable  now  as  I  used  to,  in 
light  of  the  PEMEX  oilspill.  Obviously,  the  PEMEX  oilspill  is  some- 
thing that  raises  a  lot  of  concern  for  us,  and  we  are  hoping  that  the 
Merchant  Marine  Committee  will  hold  an  oversight  hearing  of 
some  type  on  what  exactly  has  gone  on  with  the  PEMEX  oilspill. 

Another  alternative  to  the  proposed  schedule  is  simply  an  expan- 
sion of  DOI's  category  of  contingency  sales.  Now,  according  to  the 
Department  of  the  Interior,  contingency  sales  are  basically  a  cush- 
ion in  the  event  that  a  sale  is  canceled  for  some  reason,  such  as  a 
lawsuit,  or  if  new  information  about  potential  hazards,  such  as 
earthquakes,  comes  to  light. 

Now,  the  June  schedule  has  only  one  contingency  sale  involved. 
What  we  feel  would  be  a  good  idea  is  adding  the  possibility  of 
putting  in  several  different  contingency  sales.  All  the  steps  leading 
up  to  holding  a  sale  would  be  completed  for  the  contingency  sale, 
and  if  all  the  other  sales  were  held,  then  you  would  not  have  to  use 
the  contingency  sale.  But,  obviously,  any  planning  for  the  contin- 
gency sale  would  not  be  wasted. 

The  reason  we  feel  this  merits  some  serious  attention  is  that  it 
would  take  a  lot  of  the  pressure  off  of  the  Secretary  of  the  Interior 
to  hold  all  the  sales  in  some  of  the  more  sensitive  areas,  which  do 
not  involve  just  Alaska,  but  perhaps  some  of  the  areas  in  Georges 
Bank  and  other  more  sensitive  areas. 

He  can,  after  examining  the  environmental  studies  and  other 
information,  make  the  decision  then  as  to  whether  or  not  he  should 
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go  forward  with  these  sales.  If  he  decides  not  to,  then  at  least  he 
has  a  contingency  sale  that  he  can  hold  instead,  so  that  there 
would  not  be,  hopefully,  any  drop  in  production  of  oil  and  gas. 

Now,  the  next  point  I  would  like  to  discuss  briefly  is  the  environ- 
mental impact  statement  on  the  5-year  leasing  program.  First  of 
all,  we  are  very  pleased  that  the  Department  of  the  Interior  decid- 
ed to  write  the  EIS  on  this  important  step  in  the  OCS  prograni. 

If  it  is  properly  written,  it  will  represent  a  very  important  deci- 
sionmaking tool.  We  met  with  the  Bureau  of  Land  Management  in 
early  June  to  discuss  some  of  our  concerns  about  what  should  be  in 
the  environmental  impact  statement.  We  also  wrote  to  Secretary 
Andrus  and  outlined  some  of  the  specific  issues  we  felt  must  be 
addressed  in  the  EIS. 

As  the  5-year  leasing  program  is  still  subject  to  change,  the 
sections  in  the  EIS  dealing  with  alternative  sale  options  will  prob- 
ably be  one  of  the  most  important  parts  of  this  document. 

Thorough  examination  of  alternative  sale  schedules,  including 
discussion  of  including  contingency  sales,  et  cetera,  or  substituting 
other  sales  in  the  OCS  for  those  areas  in  Alaska  which  have  been 
added  in  the  June  schedule,  and  other  possibilities,  should  all  be 
examined. 

There  are  other  issues  which  should  also  be  addressed  in  the  EIS. 
One  factor  needing  study  is  the  ability  of  different  sections  of  the 
United  States  to  utilize  OCS  oil  and  gas  production  efficiently. 

I  must  take  exception  to  some  of  the  statements  made  by  Mr. 
O'Leary  at  your  July  9  hearing.  He  stated  that  the  availability  of 
transportation  and  processing  facilities  should  not  be  a  considera- 
tion in  determining  where  OCS  development  should  occur.  I  find 
that  contrary  to  normal  business  sense,  to  promote  development  of 
a  natural  resource  in  an  area  which  may  not  be  temporarily  capa- 
ble of  handling  the  product. 

The  particular  example  that  was  discussed  at  the  hearing  and 
that  has  also  been  mentioned  today  is  the  west  coast  capacity  to 
process  and  market  Alaskan  crude.  In  light  of  all  the  confusion 
over  whether  or  not  a  west  coast  surplus  exists,  it  certainly  should 
be  something  that  is  considered  in  the  EIS,  and  this  holds  true  for 
other  areas  of  the  United  States.  I  think  we  should  make  sure  that 
if  we  are  going  to  promote  OCS  development  in  different  regions, 
that  we  can  efficiently  utilize  the  oil  and  not  have  to  be  forced  to 
end  up  exporting  it. 

Needless  to  say,  we  are  anxiously  awaiting  the  draft  EIS  to  see  if 
the  questions  we  have  raised  very  early  in  the  process  will  be 
addressed.  I  urge  this  committee  to  press  the  Department  of  the 
Interior  to  thoroughly  examine  all  of  the  alternatives  and  other 
issues  in  the  EIS  so  that  it  can  play  a  constructive  role  in  making 
the  final  decisions  on  the  5-year  leasing  program. 

Now,  the  final  area  that  I  would  like  to  briefly  touch  upon  is  the 
OCS  regulations.  Obviously,  the  speed  with  which  OCS  regulations 
are  promulgated  will  certainly  have  an  effect  on  our  reception  to 
holding  any  further  sales.  Fortunately,  at  least  according  to  the 
Department  of  the  Interior  the  day  before  yesterday,  most  of  the 
regulations  will  be  issued  by  the  end  of  August  and  the  first  part  of 
September,  with  a  few  exceptions. 
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However,  work  on  one  of  the  most  important  sections  of  the  new 
law  is  unfortunately  significantly  behind  schedule.  Sometimes  I 
feel  like  a  broken  tape  recorder  on  this  particular  issue.  In  testimo- 
ny before  this  committee  last  December,  I  relayed  a  timetable 
given  to  me  by  DOE  for  completion  of  the  bidding  system  regula- 
tions. What  I  was  told  last  December  was  that  the  draft  regulations 
would  be  out  by  February  of  1979,  and  beyond  that  it  would  take  4 
to  6  months  for  the  rulemaking  process,  and  3  to  4  months  for  the 
industry  to  get  geared  up  to  use  these  systems. 

This  meant,  according  to  DOE,  that  the  regulations  would  be 
ready  7  to  10  months  from  February,  for  use  on  the  first  available 
sale.  Now,  obviously,  the  schedule  slipped  a  little  bit,  because  the 
regulations  still  are  not  out,  and  it  appears  that  it  will  be  at  least 
another  year  or  so  before  we  can  use  these  regulations. 

In  fact,  according  to  my  calculations,  I  believe  that  the  first  sale 
that  we  could  use  the  regulations  on,  at  least  looking  at  the  pro- 
posed June  schedule,  would  be  well  into  1980. 

I  think  it  is  very  important  that  these  regulations  on  the  bidding 
systems  be  issued  as  quickly  as  possible.  There  will  be  some  regula- 
tions issued  supposedly  in  the  next  week  or  so.  These  deal  with  the 
traditional  bonus  bids  and  the  sliding  scale  royalty  systems.  Unfor- 
tunately, things  like  the  profitsharing  system  and  sequential  bid- 
ding are  still  lost  somewhere  in  the  redtape  of  DOE. 

I  urge  that  this  committee  continue  its  efforts  to  push  things 
along  within  the  Department  of  Energy  and  the  Department  of  the 
Interior  so  that  we  can  see  these  regulations  being  issued.  I  think  it 
is  criminal  that  sales  are  continuing  without  the  benefit  of  these 
new  bidding  systems.  It  was  clearly  the  intent  of  Congress  that  the 
Department  of  the  Interior  use  these  new  bidding  systems,  and  yet 
they  are  not  being  used. 

Obviously,  without  these  regulations  coming  out,  the  grounds  for 
lawsuits,  such  as  the  one  brought  in  southern  California,  are  going 
to  continue  to  grow,  and  I  think  there  is  a  better  and  better  chance 
that  future  sales  will  be  stopped  if  the  Federal  Government  does 
not  issue  these  regulations. 

In  conclusion,  we  clearly  recognize  the  need  to  produce  oil  and 
gas  domestically.  But  consistent  with  the  concerns  we  have  ex- 
pressed for  many  years,  we  want  to  make  sure  that  other  equally 
important  resources  are  protected.  We  have  not  spent  years  fight- 
ing for  reforms  in  the  OCS  law  only  to  stand  by  and  watch  environ- 
mental and  consumer  interests  once  again  backed  into  a  corner. 

The  differences  between  the  March  and  June  schedules  definitely 
raise  some  questions  about  the  level  of  consideration  given  certain 
environmental  values.  This,  combined  with  a  seeming  lack  of  com- 
mitment by  both  Energy  and  the  Interior  Department  to  issue 
regulations  on  new  bidding  systems,  or  to  use  existing  ones  cre- 
atively, seems  to  hint  at  almost  a  business  as  usual  approach. 

Although  we  have  applauded  those  efforts  made  by  various  de- 
partments to  implement  many  of  the  provisions  of  the  act,  all  the 
strong  regulations  and  legislative  mandates  in  the  world  are  worth- 
less unless  they  are  complied  with. 

We  hope  that  the  original  inclination  of  Secretary  Andrus  with 
regard  to  the  5-year  leasing  program  will  be  followed,  with 
allowances  for  increased  oil  and  gas  production,  as  we  have  sug- 
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gested  earlier.  A  leasing  program  which  balances  all  the  concerns 
listed  in  the  OCS,  combined  with  the  development  and  use  of  new 
bidding  systems,  should  insure  that  these  publicly  owned  resources 
are  developed  safely  and  with  the  maximum  benefit  to  our  national 
energy  needs.  Thank  you  very  much. 

Mr.  Breaux.  Thank  you  very  much,  Ms.  Robertson.  Next,  we  will 
hear  testimony  from  Ms.  Sarah  Chasis. 

Ms.  Chasis.  Thank  you  very  much,  Mr.  Chairman,  and  other 
members  of  the  committee.  We  appreciate  this  opportunity  to  tes- 
tify. 

The  Interior  Department's  proposed  5-year  leasing  program  must 
be  consistent  with  the  purposes  and  requirements  of  the  OCS 
Lands  Act  amendments.  These  amendments,  of  course,  reflect  not 
only  Congress  concern  for  the  critical  energy  needs  of  this  country, 
but  also  concern  about  the  effects  of  offshore  leasing  on  the  marine 
and  coastal  environments,  and  the  long-term  viability  of  the  renew- 
able resources  of  the  OCS. 

It  is  imperative  that  these  environmental  requirements  be  fully 
and  completely  addressed  in  the  leasing  program.  The  Bay  of  Cam- 
peche  oilspill,  which  is  turning  into  the  largest  oilspill  in  history, 
provides  ample  evidence  of  the  reasons  for  environmental  concern 
about  offshore  drilling. 

One  of  the  things,  Mr.  Chairman,  that  I  have  heard  about  the 
spill  is  that  the  drilling  contractor  for  PEMEX  has  one  of  the  best 
safety  records  in  the  business.  Now,  why,  in  light  of  that,  the 
blowout  occurred,  I  do  not  know.  The  facts  about  this  blowout  need 
to  be  brought  out.  It  would  be  very  beneficial  for  this  committee  to 
consider  undertaking  oversight  hearings  concerning  that  oilspill. 

NRDC  believes  that  the  Department  of  the  Interior's  proposed 
leasing  program  does  not  reflect  adequate  consideration  of  environ- 
mental concerns,  as  mandated  by  the  OCSLA.  We  reached  this 
conclusion  based  on  a  number  of  factors. 

In  the  March  schedule  which  Secretary  Andrus  proposed,  a  num- 
ber of  lease  sales  in  Alaska  were  carefully  deferred  in  certain 
Alaskan  frontier  areas,  in  recognition  of  the  tremendous  value  of 
the  renewable  resources  of  these  areas  and  the  need  to  learn  more 
to  predict  the  potential  adverse  effects  of  oil  and  gas  development. 
As  indicated  earlier,  the  State  of  Alaska  supported  the  delay  in 
these  lease  sales  and  has  expressed  serious  concerns  about  the 
resource  conflicts  which  would  be  posed  by  proceeding  in  these 
areas.  However,  in  the  June  schedule,  a  number  of  these  sales  were 
not  only  moved  up  in  time,  but  were  changed  from  essentially 
contingency  sales  to  regular  sales.   We  object  to  these  changes. 

The  St.  George  Basin  contains  one  of  the  world's  greatest  fisher- 
ies, according  to  the  Interior  Department  itself  The  original  deci- 
sion to  schedule  a  sale  in  this  region  and  another  in  the  Chukchi 
Sea  as  contingency  sales  was  based  on  the  need  for  additional 
information  on  the  environmental  sensitivity  and  marine  produc- 
tivity of  these  areas. 

In  reviewing  the  staff  memorandum  which  accompanied  the  Sec- 
retary of  Interior's  June  schedule,  it  is  stated  that  in  the  St. 
George  Basin,  reconnaissance  information  of  an  environmental  na- 
ture is  only  just  now  being  gathered,  and  that  in  the  Chukchi  Sea, 
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very  little  scientific  work  will  be  accomplished  by  the  end  of  fiscal 
1979. 

So  we  can  see  that  the  information  needs,  which  were  the  basis 
for  the  original  March  schedule,  still  exist.  Yet,  the  Department 
proposes  expediting  these  and  other  Alaskan  sales,  without  ex- 
plaining how  these  information  needs  will  be  satisfied,  or  can  be 
satisfied,  before  the  lease  sales  are  held. 

For  this  reason,  we  believe  that  the  proposed  program  fails  to 
give  due  consideration  to  the  marine  productivity  and  environmen- 
tal sensitivity  of  OCS  regions,  as  specifically  required  by  the  OCS 
amendments,  and  does  not  represent  a  proper  balance  between  the 
potential  for  environmental  damage,  the  potential  for  discovery  of 
oil  and  gas,  and  the  potential  for  adverse  impacts  on  the  coastal 
zone. 

Our  main  concerns  about  the  proposed  schedule  relate  to  Alaska. 
However,  NRDC  has  a  number  of  concerns  relating  to  proposed 
sales  in  other  areas.  These  areas  include  the  mid-Atlantic  and 
North  Atlantic.  We  have  a  lot  of  concerns  about  drilling  at  the 
shelf  break  and  on  the  slope  in  the  mid- Atlantic  region;  that  was  a 
major  issue  which  preceded  the  sale  49  sale.  We  looked  at  that 
question  very  carefully. 

There  is  the  potential  for  serious  sediment  slides  on  the  slope, 
and  in  the  event  of  a  platform  failure,  very  serious  environmental 
consequences  could  result.  Yet,  that  area  appears  to  be  within  the 
region  of  particular  interest  in  the  Secretary's  schedule. 

In  the  North  Atlantic,  there  is  still  a  lot  of  concern,  as  I  am  sure 
you  are  aware,  about  whether,  in  fact,  leasing  can  go  forward 
without  posing  an  unreasonable  risk  to  the  incredibly  productive 
commercial  fishery  of  the  Georges  Bank. 

Nationwide,  we  are  concerned  about  OCS  leasing  close  to  shore 
because  of  the  increased  risk  of  major  and  chronic  oilspills  reach- 
ing valuable  coastal  areas,  such  as  wetlands,  beaches,  and  estu- 
aries. Yet,  as  proposed,  the  regions  in  the  Secretary's  schedule  are 
so  broadly  defined  that  they  abut  the  jurisdiction  of  the  States, 
going  to  the  3-mile  limit. 

That  brings  me  to  another  concern  about  the  proposed  schedule. 
The  OCS  regions  included  in  the  OCS  schedule  are  so  vast  that  it 
becomes  very  difficult  to  evaluate  and  focus  attention  on  specific 
resources  and  problems  in  those  areas. 

I  think  it  would  very  much  help  the  process  if  the  areas  of 
particular  interest  within  those  regions  could  be  delineated  more 
clearly.  For  example.  Interior  is  talking  about  leasing  a  total  0.8 
million  acres  in  the  mid-Atlantic  over  the  next  5  years.  Yet,  the 
mid- Atlantic  region  identified  for  possible  leasing  is  a  staggering  15 
million  acres.  Interior  should  be  able  to  narrow  down  the  regions 
in  the  proposed  schedule  while  still  leaving  flexibility  for  future 
decisions. 

We  raise  our  concerns  about  the  mid-Atlantic  and  the  North 
Atlantic  regions  not  necessarily  to  argue  for  the  deletion  of  these 
areas  now  from  the  proposed  schedule,  but  to  bring  to  the  commit- 
tee's attention,  early  on,  some  of  the  very  substantial  environmen- 
tal risks  we  perceive  to  be  associated  with  leasing  in  these  regions. 

The  Interior  Department  has  stated  that  the  scheduling  of  lease 
sales  in  these  and  other  regions  does  not  mean  that  the  sales,  in 
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fact,  will  take  place,  and  that  once  environmental  studies  and  the 
impact  statement  process  are  completed,  the  decision  could  be  not 
to  hold  the  sale. 

However,  from  past  experience,  we  know  that  once  a  sale  is  on  a 
schedule,  the  Secretary  develops  an  almost  unshakable  commit- 
ment to  going  forward  with  it.  In  view  of  the  very  substantial 
problems,  we  think  it  is  imperative  that  the  Secretary  of  the  Interi- 
or make  a  clear  commitment  to  the  Congress  and  to  the  public  that 
once  the  program  if  finalized,  he  is  not  locked  into  that  schedule, 
and  that  if,  on  examination,  significant  environmental  risks  are 
revealed,  he  will  not  go  forward  with  a  sale. 

There  are  other  concerns  we  have  from  an  environmental  point 
of  view  with  the  proposed  schedule,  one  of  which  is  that  we  fail  to 
see  any  evidence  or  documentation  in  the  Secretary's  program  of 
how  environmental  sensitivity  and  marine  productivity  of  the  var- 
ious regions  has  been  factored  in. 

In  other  words,  there  is  nothing  which  really  explains  the  ration- 
ale for  the  program  selected,  in  light  of  the  eight  statutory  criteria 
contained  in  section  18(a)(2).  For  example,  in  the  Secretary's  letter 
which  accompanied  the  schedule,  there  is  absolutely  no  mention  of 
considerations  of  marine  productivity  or  environmental  sensitivity, 
two  of  the  statutory  criteria. 

There  is  reference  in  the  Secretary's  schedule  to  the  supporting 
staff  memorandum,  but  this  is  not  part  of  the  proposed  program, 
and  the  options  presented  in  that  are  not  the  same  schedule  that 
the  Secretary  has  proposed. 

Moreover,  the  staff  memorandum  itself  does  not  explain  how  the 
various  environmental  considerations  were  weighed  and  balanced 
against  the  resource  potential  considerations  in  reaching  the  pro- 
posed schedule. 

One  portion  of  the  staff  memorandum,  under  tab  6  discusses  the 
questions  of  marine  productivity  and  environmental  sensitivity  of 
the  different  OCS  regions.  Yet  there  is  no  overall  ranking  of  re- 
gions based  on  these  considerations.  In  addition,  we  found  the 
analysis  seriously  defective,  in  that  it  did  not  look  at  important 
fishery  habitats,  valued  fishery  resources  only  in  terms  of  commer- 
cial and  sports  fisheries  landed,  and  ignored  some  important  es- 
tuarine  and  other  coastal  resources  on  the  east  coast. 

We  would  hope  that  in  revising  and  improving  on  the  draft 
program,  the  Secretary  will  make  significant  advances  in  looking 
at  these  factors  and  in  documenting,  in  fact,  how  they  are  used  and 
they  influence  the  schedule  that  is  ultimately  chosen. 

We  are  also  concerned  about  the  proposed  schedule  in  that  the 
leasing  process  for  the  St.  George  Basin  is  to  commence  before  the 
finalization  of  the  5-year  leasing  program  or  the  completion  of  the 
final  impact  statement  on  that  program.  This,  of  course,  is  not  a 
sale  that  was  included  in  the  1977  schedule.  We  question  whether 
this  is  a  proper  step  for  the  Secretary  of  the  Interior  to  take. 

The  issue  raised  this  morning  by  the  two  prior  witnesses  con- 
cerning the  period  between  the  call  for  nominations  and  the  timing 
of  the  sales  themselves  is  one  we  are  very  concerned  about.  We  see 
the  need  for  a  significant  time  period  in  order  to  complete  a  num- 
ber of  important  studies  which  are  set  out  in  the  staff  memoran- 
dum,  including  studies  related  to  geological  hazards  and  living 
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resources  and  the  impacts  of  OCS  development  on  important  com- 
mercial fisheries. 

You  cannot  compress  the  time  period  without  sacrificing  the 
opportunity  for  full  and  fair  consideration  of  environmental  values. 

Included  in  the  proposed  program  is  an  estimate  of  what  project- 
ed needs  are  for  funding  and  staffing  for  the  environmental  studies 
program,  and  this  is  an  area  of  real  concern  to  us,  since  we  believe 
that  effective  implementation  of  the  leasing  program  rests  on  the 
conduct  of  the  environmental  studies  program. 

We  are  pleased  to  see  that  the  schedule  calls  for  the  incorpora- 
tion of  the  results  of  a  number  of  the  environmental  studies  in  the 
environmental  impact  statements.  We  would  like  to  see  more  of 
those  study  results  incorporated  at  the  draft  environmental  impact 
statement  stage,  in  order  to  provide  the  public  with  an  opportunity 
to  comment  on  the  sale  in  light  of  the  information  that  has  been 
brought  out. 

For  example,  some  of  the  very  key  studies  that  are  proposed  on 
geological  hazards  and  living  resources  are  not  to  be  included  until 
the  final  impact  statement  stage. 

We  are  concerned,  of  course,  about  the  effect  of  the  speedup  and 
alteration  of  the  schedule  on  the  availability  of  environmental 
studies  data  in  Alaskan  areas,  such  as  the  St.  George  Basin.  That  is 
something  that  is  not  discussed  in  the  proposed  program,  and 
should  be. 

To  date,  we  believe  there  has  been  inadequate  staffing  of  the 
environmental  studies  program  within  Interior,  and  we  question 
whether  the  proposed  staffing  levels  included  in  the  proposed  pro- 
gram, in  fact,  are  sufficient  to  alleviate  this  problem. 

Another  concern  NRDC  has  is  why  the  level  of  funding  for  the 
environmental  studies  program  should  decrease  over  the  5-year 
period.  It  drops  from  $50  million  in  fiscal  year  1979  to  something 
on  the  order  of  $30  million  in  fiscal  1985.  It  is  not  clear  why,  as  you 
increase  acreage  leased  and  the  amount  of  OCS  activities  occur- 
ring, the  need  for  environmental  studies  should  drop. 

This  is  particularly  true  because  of  the  increasing  recognition 
that  the  studies  are  important  not  only  in  the  prelease  phase,  but 
also  in  the  postlease  phases.  That  was  something  highlighted  in  the 
National  Academy  study  that  was  done  on  the  environmental  stud- 
ies program,  and  in  the  Interior  Department's  own  bluebook  relat- 
ing to  the  environmental  studies  program. 

We  are  pleased  that  the  Department  is  doing  a  programmatic 
impact  statement.  We  think  that  was  the  correct  legal  and  policy 
decision  for  the  Department  to  make.  However,  we  are  concerned 
about  the  timing  of  the  impact  statement  in  relation  to  the  pro- 
gram. 

It  seems  that  these  two  processes  are  somewhat  out  of  synchroni- 
zation, in  that  the  draft  impact  statement  is  coming  out  in  August, 
after  the  issuance  of  the  proposed  program  in  June.  It  rnakes  it 
appear  that  the  environmental  statement,  rather  than  being  part 
of  the  process  for  developing  the  proposed  program,  is  more  of  a 
post  hoc  rationalization. 

We  have  made  a  number  of  comments  to  the  Interior  Depart- 
ment about  what  we  think  should  be  contained  in  that  program- 
matic statement,  and  we  will  continue  to  participate  in  that  proc- 
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ess.  We  do  think  that  it  is  essential  that  the  draft  statement 
contain  an  explanation  of  the  basis  for  the  Secretary's  revision  of 
the  schedule  from  March  until  June,  and  a  detailed  discussion  of 
how  the  program,  as  revised,  reflects  the  appropriate  consideration 
of  the  environmental  concerns  which  the  amendments  call  for. 

Thank  you  very  much  for  this  opportunity  to  testify. 

Mr.  Breaux.  I  thank  both  of  you  ladies  for  your  presentations  to 
the  committee.  In  assessing,  from  an  environmental  standpoint,  the 
pros  and  cons  of  an  aggressive  leasing  program  on  the  OCS  versus 
an  aggressive  imported  oil  program  that  brings  oil  in  tankers  from 
foreign  countries,  what  are  the  balances  between  the  environmen- 
tal problems  associated  with  each?  Is  one  more  dangerous  or  less 
dangerous  than  the  other,  as  far  as  environmental  concerns? 

Ms.  Robertson.  Your  statement  implies  that  we  do  not  care 
what  happens  with  oil  production  in  another  part  of  the  world. 

Mr.  Breaux.  No;  you  missed  the  point  of  the  question.  Let  me 
rephrase  it.  From  the  U.S.  standpoint,  what  are  the  environmental 
problems  associated  with  OCS  development  versus  imported  oil 
from  tankers,  as  regards  our  own  environment?  Is  one  safer,  or  is 
one  more  dangerous  than  the  other,  in  your  opinion? 

Ms.  Robertson.  I  do  not  think  it  is  fair  to  make  a  sweeping 
statement,  one  way  or  another.  I  think  that  in  some  instances, 
some  of  the  foreign-flag  vessels  that  are  used  for  imports  are  not 
properly  manned  or  they  do  not  have  the  right  type  of  equipment 
on  them.  Clearly,  there  are  some  risks  that  we  run  in  using  tank- 
ers, bringing  oil  in  from  the  Middle  East. 

But,  obviously,  if  you  are  talking  about  the  Alaskan  OCS,  as 
mentioned  earlier,  most  of  that  oil,  or  much  of  that  oil  will  not  be 
able  to  hook  into  the  existing  Alaskan  pipeline  and  they  are  going 
to  have  to  do  something,  like  tank  it  out  of  some  very  hazardous 
areas.  That  is  going  to  have  risks,  too. 

Any  of  the  Alaskan  oil,  sooner  or  later,  has  to  be  put  on  tankers 
in  Valdez  and  shipped  to  the  west  coast.  Right  now,  a  small 
amount  is  being  shipped  to  the  Panama  Canal.  Fortunately,  that  is 
on  U.S.— I  will  not  say  fortunately.  It  is  on  U.S.-flag  vessels.  They 
do  not  have  any  better  safety  record;  in  fact,  they  have  a  worse 
safety  record,  right  at  the  moment,  than  foreign-flag  vessels. 

Mr.  Breaux.  U.S.  flags  have  a  worse  safety  record? 

Ms.  Robertson.  Yes,  they  do. 

Mr.  Breaux.  They  have  a  worse  safety  record  than  Liberian-flag 
and  Panamanian-flag  vessels? 

Ms.  Robertson.  Yes.  You  have  to  look  at  the  statistics.  There  is  a 
greater  percentage  of  oil,  worldwide,  carried  on  Liberian,  Panama- 
nian, et  cetera;  more  oil  is  carried  on  foreign-flag  vessels.  A  higher 
percentage  of  oil  is  spilled  from  U.S.  tankers  than  is  spilled  from 
foreign-flag  tankers.  That  is  one  of  the  arguments  we  made  during 
the  so-called  cargo  preference  fight.  This  is  why  we  say  you  cannot 
say  there  is  an  environmental  gain  by  using  U.S.-flag  tankers,  but 
that  is  another  issue. 

At  any  rate,  I  think  it  is  very  difficult  to  say  that  you  have 
certain  gains  by  doing  oil  development  on  our  Outer  Continental 
Shelf  versus  imported  oil.  Maybe  Sarah  has  a  different  response. 

Mr.  Breaux.  Ms.  Chasis? 
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Ms.  Chasis.  I  think  that  there  are  risks  attendant  on  both.  It  has 
been  alleged  that  less  oil  has  been  discharged  from  offshore  oper- 
ations than  from  tanker  traffic,  and  therefore  if  you  can  reduce 
tanker  traffic  by  having  OCS  operations,  you  might  have  a  net 
benefit  in  terms  of  reduced  oil  spills. 

But  the  fact  is  that  we  are  going  into  frontier  areas  further 
offshore,  in  many  instances,  than  most  leasing  that  has  occurred  to 
date.  There  are  serious  questions  about  whether  a  lot  of  the  oil,  if 
found  in  these  wells  can  be  brought  ashore  by  pipeline,  which  is 
the  way  it  is  done  for  the  most  part  in  the  gulf. 

Thus  tanker  traffic,  in  fact,  may  well  be  generated  by  OCS 
development.  This  is  true  in  the  North  Atlantic  and  is  certainly  a 
possibility  in  the  mid-Atlantic,  unless  sizable  discoveries  are  made. 
It  is  ture  in  Alaska,  as  Ms.  Robertson  has  pointed  out.  So  I  think 
there  are  significant  concerns  with  potential  oil  spills  from  offshore 
drilling  as  well  as  from  tankers  carrying  imported  oil. 

Mr.  Breaux.  It  has  been  suggested  that  because  of  the  special 
situation  geographically  and  environmentally  that  Alaska  finds 
itself  in,  that  it  would  be  appropriate  to  allow  for  10  years  as  the 
primary  term  for  a  lease  in  some  of  these  remote  areas  of  the 
Alaskan  OCS.  I  think  they  were  especially  suggesting  the  western 
and  the  northern  areas. 

Do  either  of  you  have  any  comments  on  the  longer  term  for  the 
primary  lease? 

Ms.  Robertson.  Assuming  that  they  meet  due  diligence  require- 
ments, if  due  diligence  requirements  are  ever  promulgated,  I  do  not 
have  problems,  quite  frankly,  with  the  longer  term.  If  it  means  the 
operations  are  going  to  be  safer,  I  do  not  personally  have  a  problem 
with  that.  As  long  as  the  companies  diligently  develop  that  oil,  if 
they  buy  the  lease,  I  do  not  have  a  problem  with  that. 

Mr.  Breaux.  I  guess  the  problem  comes  when  you  do  not  want 
them  to  be  so  diligent  that  they  overlook  any  of  the  environmental 
steps  that  obviously  have  to  be  taken. 

Ms.  Robertson.  Well,  obviously,  that  would  be  part  of  our  posi- 
tion. 

Mr.  Breaux.  Ms.  Chasis? 

Ms.  Chasis.  I  do  not  have  any  objections. 

Mr.  Breaux.  Do  you  have  any  concerns  in  any  specific  areas 
where  your  organizations  might  feel  that  industry's  technology  is 
lacking  in  order  to  safely  operate  in  some  areas  of  Alaska  or  in 
some  of  the  harsher  environmental  areas? 

Ms.  Chasis.  Well,  this  was  something  we  looked  at  very  carefully 
in  the  mid-Atlantic  when  the  sale  49  included  a  number  of  tracks 
at  the  shelf  break  and  on  the  slope.  There  were  reports  from 
NOAA  and  from  private  investigators,  as  well  as  from  the  Interior 
Department  itself  about  the  potential  for  sediment  instability  and 
what  they  call  slumping  in  the  proposed  sale  area. 

It  appears  that  there  is  no  technology  presently  available  to 
safely  site  in  those  areas.  The  argument  that  industry  used  was, 
"Give  us  the  leases  and  we  will  develop  the  technlology."  But  we 
had  real  concerns  about  the  availability  of  adequate  technology  in 
that  area. 

Mr.  Breaux.  Ms.  Robertson,  do  you  have  any  area  that  you 
would  like  to  address? 


435 

Ms.  Robertson.  Yes.  One  of  the  things  that  I  found  kind  of 
curious  came  to  my  attention  in  June.  It  was  one  of  the  Depart- 
ment of  the  Interior's  news  releases.  It  talked  about  the  potential 
for  a  large  earthquake  around  the  Gulf  of  Alaska  and  how  there 
has  been  a  lot  of  information  that  has  been  gathered  only  in  the 
last  few  years.  They  have  just  recently  reached  some  conclusions 
about  the  potential  for  a  massive  earthquake  in  the  Gulf  of  Alaska. 

They  do  not  know,  apparently,  how  far  this  potential  stretches, 
but  apparently  there  is  stress  coming  up  the  Aleutian  chain,  and 
also  stress  from  the  southeastern  portion  of  Alaska,  and  they  are 
expecting  huge  earthquakes  between  those  two  areas. 

I  called  the  earthquake  division  of  USGS  and  said,  "Well,  how  do 
you  think  this  will  impact  some  of  the  sales  in  that  portion  of 
Alaska."  He  said,  "Well,  I  do  not  work  on  OCS,  but  I  would  not 
offer  sales  in  those  areas."  I  think  this  is  something  that  merits 
some  attention. 

This  is  a  classic  example,  to  me,  of  information— and  this  is  not 
strictly  environmental  information— about  possible  hazards  that 
may  come  to  light  with  additional  studies,  which  is  one  of  the 
reasons  we  are  so  concerned  about  Alaska.  I  am  sure  you  can  well 
understand  that  if  there  were  a  massive  earthquake  above  eight  on 
the  Richter  scale,  which  is  what  they  are  speculating  about  some- 
time in  the  next  10  years,  most  rigs  would  not  stand  a  chance. 

I  would  think  that  the  industry  would  be  a  little  bit  concerned 
about  building  pipelines,  let  us  say,  from  offshore  to  gathering 
points  on  land.  There  is  some  clear  cause  for  concern  here.^ 

Mr.  Breaux.  Were  there  areas  that  were  set  out  in  DOI's  release 
that  cover  the  St.  George  and  Bristol  Bay  areas  where  the  sales  are 
proposed? 

Ms.  Robertson.  This  particular  piece  of  information  covers  the 
Gulf  of  Alaska,  so  that  is  south  of  the  area  that  you  are  referring 
to. 

Mr.  Breaux.  We  have  a  Gulf  of  Alaska  sale  that  is  scheduled  for 
1980. 

Ms.  Robertson.  That  is  right.  The  gentleman  that  I  spoke  to  at 
the  earthquake  division  said  that  he  would  not  hold  that  sale,  if  he 
had  anjrthing  to  do  with  it. 

Mr.  Breaux.  What  about  the  EIS  on  that  particular  proposed 
sale;  is  it  addressing  the  potential  earthquake  problems? 

Ms.  Robertson.  It  is  coming  out  this  month,  and  that  is  some- 
thing that  we  are  definitely  going  to  look  at.  I  called  some  people 
at  Interior  to  ask  them  what  efforts  have  been  made  to  respond  to 
this  new  announcement  by  another  division  of  USGS.  They  said, 
"Well,  we  will  have  to  look  into  it." 

Those  are  the  types  of  information  which  will  be  coming  out,  but 
right  now,  there  is  little  information  about  Alaska.  I  think  that  as 
the  years  unfold,  with  all  the  different  studies  that  are  going  on, 
and  not  just  on  fisheries  and  other  ecological  concerns,  but  also  on 
earthquakes  and  other  natural  hazards  in  the  area,  decisions  re- 
garding where  and  how  quickly  to  move  into  frontier  Alaskan 
areas  will  be  better  found.  This  is  why  we  are  rather  concerned 
about  jumping  into  these  areas. 

Mr.  Breaux.  There  is  a  lot  of  discussion,  and  I  do  not  know 
whether  your  particular  organizations  are  involved  in  it,  but  I 
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heard  over  and  over,  when  we  were  considering  the  Alaska  Lands 
Bill,  from  different  environmental  groups  that  we  should  not  be 
going  into  some  of  these  pristine  areas  onshore  because  we  had  all 
this  offshore  area  that  was  so  nice  and  we  should  be  looking  for  oil 
and  gas  and  leasing  these  offshore  areas. 

Are  you  kind  of  telling  me  that  maybe  we  should  not  look  there 
either,  or  we  should  slow  down  on  where  we  are  looking?  We  have 
to  look  somewhere.  The  last  time  I  started  talking  about  this  I  said 
we  ought  to  look  at  some  areas  onshore,  and  everybody  was  saying 
we  ought  to  look  offshore.  Now  that  we  are  trying  to  look  offshore, 
I  am  getting  some  people  that  are  perhaps  suggesting  that  we 
should  not  be  looking  there  either. 

Ms.  Robertson.  I  am  not  saying  that  we  should  never  go  into  the 
Alaskan  OCS,  and  I  never  have.  My  feeling  is,  let  us  not  rush  into 
it  right  at  the  moment,  when  there  are  other  areas  in  the  outer 
continental  shelf  that  we  could  be  going  into  right  now  to  meet 
certain  production  goals. 

I  would  rather  make  sure  that  we  collect  some  of  the  informa- 
tion, such  as  earthquake  potential  and  environmental  data,  look  at 
the  regional  impacts,  so  that  we  can  minimize  any  problems  that 
we  might  have,  whether  it  is  on  the  population  of  the  natives  in 
that  area,  or  whether  it  is  on  the  fisheries. 

Also,  the  other  problem  is  clearly  a  technological  problem.  Now, 
despite  the  fact  that  the  previous  witnesses  said  that  they  had 
dealt  with  ice  floes,  and  so  on,  I  spoke  with  people  when  I  was  up 
in  Alaska  last  summer  who  indicated  that  there  are  obviously  some 
problems  with  drilling  out  in  the  major  ice  floes  when  you  get 
offshore. 

I  do  not  feel  particularly  comfortable  with  the  state  of  the  tech- 
nology for  Alaska's  environment,  at  least  from  what  I  have  been 
told  by  various  people  in  the  industry.  With  a  little  bit  of  lead 
time,  I  have  no  doubt  that  the  industry  can  meet  those  technologi- 
cal challenges.  If  they  suspect  that  there  is  oil  out  there,  they  will 
figure  out  a  way  to  do  it,  but  I  would  rather  wait  until  they  do 
have  the  right  type  of  technology. 

Mr.  Breaux.  Do  either  of  you  have  any  feelings  as  to  whether 
lease  sales  that  are  scheduled  in  areas  that  have  been  nominated 
for  marine  sanctuary  should  not  be  held  until  NOAA  has  made  a 
final  determination  on  those  areas  as  to  whether  they  should  be 
included  in  a  marine  sanctuary  or  not? 

Ms.  Chasis.  I  think  that  it  has  to  be  looked  at  individually,  case- 
by-case.  But  there  are  concerns  about  the  implications  of  holding  a 
lease  sale  for  an  area  which  is  under  serious  consideration  before  it 
has  been  designated,  in  that  the  lessees  obtain  certain  vested  rights 
which  can  be  affected  subsequently  by  the  designation,  but  that 
effect  is  limited.  Therefore,  it  is  an  area  of  concern  to  a  number  of 
environmentalists. 

I  know  this  is  the  case  on  Georges  Bank,  where  the  Interior 
Department  has  scheduled  a  sale  for  October  of  this  year,  and 
there  is  a  nomination  by  commercial  fishermen  and  environmen- 
talists from  that  region  to  have  it  designated  as  a  marine  sanctu- 
ary. 

Mr.  Breaux.  You  said  they  should  be  looked  at  individually. 
With  regard  to  that  individual  case,  do  you  have  any  feelings  as  to 
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whether  the  sale  should  go  ahead,  or  whether  it  should  be  held  in 
abeyance  until  the  decision  is  made  on  the  marine  sanctuary  desig- 
nation? 

Ms.  Chasis.  What  we  have  suggested  is  that  NOAA  and  Interior 
work  together,  particularly  in  light  of  deficiencies  that  have  come 
out  in  the  draft  impact  statement  the  Interior  Department  has 
published  on  this  sale,  and  consider  the  marine  sanctuary  and  the 
sale  together.  That  would  involve  probably  a  few  months'  slippage 
in  the  sale  date;  not  a  significant  one. 

As  I  understand  it,  NOAA  thinks  it  could  complete  its  considera- 
tion by  the  end  of  this  year.  So  I  think  that  what  makes  sense  on 
Georges  Bank  is  to  have  those  two  questions  about  what  use  that 
area  is  going  to  be  put  to  occur  in  coordination  and  in  parallel,  and 
to  have  that  completed  before  the  sale  takes  place.  I  think  that  can 
be  done  with  only  a  minimum  adjustment  in  the  lease  sale  date. 

It  has  been  IVi  years  since  that  sale  was  originally  scheduled.  It 
seems  to  me  that  2  more  months,  to  have  some  very  serious  ques- 
tions answered,  is  not  unreasonable. 

Mr.  Breaux.  Mr.  Livingston? 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Both  of  you  have  commented  about  PEMEX  at  one  point  or 
another,  and  I  think  that  the  record  should  reflect  that  while  that 
was  a  blowout,  it  was  a  blowout  in  a  well  operated  by  a  foreign 
government.  To  my  knowledge,  there  has  been  no  such  blowout  by 
any  exploratory  wells  in  the  United  States  utilizing  American  tech- 
nology. Would  you  disagree  with  that? 

Ms.  Robertson.  A  blowout  of  similar  magnitude,  or  just  a 
blowout? 

Mr.  Livingston.  Any  exploratory  blowout. 

Ms.  Robertson.  I  have  to  disagree  with  that;  there  have  been 
blowouts.  In  fact,  I  have  some  statistics  with  me  on  the  number  of 
blowouts. 

Mr.  Livingston.  OK. 

Ms.  Robertson.  Clearly,  we  have  not  had  a  blowout  the  size  of 
the  one  that  is  going  on  right  now  in  Mexico.  But  according  to  the 
figures  released  by  USGS,  there  are  definitely  blowouts.  I  will  get 
the  statistics  for  you. 

Mr.  Livingston.  You  go  ahead  and  get  them  and  furnish  them 
for  the  record.  If  you  have  anything  that  reflects  that  it  even 
approximated  the  Santa  Barbara  spill,  I  would  like  to  know  that 
too.  Go  ahead. 

Ms.  Chasis.  I  was  just  going  to  say  that  it  is  hard  to  compare 
anything  to  the  PEMEX  blowout  because  it  looks  like  it  is  going  to 
result  in  the  largest  oilspill  in  history  from  any  source. 

Mr.  Livingston.  Absolutely.  You  go  ahead  and  get  those  statis- 
tics; we  would  like  to  get  them  in  the  record. 

Ms.  Robertson.  OK. 

Mr.  Livingston.  There  is  no  sense  in  going  through  them  right 
now. 

Just  another  comment:  I  understand  there  has  only  been  one 
earthquake  in  history  in  Alaska,  say,  north  of  the  Gulf  of  Alaska. 
Do  you  have  any  information  which  would  contradict  that? 

Ms.  Robertson.  North  of  the  Gulf  of  Alaska? 

Mr.  Livingston.  North  of  the  Aleutian  Shelf 
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Ms.  Robertson.  I  would  have  to  call  USGS  to  check  on  that.  I 
am  not  an  expert  on  earthquakes;  I  just  know  the  information  that 
USGS  sent  me.  Clearly,  the  major  earthquake  zone  in  Alaska 
is 

Mr.  Livingston.  South  of  that  area. 

Ms.  Robertson.  From  the  Aleutian  chain,  south.  Fairbanks, 
though,  is  nort;h,  I  believe — I  have  to  look  on  a  map  again — I 
believe  Fairbanks  is  significantly  further  north  than  the  Aleutians 
and  Fairbanks  certainly  has  suffered  some  major  earthquakes. 

Mr.  Livingston.  Well,  any  information  you  can  give  us  on  that 
can  clarify  that. 

Now,  I  understand  that  there  have  been  numerous  studies  by  the 
Government  and  the  universities  which  have  really  failed  to  show 
any  significant  adverse  impacts  on  the  environment  from  oil  and 
gas  exploration.  Are  you  all  aware  of  any  studies  which  would 
contradict  that? 

Ms.  Chasis.  I  certainly  am.  I  cannot  remember  the  researcher's 
name,  but  there  was  a  Phillips  Petroleum  study  that  was  commis- 
sioned in  the  North  Sea  following  the  Ecofisk  oil  spill.  That  was  an 
instance,  of  course,  where  the  spill  did  not  come  ashore,  which  is 
the  thing  we  are  perhaps  most  concerned  about.  There  was  evi- 
dence of  adverse  effects  on  benthic  life  in  that  area. 

Mr.  Livingston.  Were  those  long-run  effects,  or  just  immedi- 
ate  

Ms.  Chasis.  I  believe  they  were  chronic,  long-term  effects  that 
had  been  reported.  It  occurred  only  a  couple  of  years  ago,  so  the 
period  of  the  study  is  somewhat  limited.  But  I  know  that  a  number 
of  the  researchers  up  at  Woods  Hole  are  talking  about  those  results 
and  are  concerned  about  them. 

There  have  been  other  studies  on  the  effects  of  various  kinds  of 
oil  on  coastal  ecosystems,  and  some  of  these  are  laboratory  studies 
and  some  of  these  are  field  studies.  They  indicate  that  in  sufficient 
concentrations,  crude  oil  can  have  significant  adverse  effects. 

But  one  thing  that  I  think  is  quite  interesting  is  that  the  Govern- 
ment, which  is  putting  together  a  marine  pollution  plan  in  re- 
sponse to  Congress  request,  identifies  the  need  for  much  more 
intensive  study  of  long-term,  chronic  effects  of  oil  on  the  marine 
environment. 

I  find  it  amazing  that  after  so  much  money  has  been  poured  into 
it,  there  are  still  a  lot  of  uncertainties.  It  is  an  area  where  I  think 
we  need  a  lot  more  concentrated  effort. 

Mr.  Livingston.  What  about  major  commercial  fisheries  that 
have  been  continued  in  the  vicinity  of  oil  and  gas  exploration?  For 
instance,  in  the  Gulf  of  Mexico,  which  fronts  my  own  area,  and  in 
other  areas,  have  there  been  any  major  effects  which  have  been 
shown  to  affect  the  fisheries? 

Ms.  Chasis.  Well,  what  I  understand  is  that  there  is  a  lot  of 
debate  about  what  the  effects  have  been  on  shrimp  fisheries,  and 
others.  Some  people  say  that  the  platforms  generate  locuses  of 
commercial  fishing. 

Mr.  Livingston.  Being  a  fisherman  myself,  I  can  assure  you  that 
there  is  no  shortage  out  there. 

Ms.  Chasis.  But  there  have  been  problems,  primarily,  as  I  under- 
stand it,  from  the  siting  of  pipelines  and  onshore  facilities  over  the 
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past  20  or  30  years  of  development  in  the  gulf,  in  terms  of  loss  of 
wetlands  and  other  resources.  To  what  extent  those  could  have 
been  averted  had  there  been  greater  understanding  and  apprecia- 
tion over  that  period  of  environmental  values,   I  do   not  know. 

But  there  is  feeling  that  a  lot  of  the  shellfish  beds  and  support- 
ing ecology  have  been  harmed. 

Mr.  Livingston.  Do  you  think  that  the  act  takes  care  of  those 

concerns? 

Ms.  Chasis.  The  OCS  Lands  Act? 

Mr.  Livingston.  Yes. 

Ms.  Chasis.  I  think  it  requires  that  those  concerns  be  addressed. 
As  to  whether,  in  fact,  they  will  be,  I  think,  is  a  question  of  how 
the  Secretary  implements  the  law. 

Mr.  Livingston.  Do  you  think  the  environmental  safeguards 
developed  for  use  in,  say,  major  commercial  fishing  areas  around 
the  world  have  any  applicability,  or  will  be  applicable  for  use  in 
the  Alaska  frontier  areas? 

Ms.  Robertson.  I  am  not  sure  I  fully  understand  your  question. 

Mr.  Livingston.  If  we  are  taking  any  steps  to  protect—and 
maybe  that  begs  the  question;  maybe  we  are  not  taking  sufficient 
steps  to  protect  marine  life  in  the  Gulf  of  Mexico.  Do  those  steps 
have  any  applicability  in  Alaska? 

Ms.  Robertson.  Well,  clearly,  some  of  the  drilling  technology 
today  that  they  use  in  the  gulf  will  be  relevant  in  Alaska,  but 
there  will  be  additional  technologies  required  because  the  water  is 
deeper  in  some  areas  and  the  ice  problems  which  we  referred  to 
earlier. 

The  conditions  off  Alaska  are  a  lot  more  severe,  as  I  am  sure  you 
are  well  aware  of  There  are  going  to  have  to  be  additional  steps 
taken  over  what  they  have  done  in  the  gulf  to  protect  not  only  the 
fish,  but  also  the  equipment,  et  cetera,  from  any  damage. 

Mr.  Livingston.  You  are  speaking  again  about  the  earthquake 
problem? 

Ms.  Robertson.  No,  not  just  earthquakes,  but  storms,  and  every- 
thing. It  is  quite  severe  habitat,  especially  in  the  winter. 

Mr.  Livingston.  What  do  you  consider  the  biological  populations 
and  ecological  systems  most  subject  to  impact  from  petroleum  ex- 
ploration and  development? 

Ms.  Chasis.  First  of  all,  it  depends  on  where  you  are;  how  close 
to  shore  and  how  far  offshore.  I  can  only  speak  to  some  of  the 
specifics  that  I  know,  but  in  Georges  Bank,  for  example,  the  bottom 
fishery  is  very  vulnerable  to  an  oilspill;  it  is  a  fairly  shallow 
regime.  The  currents  are  such  that  you  get  a  lot  of  mixing. 

It  is  projected  by  the  Interior  Department  itself  that  there  is  a 
real  risk  that  a  substantial  portion  of  the  young  of  a  species  like 
haddock  could  be  wiped  out,  with  potential  long-range  implications 
for  that  important  commercial  fishery. 

Closer  to  shore,  our  concerns  relate  very  much,  on  the  east  coast, 
to  the  barrier  island  systems  and  coastal  wetland  systems  and 
estuaries.  In  some  instances,  oilspill  trajectories  indicate  that  oper- 
ations offshore  could  well  result  in  spills  coming  ashore  and  affect- 
ing those  areas. 

Ms.  Robertson.  One  additional  point  I  might  make  is  that  it  also 
depends  upon  what  time  of  year  you  are  talking  about.  If  you  have 
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an  accident  occur  at  a  time  when  the  salmon  are  all  going  back  to 
the  fresh-water  streams  to  spawn,  that  has  a  potentially  significant 
impact.  On  the  other  hand,  if  you  had  a  spill  occur  when  the 
salmon  were  not  concentrated  in  that  area,  it  might  have  a  totally 
different  impact.  So  the  timing  of  any  particular  accident,  such  as 
a  spill,  has  a  large  amount  to  do  with  what  the  impact  will  be  on 
the  ecology  of  that  area. 

Mr.  Livingston.  With  respect  to  Alaska  and  taking  the  Norton 
Sound  area,  I  understand  that  that  area  is  relatively  barren;  no 
whales,  no  crabs,  no  bottom  fish,  and  limited  fisheries  in  salrnon 
and  herring.  How  do  you  figure  that  the  oil  and  gas  exploration 
will  have  an  impact  on  that  area? 

Ms.  Robertson.  I  am  not  familiar  enough  with  the  Norton  Basin 
area  to  give  you  an  answer  to  that.  I  would  be  happy  to  look  into 
that. 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Mr.  Breaux.  Thank  you,  Mr.  Livingston. 

Ms.  Robertson  and  Ms.  Chasis,  the  committee  thanks  you  both 
for  your  testimony  and  for  your  helpful  responses  to  the  questions. 
Staff  will  have  some  other  questions  which  we  could  not  get  to  that 
we  would  like  to  be  able  to  submit  to  you  for  response  for  the 
hearing  record,  if  you  would  be  able  to  do  that  for  us.  We  thank 
you  for  your  presentations. 

Ms.  Chasis.  Thank  you. 

Ms.  Robertson.  Thank  you. 

Mr.  Breaux.  With  that,  the  select  committee  will  stand  in  recess 
until  further  call  of  the  Chair. 

[The  following  were  received  for  the  record:] 
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NRDC  RESPONSE  TO  WRITTEN  QUESTIONS 

POSED  BY  THE  AD  HOC  SELECT 

COMMITTEE  ON  OUTER  CONTINENTAL  SHELF 


Prepared  by 

Sarah  Chasis 

Senior  Staff  Attorney 

Natural  Resources  Defense 

Council,  Inc. 
122  East  42nd  Street 
New  York,  NY   10017 
(212)  949-0049 

August  19,  1979 

1.  The  factors  which  are  likely  to  constrain  OCS  development  in 
the  1980-1985  timeframe  include  the  lack  of  important  environmental 
information  in  a  number  of  frontier  areas  (particularly  Alaska) , 
conflicts  between  the  use  and  conservation  of  renewable  resources 
of  the  Outer  Continental  Shelf   and  hydrocarbon  development  (in 
areas  such  as  Georges  Bank  and  the  Bristol  Bay) ,  known  geological 
and  physical  hazards  (such  as  the  instability  at  the  shelf  break 
and  slope  in  the  Mid-Atlantic  and  North  Atlantic)  and  lack  of 
adequate  technology  (including  clean-up  technology)  to  permit 

safe  operations  in  severe  weather  conditions  (such  as  the  Arctic 
region  of  the  North  Atlantic) . 

2.  Yes.   Section  18  of  the  OCSLA  requires  the  Secretary  to 
consider  the  marine  productivity  and  environmental  sensitivity 
of  different  OCS  regions,  competing  uses  in  the  regions  and  the 
availability  of  relevant  environmental  information  in  developing 
the  five-year  program.   It  also  requires  that  the  Secretary 
strike  a  proper  balance  between  the  potential  for  environmental 
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damage,  the  potential  for  discovery  of  oil  and  gas  and  the 
potential  for  adverse  impacts  on  the  coastal  zone.   The  Secretary 
has  failed  to  fulfill  these  duties. 

The  Secretary's  proposed  schedule  evidences  inadequate 
consideration  of  environmental  factors:  he  proposes  to  move  ahead 
with  leasing  in  frontier  areas  of  Alaska  which  contain  the  world's 
greatest  fisheries  and  are  extremely  productive  and  fragile  with 
little  if  any  understanding  of  the  environmental  and  economic 
impacts  of  OCS  development.   Consideration  of  the  potential  for 
discovery  of  oil  and  gas  has  clearly  and  improperly  outweighed 
major  environmental  and  competing  use  considerations  called  for 
by  the  OCSLA. 

The  Secretary's  letter  to  the  Congress  proposing  the 
5-year  program  evidences  no  concern  for  environmental  factors. 
Indeed,  there  is  no  mention  of  how  consideration  of  marine  pro- 
ductivity and  sensitivity  affected  the  schedule.   The  analysis 
in  the  accompanying  staff  memorandum  of  the  marine  productivity 
of  different  OCS  regions  and  the  competing  uses  of  the  OCS  was 
also  highly  inadequate.   (See  NRDC  written  testimony  to  the 
Committee,  dated  August  1,  1979  for  further  discussion  on  this 
point) . 

3. a.   The  proposed  schedule  calls  for  the  St.  George  Basin  Sale 
in  19  82.   The  DOI  staff  memorandum  states  that  this  is  an  area 
in  which  reconnaissance  information  is  just  beginning  to  be 
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gathered.   We  see  no  way  that  adequate  environmental  information 
can  be  gathered  in  time  for  the  lease  sale  decision  in  this  area. 
To  proceed  in  this  manner  when  DOI  itself  says  that  the  area 
contains  one  of  the  world's  greatest  fisheries  is  clearly  unwise. 
Indeed,  the  State  of  Alaska  has  requested  an  indefinite  postpone- 
ment of  this  sale,  as  well  as  the  Chukchi  Sea  sale. 

In  discussing  the  Chukchi  Sea  region  (identified  as  a 
significant  breeding  and  rearing  ground  for  marine  mammals) ,  the 
DOI  Staff  Memorandum  states  that  very  little  scientific  work  has 
been  accomplished.   In  the  Navarin  Basin  "very  little  biological 
and  ecological  information  is  available."   The  Northern  Aleutian 
Shelf,  which  is  part  of  the  Bristol  Bay  area,  is  never  even  des- 
cribed in  terms  of  ecological  characteristics  or  availability  of 
environmental  information.   However,  the  Bristol  Bay  area  generally 
is  an  area  of  concern  because  of  the  major  salmon  fishery  which 
exists  there.   The  proposed  date  of  1983  for  the  Northern  Aleution 
Shelf  Sale  provides  insufficient  time  for  study  and  assessment 
of  impacts  of  OCS  development  on  this  important  fishery  resource. 

3.b.   No  response. 

4.   NRDC  is  very  concerned  about  the  adequacy  of  the  environmental 
studies  program.   We  have  yet  to  see  a  clear  relationship  between 
the  results  of  these  studies  and  the  Secretary's  decision  under 
the  leasing  program.   However,  NRDC  is  pleased  to  see  that  the 
5-year  program  proposes  incorporating  a  number  of  the  environmental 
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studies  results  into  the  pre-lease  sale  environmental  impact 
statements.   Contrary  to  what  DOI  has  proposed  in  a  nxjmber  of 
instances,  however,  we  believe  that  these  results  should  be  incor- 
porated at  the  draft  environmental  impact  statement  phase,  rather 
than  later,  in  order  to  give  the  public  the  opportunity  to 
comment  on  the  proposed  sale  in  light  of  the  study  results.—' 

NRDC  believes  that  there  has  been  inadequate  staffing  of 
the  environmental  studies  program  within  Interior  and  questions 
whether  the  staffing  levels  proposed  in  the  program  are  suffic- 
ient to  alleviate  this  problem.   In  particular,  at  what  level  of 
responsibility  within  DOI  do  they  propose  to  add  more  staff? 
This  is  critical  since  one  of  the  major  problems  with  the  program 
has  been  inadequate  staffing  at  higher  levels. 

NRDC  also  questions  why  funding  and  staffing  levels,  as 
proposed,  should  decrease  as  more  OCS  acreage  is  leased  and  more 
information  is  needed  for  post- lease  sale  decisions.   As  the 
Department's  own  analyses  indicate,  the  lease  sale  decision  is 
only  one  decision  in  a  continuum  of  decisions  for  which  environ- 
mental information  is  required.   We  fail  to  see  a  good  rationale 
for  the  decreased  levels. 

5.   No  response. 


VThe  results  of  studies  on  both  the  living  resources  and  geolo- 
gical hazards  in  areas  such  as  the  Chukchi  Sea,  the  St.  George 
Basin,  Norton  and  Hope  Basins  are  proposed  for  incorporation  in 
the  Final  Environmental  Statement  rather  than  the  Draft  Environ- 
mental Statement.   (See  Tab  5  of  Staff  Memorandum,  p.  10) . 
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6.  Any  estimates  of  hydrocarbon  potential  on  the  OCS  are  guess- 
work.  Thus  the  benefits  from  OCS  development  may  well  be  sub- 
stantially overstated.   In  addition,  the  risks  are  great.   As  the 
major  OCS  spills  which  have  occurred  in  recent  years  (Santa 
Barbara,  Ecofisk,  PEMEX) ,  demonstrate,  major  threats  are  posed 

to  offshore  and  coastal  resources  from  offshore  drilling.   The 
economic  as  well  as  the  environmental  consequences  of  OCS  develop- 
ment are  of  increasing  concern.   With  the  passage  of  the  Fishery 
Conservation  and  Management  Act  and  the  resulting  revival  of  the 
domestic  fishing  industry,  major  commercial  fisheries  on  Georges 
Bank  and  in  Bristol  Bay  are  threatened  by  OCS  development.   Thus, 
there  are  sizeable  risks  with  OCS  development,  just  as  there  are 
with  the  development  of  other  fuel  sources.   The  point  is  not  to 
proceed  rashly  with  OCS  development,  but  structure  a  program 
which  directs  OCS  development  to  appropriate  areas  and  away  from 
areas  of  major  resource  conflict  and  provides  maximum  environ- 
mental controls  on  drilling  operations.   Any  schedule  which  con- 
templates anything  less  is  not,  we  believe,  in  the  short-term 
or  long-term  national  interests. 

7.  NRDC  provided  DOI  with  information  and  comments  at  each  step 
in  the  development  of  the  program  including  the  original  call  . 
for  information,  the  draft  schedule,  the  scope  of  the  programmatic 
EIS.   Copies  of  our  comments  are  attached. 

8.  No  answer. 
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9.  NRDC ' s  concern  is  that  by  offering  a  ten-year  lease  the 
Department  may  be  encouraging  exploration  of  areas  which  are  too 
dangerous  to  be  explored  with  present  technology.   We  believe 
that  the  authority  to  issue  a  ten-year  lease  should  be  exercised 
with  great  caution. 

10.  It  has  not  been  demonstrated  that  the  technology  exists  to 
insure  safe  OCS  operations  Cincluding  production  as  well  as 
exploration)  in  areas  subject  to  (1)  sediment  slides,  such  as 
on  the  slope  of  the  OCS;  (2)  seismic  activity;  or  (3)  arctic 
conditions,  including  ice  packing  and  shearing.   Nor  have  con- 
tainment and  cleanup  technologies  in  areas  with  arctic  conditions 
or  heavy  seas  such  as  the  Beaufort  and  Chukchi  Seas  or  the  North 
Atlantic  been  shown  to  be  effective. 

11.  The  answer  to  this  question  is  discussed  in  NRDC's  written 
testimony  submitted  to  the  Committee  on  August  1,  1979. 

12.  See  oral  response  to  Congressman  Breaux  appearing  in  the 
transcript  of  the  August  1,  1979  hearing  at  pp.  87-88. 

13.  No  answer. 
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Ad'^Hoc  Select       Questions  for  Environmental  Groups 
Conmiittee  on  PCS 

1.  What  factors  do  you  feel  will  most  constrain  OCS  development 
in  the  1980-1985  timeframe  and  in  -what  specific  areas? 

2.  Have  you  had  any  indications  that  the  Department  of  the 
Interior  has  not  proceeded  diligently  to  fulfill  all  the 
requirements  of  Section  18  of  the  OCS  Act? 

3.  In  our  May  hearings  it  was  brought  out  that  the  Alaskan 
offshore  was  one  of  the  areas  of  greatest  concern  due  to 
the  lack  of  information  currently  available  on  its  marine 
resources? 

a.  In  the  case  of  the  St.  Georges  Basin,  or  the 
Chukchi  Sea,  for  example,  do  you  feel  that 
several  years  is  not  enough  time  to  develop 
the  needed  information? 

b.  In  terms  of  the  nearer  term  Alaskan  sales,  •  . 
such  as  the  Gulf  of  Alaska,  Kodiak,  or  the 
Cook  Inlet,  do  you  feel  there  is  adequate 

■information  or  that  the  needed  information 
can  be  developed  in  a  timely  manner  to  proceed 
with  these  sales? 

4.  Have . you  reviewed  the  environmental  studies  program  of  the 
.  Interior  Department  and  do  you  think  it  is  adequate  to 

address  the  needs  of  the  OCS  leasing  program — can  you  see 
a  clear  and  direct  relationship  between  the  environmental 
studies  program  and  the  OCS  leasing  program?  Have   you 
looked  at  the  resource  estimates  prepared  by  the  DOI  for 
environmental  statements  and  studies  necessary  to  carry 
out  the  five-year  leasing  program,  and  can  you  assess  if 
those  estimates  appear  adequate? 

5.  What  is  your  response  to  those  who  may  feel  that  the  five- 
year  leasing  schedule  places  too  much  emphasis  on  the  Gulf 
of  Mexico? 

6.  DOE  has  estimated  that  more  than  65%  of  our  undiscovered 
oil   reserves  will  be  found  on  the  OCS,  and  Alaska  estimates 
that  its  OCS  contains  58%  of  the  nation's  future  discoveries 
of  oil  and  30%  of  future  natural  gas  discoveries.  In  light 
of  these  estimates  and  considering  the  environmental  impacts 
of  oil  shale  and  other  synthetic  fuels  development,  is  it 

not  preferable  to  develop  our  OCS  regions  on  a  priority  basis? 

7.  What  input  did  your  organization  have  into  the  development 
of  the  five-year  leasing  program  and  what  were  your  recom- 
mendations? 

8.  In  formulating  its  OCS  production  goals  DOE  concluded  that 

no  demand  constraints  exist,  including  the  capacity  to  produce 
all  economical  discoveries  emanating  from  the  five-year 
leasing  program.  Do  you  agree  with  that  statement,  if  not, 
why? 
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9.  Understanding  that  Alaska  has  varied  environmental 

conditions,  do  you  feel  it  is  appropriate  to  allow  ten 
years  for  the  primary  term  of  a  lease  in  remote  areas 
of  the  Alaskan  OCS  particularly  the  western  and  northern 
areas? 

10.  Specifically,  in  what  areas  of  technology  is  the  industry 
lacking  in  terms  of  OCS  development  in  harsh  environments? 

11.  Do  you  feel  the  the  June  five-year  leasing  schedule  is  too 
ambitious,  and  if  so,  please  identify  the  specific  sales 
that  you  feel  are  scheduled  prematurely  and  why?  Besides 
from  the  exceptions  you  have  made  regarding  the  June  schedule, 
do  you  believe  the  rest  of  the  schedule  is  appropriate  and 

do  you  support  it?  If  you  recommend  the  deletion  of  some  of 
the  sales  from  the  June  schedule,  do  you  have  any  recommenda- 
tions for  alternative  sales? 

12.  Do  you  feel  that  no  sales  should  be  scheduled  in  areas  where 
nominations  for  marine  sanctuaries  have  been  made  until  NOAA 
makes  a  final  determination  on  such  areas?  Can  you  give  us  a 
figure  on  how  many  areas  this  would  currently  entail? 

13.  Do  you  have  any  specific  information,  studies,  or  reasons 

to  believe  that  industry  lacks  sufficient  capital,  equipment, 
and  manpower  to  pursue  diligently  the  average  of  six  sales 
per  year, as  detailed  in  the  June  schedule? 
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The  Natural  Resources  Defense  Council,  Inc.  (NRDC) ,  a 
public  interest  environmental  organization,  with  over  40,000 
members  nationwide,  submits  the  following  comments  on  the 
proposed  five  year  leasing  program,  released  on  March  9, 
1979.   NRDC's  comments  reflect  an  analysis  of  the  program 
in  relation  to  the  requirements  of  Section  18  of  the  Outer 
Continental  Shelf  Lands  Act  Amendments  of  1978,  and  to  NRDC's 
preliminary  comments  submitted  to  the  Department  on  December 
15,  1978. 

NRDC  is  concerned  that  the  program  presented  to  the 
Governors  and  the  public  is  essentially  only  a  schedule.   The 
document  prepared  by  the  Department  summarizes  concerns  ex- 
pressed by  states  and  interested  partids  in  response  to  the 
Secretary's  request  for  comments  in  December  1978.   Although 
the  document  contains  information  on  the  hydrocarbon  potential 
and  general  environmental  characteristics  of  each  of  the 
twenty-two  possible  sale  areas,  it  does  not  contain  a  rationale 
for  the  schedule  chosen  by  the  Secretary  or  an  analysis  of  how 
the  requirements  of  Section  18  are  met  by  the  program.   These 
concerns  are  discussed  in  greater  detail  below. 

Before  discussing  NRDC's  concerns  about  the  draft  program, 
we  would  like  to  indicate  our  strong  support  to  the  Secretary's 
decision  to  modify  the  options  presented  to  him  and  delete 
Bristol  Bay  from  the  leasing  schedule,  and  move  St.  George 
Basin  and  Chukchi  to  contingency  sales.   The  Governor  of 
Alaska's  comments  on  the  program  and  those  of  numerous  environ- 
mental organizations  have  indicated  that  Bristol  Bay  is  one 
of  the  most  productive  offshore  areas  in  the  world.   Governor 
Hammond  recommended  that  leasing  there  be  postponed  indef- 
initely.  The  concerned  organizations  requested  that  it  be 
deleted  from  the  leasing  program.   The  Secretary's  de- 
cision to  omit  this  sale  even  though  it  was  included  in  the 
staff  options  represents  a  commitment  to  meeting  the  intent 
of  Section  18  to  balance  oil  and  gas  development  with  envi- 
ronmental concerns.   His  foresight  to  omit  the  highest  areas 
of  environmental  concern  will  help  to  avoid  future  conflict 
similar  to  that  over  lease  sale  42  on  the  Georges  Bank. 

NRDC's  review  of  the  proposed  leasing  program  reveals 
the  following  :  ladequacies . 

1.   There  is  no  discussion  of  the  considerations  that 
caused  the  Secretary  to  modify  the  leasing  schedule  option 
proposed  to  him  by  staff,  or  a  rationale  for  the  option  which 
was  selected. 
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2.  The  generality  of  description  and  large  geographic 
scope  of  areas  included  in  the  proposed  program  run  counter 
to  the  specificity  intended  by  Section  18  of  the  amendments. 

3.  The  program  describes  no  procedure  for  the  consid- 
eration of  marine  productivity,  environmental  sensitivity, 
competing  uses,  or  environmental  and  predictive  information 
as  required  in  Section  18(a)(2)  of  the  amendments. 

4.  The  program  does  not  include  a  discussion  of  the 
Bureau  of  Land  Management's  Environmental  Studies  Program 
as  a  component  of  the  five  year  leasing  program. 

5.  There  is  no  indication  of  how  the  requirements  of 
the  National  Environmental  Policy  Act  are  to  be  met. 


1.   Proposed  Schedule 

The  Secretary  of  the  Interior  sent  to  the  Governors  of 
affected  states  a  proposed  leasing  schedule  on  March  9,  1979. 
This  schedule  varied  in  many  respects  from  any  of  the  options 
presented  to  him  by  his  staff  as  described  in  the  program 
document.   The  most  noteworthy  changes  were  the  deletion 
of  Bristol  Bay  from  the  schedule,  the  placement  of  the  Chukchi 
Sea  and  St.  George  Basin  in  a  second,  planning  category,  and 
the  moving  down  in  the  schedule  the  two  North  Atlantic  sales. 
We  strongly  support  these  changes  because  they  represent  a 
concern  for  availability  of  information  and/or  the  vulner- 
ability and  productivity  of  those  environments.    The 
proposed  schedule  must  be  presented  with  an  accompanying 
discussion  of  the  rationale  behind  the  choice,  including  the 
manner  in  which  the  considerations  of  §  IS  (a)  (2)  v/ere  treated. 
As  presented,  the  five-year  leasing  program  is  nothing  more 
than  a  schedule,  and  an  exceedingly  general  one,  at  that. 
We  believe  that  a  discussion  presenting  the  reasoning  of^ 
the  selection  in  the  context  of  the  requirements  of  Section 
18  is  necessary  for  Congress,  the  states  and  other  inter- 
ested parties  to  evaluate  whether  the  program  obtains  "a 
proper  balan  a  between  the  potential  for  environmental  damage, 
the  potent*^,  il  for  the  discovery  of  oil  and  gas,  and  the  po- 
tential for  adverse  impact  on  the  coastal  zone."   (Section  18 
(a)(3)).   It  is  not  adequate  for  officials  in  the  Interior 
Department  to  claim  that  the  existence  of  the  schedule  veri- 
fies the  fact  that  Section  18(a)  was  met. 
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2 .   Geographic  Scope  of  Proposed  Areas 

The  program  describes  sale  areas  in  the  vaguest  des- 
criptive terms  possible.   Vast  areas,  such  as  Central 
and  Northern  California,  the  North  Atlantic,  and  the  Gulf 
of  Mexico  are  listed  in  the  public  notice.    We  be- 
lieve that  the  identification  of  such  broad  areas  does  not 
represent  the  intent  of  Congress  for  a  five-year  leasing 
program.   As  the  program  document  indicates  that  each  sale 
is  intended  to  cover  approximately  one  million  acres,  we 
believe  it  would  be  possible  to  split  up  some  of  the  areas 
into  smaller  pieces  to  better  educate  the  public  as  to  the 
probable  location  of  the  sale  areas.   The  public  is  greatly 
interested  in  and  concerned  about  the  scope  and  potential 
impacts  resulting  from  these  sales.   Right  now  many  people 
in  California  are  very  concerned  about  the  huge  area  in- 
cluded in  Sale  53.   Whether  or  not  portions  of  the  Georges 
Bank  will  be  covered  in  one  or  both  of  the  North  Atlantic 
sales  is  of  very  great  interest  to  many  people  in  New 
England.   We  believe  that  the  Department's  tendency  towards 
generality  in  this  program  could  result  in  very  strong  op- 
position from  the  public,  because  of  what  is  believed  to  be 
an  intentioned  avoidance  of  addressing  conflicts  early  in  the 
process. 

In  the  draft  program  that  will  be  presented  to  Congress 
in  June,  we  recommend  that  the  schedule  be  accompanied  by  a 
description  of  the  probable  scope  of  each  area,  particularly 
the  areas  to  be  included  in  the  call  for  nominations  for  each 
sale.   This  should  include  an  indication  of  the  general  boun- 
daries, particularly  the  likelihood  of  leasing  close  to  shore. 
This  requirement  is  indicated  in  Section  18(a)  by  requiring 
that  "The  leasing  program  shall  consist  of  a  schedule  of  pro- 
posed lease  sales  indicating,  as  precisely  as  possible,  the 
size,  timing,  and  location  of  leasing  activity  ..."  (em- 
phasis added) . 

The  advantage  of  requiring  greater  specificity  is  to 
provide  a  context  for  the  considerations  required  by  Section 
18.   To  fully  balance  environmental  impacts  and  oil  and  gas 
potential,  the  Dei_  artment  would  have  to  analyze  the  area 
likely  to  be  im-.icted.   For  example,  prime  fishing  areas, 
sea  lanes,  marine  mammal  habitat,  might  or  might  not  be  an 
issue,  depending  on  the  probable  area  to  be  covered.   The 
broad  areas  covered  in  the  proposal,  which  in  fact  covers 
a  large  portion  of  the  offshore  waters  of  the  country,  would 
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require  an  analysis  of  every  fishing  area,  every  sea  lane, 
every  marine  sanctuary  proposal  within  the  vast  areas  covered 
in  the  proposal.   To  avoid  such  an  enormous  analysis,  which 
is  probably  unnecessary  if  the  areas  are  known  more  specif- 
ically, would  be  a  waste  of  the  Department's  staff  time  and 
resources.   However,  it  cannot  be  avoided  if  the  program 
remains  as  presented. 


3.   Considerations  of  Section  18(a)(2) 


Of  grave  concern  to  NRDC  is  the  failure  of  the  Depart- 
ment to  discuss  how  the  required  considerations  of  Section 
18(a) (2)  have  been  addressed  in  the  development  of  the  five- 
year  leasing  program.   We  believe  that  by  listing  in  detail 
the  issues  to  be  considered.  Congress  intended  a  thorough 
analysis  of  each.   NRDC ' s  particular  interest,  because  of  its 
environmental  perspective,  is  the  manner  in  which  competing 
uses,  particularly  fisheries,  and  resource  concerns,  in- 
cluding marine  productivity  and  environmental  sensitivity, 
were  evaluated.   We  suggested  in  our  comments  of  December, 
1978,  that  Interior  develop  a  procedure  subject  to  public 
review,  that  would  institutionalize  these  considerations. 

Although  the  program  document  generally  describes  each 
area  included  in  the  schedule,  much  of  the  information  in- 
cluded is  little  more  than  a  rehashing  of  the  information 
provided  originally  by  the  states  and  interested  parties. 
In  addition,  the  descriptions  of  com.peting  uses  are  general 
and  brief.   For  example,  in  the  description  of  the  North 
Atlantic  information  on  the  abundance  of  fish  and  birds  and 
the  promising  nature  of  the  geological  structure  is  included 
for  the  southeast  edge  of  Georges  Bank.   That  information  is 
of  little  use  unless  there  is  an  indication  of  how  it  is  to  be 
weighed. 

In  NRDC's  view,  the  intent  of  addressing  the  consid- 
erations outlined  in  Section  18(a) (2)  is  to  identify  as  early 
as  possible  what  conflicts  are  likely  to  occur.   Once  spec- 
ifically identified,  needed  studies  and  mitigating  measures 
can  be  designed  so  as  to  avci.i  conflicts  at  the  time  of 
the  actual  sale.   Furthermore,  by  providing  a  discussion  of 
the  way  these  issues  were  considered  in  the  development  of  the 
program,  the  Congress  and  other  interested  parties  can  be 
made  privy  to  how  the  actual  balancing  occurred.   Section  18 
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contains  no  language  indicating  that  these  considerations 
should  not  be  made  public  and  we  think  doing  so  would  be 
very  advantageous  to  the  successful  adoption  of  the  five- 
year  leasing  program. 


4 .   Environmental  Studies  Program 

The  program  document  contains  no  discussion  of  the 
manner  in  which  the  Bureau  of  Land  Management's  Environmental 
Studies  Program  will  be  integrated  into  the  timing  and  sel- 
ection of  proposed  sales  in  the  leasing  program.   Yet,  Sec- 
tion 18  makes  clear  that  the  availability  of  and  need  for 
collection  of  data  are  to  be  described  in  the  program.   Sec- 
tion 18(a) (2) (H)  requires  that  the  program  be  based  on  the 
consideration  of  "relevant  environmental  and  predictive  in- 
formation for  different  areas  of  the  Outer  Continental 
Shelf."   Furthermore,  Section  18(b)  requires  that  the  pro- 
gram include  estimates  of  funding  and  staffing  "required  to 
(1)  obtain  resource  information  and  any  other  information 
needed  to  prepare  the  leasing  program  .  .  .  (3)  conduct 
environmental  studies  ..."   These  requirements  have  not 
been  addressed  in  the  program  sent  to  the  governors. 

At  the  recent  OCS  Advisory  Board  meeting  held  in  Bir- 
mingham, Alabama,  on  April  17-18,  many  Board  members  ex- 
pressed concern  that  the  leasing  program  contained  no 
evidence  that  the  redesigned  environmental  studies  program, 
which  the  Board  supports,  has  been  fully  integrated  into 
the  decision  points  of  the  OCS  program.   This  is  a  major  con- 
cern as  the  new  focus  of  the  studies  program  is  to  design 
studies  to  be  used  by  decisionmakers  in  each  phase  of  sale 
preparation. 

The  first  decision  made  in  preparing  a  five-year  leasing 
program  is  the  selection  of  areas  to  be  included.   This 
decision  must  be  based  on  the  availability  of  information 
on  the  different  sale  areas  as  well  as  an  identification  of 
studies  which  are  needed  before  a  sale  can  be  held.   To  ac- 
complish this,  for  each  area  in  the  program  there  must  be 
an  analysis  of  available  infoirmation,  additional  study  needs, 
length  of  time  required  for  these  studies  and  funding  re- 
quirements.  We  recommend  that  the  leasing  program  include 
this  information  in  the  next  draft. 


5.   National  Environmental  Policy  Act 

•  Congress,  in  requiring  that  the  Secretary  prepare  a 
five-year  leasing  program  based  on  the  considerations  and 
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needs  described  in  Section  18  of  the  amendments,  made  a'  major 
commitment  to  the  long-term  development  of  offshore  oil  and 
gas  resources  consistent  with  the  protection  of  the  marine, 
coastal  and  human  environment.   The  Secretary,  as  indicated 
in  the  draft  program,  has  interpreted  this  directive  as  a 
mandate  to  proceed  into  frontier  areas,  particularly  those 
off  the  coast  of  Alaska.   In  NRDC's  view,  there  is  no  ques- 
tion but  that  this  commitment  by  the  Secretary  represents 
a  major  federal  action  significantly  affecting  the  quality 
of  the  human  environment.   (Section  102(c)  of  the  National 
Environmental  Policy  Act.)   The  Interior  Department's  1974 
OCS  proposal  required  a  programmatic  environmental  impact 
statement  as  did  its  recent  coal  leasing  program,  subject 
to  the  Court's  order  in  NRDC  v.  Hughes.   The  Department 
would  seriously  violate  its  legal  obligations  as  required 
by  NEPA  if  a  programmatic  EIS  is  not  prepared  on  this  pro- 
gram. 

NRDC  believes  that  a  programmatic  environmental  impact 
statement  would  be  extremely  beneficial  in  the  development 
of  Interior's  policy  on  OCS  leasing.   The  Secretary  has  a 
responsibility  mandated  by  Congress  to  balance  energy  and 
resource  protection  needs,  as  well  as  mitigate  conflicts 
as  they  develop  in  the  accelerated  offshore  leasing  program. 
A  programmatic  EIS  is  the  correct  context  to  describe  the 
rationale  behind  the  program,  the  manner  in  which  the  con- 
siderations of  Section  18  were  addressed,  the  probable  con- 
flicts, the  mitigation  techniques  to  be  used,  and  the  al- 
ternatives to  the  probable  impacts  of  the  proposed  action, 
A  programmatic  EIS  should  explain  why  one  option  is  pre- 
ferred over  another,  including  an  assessment  of  the  benefits 
and  costs  of  each  alternative.   The  recent  history  of  the 
leasing  program  indicates  that  the  general  public,  particu- 
larly those  concerned  with  frontier  areas,  has  serious  ques- 
tions as  to  whether  Interior's  responsibility  to  resource 
protection  is,  in  fact,  being  met.   The  Interior  Department 
is  not  separate  from  the  public,  it  is  in  the  public |s  ser- 
vice, and  that  responsibility  requires  that  major  actions, 
such  as  leasing  offshore  for  five  years  in  every  offshore 
area  of  the  continental  United  States,  be  described  in  detail 
to  the  ^public  for  their  review  and  that  of  other  federal 
agenci  r^s . 

In  his  recent  Energy  Message,  the  President  cited  off- 
shore oil  and  gas  development  as  a  major  component  of  the 
nation's  energy  program.   His  request  for  Interior  to  develop 
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a  program  accelerated  even  beyond  what  the  Secretary  pro- 
posed, requires  a  thorough  analysis  of  the  impacts  of  such 
an  acceleration,  an  analysis  of  its  feasibility,  and  an  assess- 
ment of  the  costs  and  benefits  resulting  from  it.   A  pro- 
grammatic EIS  should  describe  the  magnitude  of  the  leasing 
program,  the  impacts  to  the  environment  of  developing  a  larger 
five-year  program,  and  the  alternatives  within  OCS  leasing, 
as  well  as  other  sources  of  energy  available. 

NRDC  appreciates  the  opportunity  to  comment  on  this 
program. 
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May  11,  1979 


Mr.  Frank  Gregg,  Director 
Bureau  of  Land  Management 
Department  of  Interior 
Washington,  D.C.   20240 

Re:   Notice  of  Intent  to  Prepare  an 

Environmental  Impact  Statement  on 
5-Year  Leasing  Program 

Dear  Mr.  Gregg: 

The  Natural  Resources  Defense  Council  appreciates 
the  opportunity  to  comment  on  the  outline  of  the  program- 
matic environmental  impact  statement  on  the  5-year  leasing 
program.   The  Department's  decision  to  prepare  an  EIS  was 
essential,  as  mandated  by  the  National  Environmental 
Policy  Act.   We  are  very  concerned  about  the  timing  of 
the  EIS  preparation  in  relation  to  the  development  of 
the  5-year  leasing  program.   In  order  to  adequately  meet 
the  requirements  of  the  National  Environmental  Policy  Act, 
the  EIS  must  be  used  as  a  decision  making  document.   The 
Department  of  Interior  is  jeopardizing  that  requirement 
by  not  producing  the  draft  EIS  at  the  same  time  that  the 
proposed  program  will  be  submitted  to  Congress  in  June. 
We  urge  the  Department  to  do  everything  possible  to  deliver 
the  proposed  program  and  the  EIS  concurrently. 

V^e  are  also  concerned  about  the  manner  in  which  the 
Department  will  address  the  President's  Energy  Message  in 
relation  to  the  requirements  of  the  National  Environmental 
Policy  Act,  and  Section  18  of  the  Outer  Continental  Shelf 
Lands  Act  Amendments.   The  statutes  must  be  addressed 
in  a  comprehensive  and  consistent  manner.   Responding  to 
the  Message  cannot  overshadow  or  undermine  these  statutory 
requirements . 
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We  haye  a,  niimber  of  comments  on  the  content  of  the 
Programmatic  EIS  in  response  to  the  Notice,   The  Program- 
matic EIS  is  the  correct  forum  in  which  to  analyze  the 
directive  of  the  President's  Energy  Message  of  April  5, 
1979,  to  further  expand  the  5-year  leasing  prograjn.   This 
analysis  should  be  contained  in  the  section  addressing 
alternatives.   First  and  foremost,  this  must  address 
how  the  environmental  considerations  of  Section  18  will 
be  met.   The  discussion  should  address  the  capability 
of  the  Department  and  the  industry  to  proceed  with  an^ 
even  more  accelerated  program  than  what  is  contained  in 
the  recently  announced  program:   It  should  also  address 
the  seismic,  technological  and  biological  information 
needs  of  such  a  program  and  the  availability  of  funding 
to  address  those  needs.   Finally,  a  comparison  must  be 
made  as  to  what  amount  of  oil  would  be  available,  the 
markets  that  it  would  be  available  to,  and  the  time  frame 
in  which  it  would  be  available. 

The  impact  statement  in  the  description  of  the 
proposed  action  should  describe,  as  accurately  as 
possible,  the  size  and  location  of  the  scheduled  sales, 
and  the  availability  of  information  on  resource  conflicts, 
productivity  and  sensitivity  of  the  resources,  and  the 
additional  information  required  before  a  sale  can  be  held. 
We  think  that  the  Programmatic  EIS  presents  an  excellent 
opportunity  to  discuss  how  the  Environmental  Studies 
Program  will  be  designed  to  address  those  information 
needs. 

In  the  outline  of  "significant  environmental  impact 
issues,"  a  number  of  issues  are  listed  which  require 
thorough  analysis.   This  section  must  address  the  present 
level  of  knowledge  on  each  of  these  issues  and  where 
additional  information  is  required.   This  analysis  will 
be  fairly  subjective  but  is  necessary  to  acquaint  decision 
makers  and  the  public  with  an  accurate  assessment  of  the 
present  level  of  knowledge  in  each  of  these  areas. 

Finally,  the  Notice  does  not  reference  the  new 
regulations  developed  by  the  Council  on  Environmental 
Quality  to  reform  the  NEPA  process  (40  CFR  Part  1500) .   We 
expect  that  the  EIS  will  be  prepared  in  conformity  with 
these  regulations. 

We  would  be  happy  to  discuss  these  points  with 
you,  if  you  wish. 

Sincerely  yours. 


{^UMXC^  ^^j^^M^AoZ^ 


Frances  Beinecke 
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Natural  Resources  Defense  Council,  Inc. 


WcsUrn  Officf 

2345  YALt  STREET 

PALO  ALTO,  CAHF.  9430G 

415    327-1080 


917    irjTH    STPvEET,   N.'.V. 
WASHINGTON',  D.C.  2OOO5 

=02   737-50O" 


New  York  OffUe 

122   EAST  42NO   STREET 

NEW  YOKK,  N.Y.  IOO17 

212    949-0049 


June    4,    1979 


The  Honorable  Cecil  Andrus 
Secretary  of  the  Interior 
18th  and  C  Streets,  N.W. 
Washington,  D.C.   20240 

Dear  Secretary  Andrus : 

The  Natural  Resources  Defense  Council  continues  its  deep 
interest  in  the  implementation  of  the  OCS  Lands  Act  Amendments . 
Right  now,  the  development  of  the  proposed  five  year  leasing 
program  is  a  major  focus  of  our  attention.   In  this  letter  we 
would  like  to  review  with  you  our  concerns  about  this  program, 
particularly  how  the  President's  directive  to  lease 'more  acreage 
as  stated  in  his  Energy  Message  is  being  addressed.  • 

Although  we  have  made  these  same  comments  to  the  Bureau  of 
Land  Management,  we  v;anted  you  to  know  our  concerns  in  light  of 
your  mem.orandum  of  April  12,  1979,  on  responding  to  the  President's 
Energy  Message.   We  are  concerned  by  that  memo's  urging  "moving 
into  frontier  areas  faster"  and  "to  move  quickly  into  frontier 
areas  where  potential  for  hydrocarbon  discovery  is  highest." 
As  you  know,  many  organizations  concerned  with  the  impact  of 
OCS  activities  on  frontier  areas  applauded  the  draft  program's 
recognition  of  information  gaps  and  the  high  sensitivity  of  many 
frontier  areas,  including  the  Bristol  Basin.   V7e  would  hate  to 
see  these  policies  reversed  in  the  proposed  program  to  be  issued 
this  month. 

We  believe  that  the  President's  directive  must  be  addressed 
in  a  manner  consistent  with  sound  environmental  policy  and  appli- 
cable statutory  requirements  of  the  OCS  Lands  Act  Amendments  and 
the  National  Environmental  Policy  Act.   Responding  to  the  Mes- 
sage cannot  ixndermine  or  overshadow  these  statutes,  or  others 
such  as  the  Coastal  Zone  Managem.ent  Act,  the  Marine  Protection, 
Research  and  Sanctuaries  Act  and  the  Endangered  Species  Act, 
the  major  thrust  of  which  is  the  protection  of  productive  and 
critical  coastal  and  marine  resources. 
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We  support  the  Department's  decision  to  write  an  environ- 
mental impact  statement  on  the  five  year  leasing  program.   The 
EIS  must  be  available  to  you  to  use  when  making  your  decision 
on  the  specific  program  you  choose  to  adopt.   We  are  very  con- 
cerned that  the  proposed  timing  seriously  jeopardizes  the  avail- 
ability of  the  EIS  for  this  purpose  and  thereby  brings  to  ques- 
tion whether  the  requirements  of  NEPA  will  be  fully  met. 

The  Programmatic  EIS  is  the  correct  forum  in  which  to 
analyze  the  directive  of  the  President's  Energy  Message  of 
April  5,  1979,  to  further  expand  the  5-year  leasing  program. 
This  analysis  should  be  contained  in  the  section  addressing  alter- 
natives .   First  and  foremost,  this  must  address  how  the  environ- 
mental considerations  of  Section  18  will  be  met.   The  discussion 
should  address  the  capability  of  the  Department  and  the  industry 
to  proceed  with  an  even  more  accelerated  program  than  what  is 
contained  in  the  recently  announced  program.   It  should  also 
address  the  seismic,  technological  and  biological  information, 
needs  of  such  a  program  and  the  availability  of  funding  to  ad- 
dress those  needs.   Finally,  a  comparison  must  be  made  as  to  what 
amount  of  oil  would  be  available,  the  markets  that  it  would  be 
available  to,  and  the  time  frame  in  which  it  would  be  available. 

The  impact  statement  in  the  description  of  the  proposed 
action  should  describe,  as  accurately  as  possible,  the  size  and 
location  of  the  scheduled  sales,  and  tlie  availability  of  infor- 
mation on  resource  conflicts,  productivity  and  sensitivity  of 
the . resources,  and  the  additional  information  required  before  a 
sale  can  be  held.   We  think  that  the  Programmatic  EIS  presents 
an  excellent  opportunity  to  discuss  how  the  Environmental  Studies 
Program  v/ill  be  designed  to  address  those  information  needs. 

We  would,  of  course,  be  happy  to  discuss  these  comments 
with  you  and  your  staff. 

Sincerely, 


jj_^^^jijO,OL^  "^J2JJJ^C)C 


Frances  Beinecke 
Sarah  Chasis 


cc:   Heller 
Gregg 
Kash 
McCloskey 
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Natural  Resources  Defense  Council,  Inc. 


122    EAST  42ND   STREET 

NEW    YORK,   N.Y.    IOOI7 

212   949-0049 


TESTIMONY 

TO  THE 

AD  HOC  SELECT  COMMITTEE 

ON  OUTER  CONTINENTAL  SHELF 

ON  THE 

DEPARTMENT  OF  THE  INTERIOR'S 

PROPOSED  5-YEAR  LEASING  PROGRAM 


WaAinglon  Office 
917  15TH  STUZET,  N.w. 

WASHINGTON,  D.C  20O05 

joj  737-5000 

Western  Office 

25  KEAKNY  STKEET 

SAN   FRANCISCO,  CALIF.  94108 

415  42t-&56i 


August   1,    1979 

Prepared  by: 

Sarah  Chasis 
Senior  Staff  Attorney 
Natural  Resources  Defense  Council 


The  Natural  Resources  Defense  Co\incil  (NRDC) 
appreciates  the  invitation  to  appear  before  the  Ad  Hoc 
Select  Committee  on  the  Outer  Continental  Shelf  to  present 
testimony  on  the  proposed  5-year  leasing  program  sub- 
mitted to  the  Congress  by  the  Secretary  of  Interior  in 
June  of  this  year.   NRDC  is  a  national  environmental  organ- 
zation  with  over  40,000  members  which  has  been  deeply 
involved  in  the  OCS  leasing  program  for  many  years.   We 
strongly  supported  passage  of  the  much-needed  amendments 
to  the  Outer  Continental  Shelf  Lands  Act  and  have  closely 
monitored  the  implementation  of  those  amendments  since 
last  September.   The  Interior  Department's  proposed  S-yeau: 
leasing  program  must  be  consistent  with  the  purposes  and 
requirements  of  these  amendments.   The  amendments  not  only 
reflect  Congress'  concern  for  the  critical  energy  needs 
of  this  country,  but  they  also  reflect  Congress'  concern 
about  the  effects  of  offshore  drilling  on  the  marine  and 
coastal  environments  and  the  long-term  viability  of  the 
renewable  resources  of  the  Outer  Continental  Shelf  (OCS) . 
It  is  imperative  that  the  environmental  requirements  of 
the  amendments  be  fully  and  completely  addressed  in  the 
leasing  program.   The  basis  for  environmental  concern  is 
dramatically  illustrated  by  the  Bay  of  Campeche  spill — 
the  largest  oil  spill  in  history— \-.t>ich  is  occurring  as  the 
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result  of  a  blowout  on  an  offshore  oil  rig, 

NRDC  believes  that  the  Department  of  the  Interior's  pro- 
posed leasing  program  does  not  reflect  adequate  consideration  of 
environmental  concerns ,  as  mandated  by  the  amendments .   This  con- 
clusion is  based  on  a  number  of  factors. 

1.   Revisions  to  March  Program 

Only  last  March,  Secretary  Andrus  proposed  a  leasing  pro- 
gram which  carefully  deferred  the  scheduling  of  sales  in  certain 
Alaskan  frontier  areas  in  recognition  of  the  tremendous  value  of 
the  renewcible  resources  of  these  areas  and  the  need  to  learn  more 
in  order  to  predict  the  potential  adverse  effects  of  OCS  oil  and 
gas  development  on  these  resources.   The  presently-proposed 
schedule  represents  a  significant  revision  of  the  March  schedule. 
Not  only  are  a  nvimber  of  sales  in  Alaskan  frontier  areas  moved 
up  in  time,  but  they  are  also  changed  from  what  were  originally 
contingency  sales  to  regular  sales. V   NRDC  vehemently  objects 
to  these  changes.   The  St.  George  Basin  contains  one  of  the  world's 
greatest  fisheries,  according  to  the  Department  of  Interior.   The 
original  decision  to  schedule   a  sale  in  this  region  and  another 
in  the  Chukchi  Sea  as  contingency  sales  was  based  on  the  need  for 
additional  information  on  the  sensitivity  and  productivity  of 
these  areas.   These  same  needs  exist  today.   Yet  the  Department 
now  proposes  expediting  these  and  other  Alaskan  sales  without 
explaining  how  these  information  needs  can  be  satisfied.   For 
this  reason  we  believe  that  the  proposed  program  fails  to  give 
due  consideration  to  the  marine  productivity  and  environmental 
sensitivity  of  OCS  regions  as  required  by  the  OCS  amendments,  and 
does  not  represent  a  proper  balance  between  the  potential  for 
environmental  damage,  the  potential  for  discovery  of  oil  and  gas, 
and  the  potential  for  adverse  impacts  on  the  coastal  zone. 

NRDC  has  also  serious  concerns  about  OCS  leasing  within 
many  other  areas  included  in  the  proposed  schedule.   For  example, 
in  the  Mid-Atlantic  the  potential  for  sediment  slides  exists  at 
the  shelf  break  and  on  the  slope.   No  presently-available  tech- 
nology has  been  demonstrated  as  adequate  to  withstand  such  slides 
should  they  occur.   Yet  the  potential  environmental  consequences 
of  platform  failure  in  the  event  of  such  slides  are  extremely 
serious.   In  the  North  Atlantic,  NRDC  believes  that  before  any 
lease  sale  may  be  held,  there  must  be  assurance  that  the  incredible 


i/The  St.  George  Basin  sale  was  a  contingency  sale  originally 
scheduled  for  19  85 — now  it  is  a  regular  sale  scheduled  for  1982. 
The  Chukchi  Sea  lease  sale  was  originally  a  contingency  sale 
scheduled  for  1984 — now  it  is  a  regular  sale  scheduled  for  1985. 
The  Navain  Basin  sale  has  been  moved  up  from  1985  to  1984  and  a 
new  area,  the  Northern  Aleutian  Shelf,  has  been  scheduled  for  a 
lease  sale  in  1983. 
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productivity  of  the  area  which  makes  it  a  worldwide  fishery 
resource  will  not  be  put  at  rick.   Nationwide  we  are  concerned 
about  OCS  leasing  close  to  shore  because  of  the  increased  risk 
of  major  or  chronic  oil  spills  reaching  shore  and  harming 
valuable  coastal  wetlands,  beaches,  and  estuaries.   Yet,  as  pro- 
posed, the  regions  included  on  the  schedule  are  so  broadly  de- 
fined that  they  extend  close  to  shore. 

NRDC  raises  these  concerns  about  the  Mid-Atlantic  and 
North  Atlantic  regions,  not  necessarily  to  argue  for  the  deletion 
of  these  areas  now  from  the  proposed  schedule,  but  in  order  to 
bring  to  the  Committee's  attention  early  on  some  of  the  very 
substantial  environmental  risks  we  perceive  to  be  associated  with 
further  leasing  in  these  areas.   The  Interior  Department  has 
stated  that  the  scheduling  of  a  sale  in  these  or  other  regions 
does  not  mean  that  the  sale  will  in  fact  be  held,  particularly 
once  environmental  studies  have  been  conducted  and  the  environ- 
mental impact  statement  process  completed.   However,  from  past 
experience,  we  know  that  once  a  sale  is  on  a  schedule,  the 
Secretary  develops  an  almost  unshakable  commitment  to  going  for- 
ward with  it.   In  view  of  some  of  the  very  substantial  problems 
in  some  of  the  regions  proposed  for  leasing,  we  believe  that  it 
is  imperative  that  the  Secretary  of  Interior  make  a  clear  commit- 
ment to  the  Congtess  and  the  public  that  even  once  the  program 
is  finalized,  he  is  not  locked  into  the  schedule,  particularly 
if  upon  examination,  the  environmental  risks  associated  with 
leasing  in  a  particular  area  are  severe. 

2.   Failure  of  the  Program  to  Explain  How  Environmental 
and  Other  Considerations  were  VJeighed  and  Hov/  They 
Influenced  the  Selection  of  the  Proposed  Schedule 

One  of  the  greatest  deficiencies  in  the  proposed  program 
is  that  it  fails  entirely  to  discuss  or  detail  how  the  eight 
factors  set  out  in  Section  18(a)  (2)  were  weighed  and  how  the 
proper  balance  between  environmental  protection  and  resource 
potential  was  struck,  as  required  by  the  amendments.   In  fact, 
there  is  no  mention  in  the  letter  from  Secretary  Andrus  which 
accompanied  the  proposed  schedule  of  how  the  marine   productivity 
or  environmental  sensitivity  of  the  different  OCS  regions  or 
competing  uses  in  these  regions  affected  his  selection  of  the 
proposed  schedule.   We  believe  that  as  a  consequence  the  content 
of  the  proposed  program  is  seriously  deficient — it  fails  to 
adequately  explain  and  detail  the  rationale  for  the  program 
selected  in  light  of  the  statutory  criteria.   The  staff  memor- 
andum which  was  also  svibmitted  to  the  Committee  cannot  remedy  this 
deficiency,  since  the  Secretary  has  not  included  it  as  part  of 
the  proposed  program  and  since  the  options  presented  in  that 
document  differ  from  the  schedule  proposed  by  the  Secretary. 

In  any  event,  the  accompanying  staff  memorandum  itself 
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is  deficient  in  the  sane  v/ay.   In  the  discussion  of  the  develop- 
ment of  the  leasing  program  under  Tab  B,  there  is  no  mention  of 
how  the  various  Section  18(a) (2)  factors  were  weighed  and  how 
they  influenced  the  selection  of  the  four  options  presented  to 
the  Secretary.   Indeed,  considerations  of  resource  potential  and 
industry  interest  appear  to  be  the  dominant  considerations.   For 
example,  under  Tab  5  of  the  staff  memorandum,  the  discussion  of 
possible  sale  locations  focuses  solely  on  industry  interest  and 
resource  potential.   There  is  no  mention  of  considerations  of 
marine  productivity  or  competing  uses. 

Under  Tab  6  of  the  staff  memorandum  there  is  a  discussion 
of  the  mcirine  productivity  and  environmental  sensitivity  of 
different  OCS  regions.   This  contains  no  analysis  of  areas  of 
important  fishery  habitat,  or  areas  of  high  marine  productivity 
(apart  from  large  commercial  and  recreational  fisheries) .   Im- 
portant estuarine  areas  on  the  East  Coast  were  omitted  from 
consideration  as  were  valuable  coastal  resources  such  as  sandy 
beaches.   There  was  no  overall  ranking  of  areas  on  the  basis  of 
their  sensitivity  or  productivity.   There  was  no  consideration 
given  to  areas  nominated  for  marine  sanctuary  status. 

The  deficiencies  in  analysis  and  in  the  lack  of  evidence 
of  serious  consideration  of  environmental  factors  in  the  Secre- 
tary's proposed  program  and  in  the  supporting  staff  memorandum 
draw  into  serious  question  the  Department's  compliance  with  the 
OCSLA. 

3.  Proposals  to  Proceed  with  Leasing  Process  in  Certain 
Areas  Before  Program  and  EIS  Finalized. 

We  object  to  that  part  of  the  Department's  proposed  program 
which  calls  for  the  commencement  of  the  leasing  process  in  areas 
of  the  OCS  such  as  the  St.  George   Basin,  which  were  not  on  the 
19  77  schedule,  prior  to  the  finalization  of  the  5-year  program 
and  the  completion  of  the  programmatic  EIS.   We  believe  that  the 
dates  for  such  sales  should,  at  a  minimum,  be  postponed  so  as  to 
insure  that  the  5-year  program  and  the  environmental  impact  state- 
ment are  finalized  before  the  leasing  process  in  these  areas 
commences. 

4.  Time  Period  Between  Call  for  Nominations  and  Lease  Sale 

We  vehemently  oppose  industry's  proposal  for  shortening 
the  period  between  the  call  for  nominations  and  the  sale  date. 
This  time  period  is  needed  to  insure  that  information  is  gathered 
on  geological  hazards  and  environmental  risks,  and  the  results 
properly  integrated  into  the  leasing  process.   This  time  period 
cannot  be  compressed  and  still  ensure  full  and  fair  consideration 
of  environmental  values. 
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5.  Environmental  Studies  ProgreLO 

Effective  implementation  of  this  program  is  critical  to 
the  proper  conduct  of  the  leasing  program.   The  information 
gathered  from  these  studies  will  provide  essential  information 
on  whether  and  how  to  proceed  with  leasing  in  the  proposed  sale 
areas. 

NRDC  is  pleased  to  see  that  the  program  proposes  to  incor- 
porate a  niimber  of  the  environmental  studies  results  into  the 
environmental  impact  statement  process.   However,  we  believe  more 
of  the  results  should  be  incorporated  at  the  draft  environmental 
impact  statement  phase  in  order  to  give  the  public  the  opportxinity 
to  comment  on  the  proposed  sale  in  light  of  the  study  results. V 

NRDC  is  concerned  about  the  effect  of  the  Secretary's  pro- 
posed revision  of  the  leasing  program  on  the  availability  of  study 
results  in  frontier  areas.   For  example,  what  does  the  expediting 
of  the  St.  George  Basin  lease  sale  mean  in  terms  of  understanding 
geological  hazards,  living  resources,  and  the  impacts  of  OCS 
development  on  that  region,  before  the  lease  sale  is  held?  This 
is  a  key  factor  which  should  be  discussed  in  the  Secretary's 
program. 

NRDC  believes  that  there  has  been  inadequate  staffing  of 
the  environmental  studies  program  vdthin  Interior  and  questions 
whether  the  proposed  staffing  levels  are  sufficient  to  alleviate 
this  problem. 

NRDC  also  questions  why  funding  and  staffing  levels,  as 
proposed,  should  decrease  as  more  OCS  acreage  is  leased  and  more 
information  is  needed  for  post- lease  sale  decisions.   As  the 
Department's  own  analyses  indicate,  the  lease  sale  decision  is 
only  one  decision  in  a  continuum  of  decisions  for  which  environ- 
mental information  is  required.   We  fail  to  see  a  good  rationale 
for  the  decreased  levels. 

6.  Programmatic  EIS 

We  believe  that  the  Department  of  the  Interior's  decision 
to  prepare  a  Programmatic  EIS  on  the  5-year  leasing  program  was 
the  correct  decision  both  from  a  legal  and  a  policy  point  of 


—/The  results  of  studies  on  both  the  living  resources  and  geolo- 
gical hazards  in  areas  such  as  the  Chukchi  Sea,  the  St.  George 
Basin,  Norton  and  Hope  Basins  are  proposed  for  incorporation  in 
the  Final  Environmental  Statement  rather  than  the  Draft  Environ- 
mental Statement.   (See  Tab  5  of  Staff  Memorandum,  p.  10). 
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view.   Hov/ever,  v/e  are  very  concerned  about  the  timing  of  the 
EIS  in  relation  to  the  program.   The  tv;o  processes  are  not  being 
properly  synchronized.   The  DES  will  not  be  coming  out  until  this 
month  while  the  proposed  program  was  issued  in  June.   This  makes 
it  appear  that  the  EIS  will  function  as  a  rationalization  of  the 
proposed  program  rather  than  as  a  decision-making  document  used 
by  the  Secretary  in  his  formulation  of  the  proposed  program. 

NRDC  believes  that  it  is  essential  that  the  DES  contain 
an  explanation  of  the  Secretary's  revision  of  the  March  program 
and  a  detailed  discussion  of  how  the  proposed  program,  as  revised, 
reflects  appropriate  consideration  of  environmental  concerns. 

Thank  you  for  consideration  of  this  testimony. 
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Environmental  Policy  Institute 

317  Pennsylvania  Ave.  S.E.  Washington.  D.C.  20003 

202/544-8200 


TO:     SELECT  COMMITTEE  ON  OUTER  CONTINEKTAL  SHELF 
HOUSE  OF  REPRESENTATIVES 

FROM:   HOPE  ROBERTSON 

RE:     THE  FIVE  YEAR  LEASING  PROGRAM  FOR  THE  OUTER  CONTINENTAL  SHELF 

AUGUST  1,   1979 

Mr.  Chairman  and  members  of  the  Committee,  I  appreciate  the  oppor- 
tunity to  present  the  views  of  the  Environmental  Policy  Institute  regarding 
the  five  year  leasing  program  for  the  Outer  Continental  Shelf  (OCS)  and 
other  aspects  of  the  OCS  program. 

In  May,  we  testified  before  this  Committee  concerning  the  impact  of 
the  President's  mandate  for  accelerated  leasing  on  the  proposed  Five 
Year  Leasing  Program  issued  by  the  Department  of  Interior  (DOI) . The  concerns 
which  we  expressed  at  that  hearing  unfortunately  appear  to  have  had  some  basis, 
as  exactly  what  we  hoped  would  not  happen,  did.   The  proposed  June  schedule 
added  sales  in  some  pf  the  OCS  areas  we  felt  were  most  important  to  stay  out 
of  for  a  while  longer.   The  sales  of  greatest  concern  to  us  include  some  of 
the  frontier  areas  in  Alaska,  such  as  St.  George  Basin,  North  Aleutian  Shelf, 
Chukchi,  and  Navarin  Basin. 

However,  as  the  June  schedule  is  only  a  proposed  one,  we  are  hopeful 
that  our  concerns  will  be  reflected  in  the  final  version. 

There  are  several  alternative  sale  schedules  which  would  satisfy  concerns 
of  all  interested  parties.   As  I  will  discuss  in  a  moment,  we  are  hoping  that 
the  draft  EIS  for  the  Five  Year  Leasing  Program  addresses  these  alternatives. 
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Alternatives  to  June  Five  Year  Leasing  Program 

As  you  know,  we  strongly  supported  Secretary  Andrus '  March  schedule 
with  a  few  minor  exceptions.   His  extremely  thoughtful  approach  to  some  of 
the  more  hazardous,  sensitive  areas  in  Alaska  was  one  we  fully  endorsed. 
That  approach  involved  a  commitment  to  begin  the  necessary  planning  steps 
in  some  of  the  Alaskan  areas  but  not  to  specifically  include  these  areas  in 
the  actual  schedule.   The  justification  for  this  approach  was  that  there 
were  too  many  unknowns  in  these  areas  to  make  a  commitment  to  hold  a  sale 
at  this  time  but  that  steps  should  be  taken  to  prepare  for  a  potential  sale 
in  the  future.   Some  industry  representatives  complained  that  there  was  no 
guarantee  environmental  studies  and  other  planning  steps  would  actually  be 
taken  without  the  incentive  of  a  scheduled  sale. 

Armed  with  the  Department  of  Energy's  (DOE)  production  goals  and  the 
President's  mandate,  critics  of  the  March  schedule  were  successful  in  pushing 
DOI  into  some  of  the  areas  they  felt  they  should  stay  out  of  temporarily. 

Our  arguments  before  the  release  of  the  June  schedule,   were   that 
DOI  did  not  have  to  move  into  some  of  the  most  sensitive  areas  in  order  to 
comply  with  the  President's  mandate.   At  the  July  9  hearing,   Mr.  O'Leary  of 
DOE,  if  you  remember,  stated  that  they  did  not  care  where  DOI  leased  as  long 
as  the  production  goals  were  met  as  much  as  possible.   In  other  words,  DOI 
could  hold  more  sales  in  other,  less  controversial  areas.   This  is  the  basis 
for  our  first  alternative  to  the  present  schedule. 

DOI  should  explore  returning  to  the  March  schedule  but  in  order  to 
accelerate  production, add  additional  sales  in  less  controversial  areas  such 
as  the  Gulf  of  Mexico  or  Southern  California.   At  least  in  these  CCS  regions 
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there  is  more  inforniation  available  concerning  ways  to  mitigate  environmental 
impacts  and  adequate  technology  to  meet  the  physical  conditions  offshore.   I 
don't  feel  as  comfortable  saying  that  now  in  light  of  the  ongoing  PEMEX  oil 
spill.   But  clearly  an  accident  such  as  the  Mexican  one  would  not  stand  a 
chance  of  clean-up  under  some  of  Alaska's  harsh  conditions. 

Another  alternative  is  simply  an  expansion  of  DOI ' s  new  category  of 
contingency  sales.   According  to  DOI,  a  contingency  sale  is  basically  a 
cushion  in  the  event  that  a  sale  is  cancelled  for  some  reason,  such  as  a 
law  suit  or  new  knowledge  about  potential  hazards  to  drilling  operations. 
The  June  schedule  includes  only  one  contingency  sale. 

All  of  the  steps  leading  up  to  holding  a  sale  would  be  completed  for 
the  contingency  sale  but  if  all  other  sales  were  held,  the  contingency  sale 
would  not  be  needed.   Obviously,  the  planning  for  the  contingency  sales  would 
not  be  wasted.   The  contingency  sales  could  be  scheduled  at  some  future  time 
with  minimal,  if  any,  effort  necessary. 

What  I  feel  merits  some  serious  attention  is  scheduling  more  than  one 
contingency  sale.   By  having  several  contingency  sales  in  the  schedule,  the 
enormous  pressure  which  the  Secretary  will  be  under  to  hold  all  of  the  sales 
sales  will  be  diminished.       If,  during  the  planning  process  for  sales 
in  the  controversial  sale  areas  mentioned  earlier,  DOI  determines  that  the 
regional  impacts  or  physical  hazards  would  necessitate  cancelling  the  sale, 
one  of  the  contingency  sales  could  be  held  instead.   This  approach  would  enable 
the  government  to  meet  their  production  goals,  give  industry  the  same  oppor- 
tunities to  drill  for  oil,  but  in  a  different  location,  and   address  the 
concerns  of  citizens. 
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There  is  an  additional  advantage  to  this  approach.    Assuming 
all  parties  are  satisfied  that  there  will  not  be  significant  damage  to  the 
marine  or  onshore  environment  from  OCS  activities  in  these  sensitive  areas 
and  that  industry  does  have  the  technical  capability  to  handle  the  adverse 
conditions,  the  Secretary  could  go  forward  with  the  original  sale.   Assuming 
that  the  preparation  for  the  contingency  sale  complied  with  the  requirements 
of  the  OCS  Act,  there  would  also  be  an  opportunity  to  hold  that  sale,  too. 
These  sale  options  and  others  should  definitely  be  fully  discussed  in  the 
draft  EIS  for  the  5  Year  Leasing  Program,  as  I  will  address  next. 

EIS  ON  FIVE  YEAR  LEASING  PROGRAM 

First,  we  are  pleased  that  DOI  decided  to  write  an  EIS  on  this  important 
step  in  the  OCS  program.   This  document,  if  thoroughly  written,  will  represent 
an  important  decision-making  tool.   EPC  and  NRDC  met  with  BLM  in  June  to  dis- 
cuss our  concerns  about  the  content  of  the  EIS.   We  also  wrote  Secretary 
Andrus  and  outlined  some  of  the  specific  issues  we  felt  must  be  addressed  in 
the  EIS.   As  the  Five  Year  Leasing  Program  is  still  subject  to  change,  the 
section  in  the  EIS  dealing  with  alternative  sale  options  will  be  one  of  the 
most  important  parts  of  the  document.   Thorough  examination  of  alternative 
sale  schedules,  including  discussion  of  including  more  contingency  sales, 
substituting  sales  in  other  OCS. areas  for  those  Alaskan  sales  added  in  the 
June  schedule  and  additional  possibilities,  should  be  conducted. 

There  are  other  issues  which  should  also  be  addressed  in  the  EIS.   One 
factor  needing  study  is  the  ability  of  different  sections  of  the  U.S.  to 
utilize  OCS  oil  and  gas  production  efficiently.   I  must  take  exception  to 
the  statements  made  by  Mr.  O'Leary  on  behalf  of  DOE.   He  stated  that  the 
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availability  of  transportation  and  processing  facilities  should  not  be  a  con- 
sideration in  determining  where  OCS  development  should  occur.   I  find  it 

contrary  to  normal  business  sense  to  promote  development  of  a  natural  re- 
source in  an  area  which  may  not  temporarily  be  capable  of  handling  the  pro- 
duct.  The  particular  example  used  was  the  west  coast's  capacity  to  process 
and  market  Alaskan  crude. 

In  light  of  all  the  confusion  over  whether  or  not  a  west  coast  crude 
surplus  exists,  which  for  the  moment  appears  not  to  be  the  case,  some  evalua- 
tion of  these  factors  should  be  included  in  scheduling  production.   If,  in 
fact,  the  west  coast  will  have  difficulty  handling  large  increases  in 
Alaskan  oil  in  a  few  years,  then  perhaps  OCS  development  should  be  concen- 
trated for  the  time  being  in  those  areas  with  the  infrastructure  to  handle 
it. 

Needless  to  say,  we  are  anxiously  awaiting  the  draft  EIS  to  see  if  the 
questions  we  raised  early  in  the  process,  before  any  writing  of  the  EIS  had 
begun,  will  be  addressed.   I  urge  this  Committee  to  press  DOI  to  thoroughly 
examine  all  of  these  issues  and  others  as  the  EIS  can  play  a  very  constructive 
role  in  making  final  decisions  on  the  Five  Year  Leasing  Program. 

OCS  Regulations 

A  final  area  I  would  liketto  touch  upon, which  has  a  direct  bearing  on 
our  reception  of  any  five  year  leasing  program, deals  with  the  timely  promul- 
gation of  the  new  OCS  regulations.   Without  the  new  regulations  in  place,  we 
will  have  difficulty  supporting  continued  sales.   Fortunately,  the  vast 
majority  of  the  regulations  will  be  issued  within  the  next  month  or  so. 
However,  work  on  one  of  the  most  important  sections  of  the  new  law  is  now 
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significantly  behind  schedule.   In  testimony  before  this  Committee  last 
December,  I  relayed  a  timetable  given  to  me  by  DOE  for  completion  of  bidding 
regulations.   What  I  was  told  last  December  was  that  the  regulations  would 
be  out  by  February  1979  and  that  it  would  take  4-6  months  for  the  rulemaking 
process,  and  3-4  months  for  the  industry  to  get  geared  up  to  use  the  systems. 
This  meant  that  the  regulations  would  be  ready  in  7-10  months  from  February 
1979 , for  use  on  the  next  sale.   Using  the  same  predictions,  the  first  sales 
to  use  new  bidding  systems,  assuming  the  regulations  are  published  in  August, 
would  be  September  of  1980   under  the  proposed  June  11  schedule.   Being  some- 
what reasonable  and  giving  DOE/DOI  nine  months'  grace  after  passage  of  the 
CCS  Act  in  September  1978,  there  will  still  be  6  sales  held  without  the  bene- 
fit of  new  bidding  systems  as  a  result  of  this  schedule. 

Those  sales  that  have  been  held  over  the  past  year  have  continued  to 
Utilize  conventional  bidding  systems.   In  the  majority  of  instances,  even  when 
the  sliding  scale  royalty  system  .was  used,  the  lowest  permissable   fixed 
royalty  rate  was  applied  to  the  sale.    .  As  long  as  we  seem  to  be  going 
forward  with  sales  without  the  benefit  of  new  bidding  systems,  DOI  should 
not  be  taking  the  most  conservative  approach, but  rather  using  the  systems 
in  the  most  innovative  manner  possible. 

If  you  remember  correctly ,_  DOE  said  on  July  9th  that  the  regulations 
would  be  published  that  week.   I  assume  they  were  referring  to  the  general 
regulations  pertaining  to  bonus  bids,  royalty  bidding  and  sliding  scale  systems. 
The  regulations  on  sequential  bidding  and  profit  sharing  are  hung  up  somewhere 
within  DOE.       ,   Unless  DOE  has  a  new  definition  of  a  week,  they  are  not 
living  up  to  their  statements  to  you  on  July  9th.   However,  there  may  be 
some  basis  for  optimism  on  the  regulations  covering  the  first  three  bidding 
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systems  mentioned.   Apparently  these  regulations  were  supposed  to  have  been 
sefit  to  the  Federal  Register  on  July  31. 

Unfortunately,  the  most  important  innovations  in  the  bidding  procedures 
are  still  bogged  dovm.   Eight  months  ago  I  was  willing  to  be  patient  and 
let  DOE/DOI  fall  behind  schedule  somewhat,  with  the  hopes  that  the  extra 
time  entailed  would   pay    off  by  producing  good  regulations.   However, 
I  am  beginning  to  question  how  much  of  DOE/DOI 's  slow  performance  on  the 
regulations  is  generated  by  their  commitment  to  produce  good  regulations 
and  how  much  is  sheer  inability  to  act  expeditiously.   I  urge  this  Committee 
to  continue  demanding  some  accountability  from  DOE/DOI  on  the  bidding  sys- 
tems .  j 

Unless  the  regulations  on  new,  not  existing,  systems  are  issued  soon, 
the  grounds  for  law  suits  to  stop  future  sales  due  to  the  negligence  of  the 
federal  government  to  use  the  new  bidding  systems,  as  mandated  under  the 
OCS  law,  will  continue  to  be  strengthened.   If  the  delays  in  new  bidding 
systems  persist,  clearly  the  Congress  should  begin  to  challenge  both  DOE 
and  DOI  for  not  following  the  intent  of  Congress.   Obviously,  the  existence  of 
regulations  for  new  bidding  systems  must  be  an  important  consideration  when 
the  President  and  Congress  review  the  Five  Year  Leasing  Program. 

CONCLUSIONS  .      .  • 

EPC  clearly  recognizes  the  need  to  produce  oil  and  gas  domestically. 
But  consistent  with  the  concerns  we  have  expressed  for  many  years,  we  want 
to  make  sure  that  other  equally  important  resources  are  protected.   We  have 
not     spent  years  fighting  for  reforms  in  the  OCS  law  only  to  stand  by 
and  watch  environmental  and  consumer  interests  once  again, backed  into  a 
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The  differences  between  the  March  and  June  schedules  definitely  raise 
questions  about  the  level  of  consideration  certain  environmental  values  are 
being  given.   This,  combined  with  the  seeming  lack  of  commitment  by  both 
the  Energy  and  Interior  Departments  to  issue  regulations  on  new  bidding 
systems  or  use  existing  ones  creatively,  seems  to  hint  at  a  business  almost 
as  usual  approach.   Although  we  have  applauded  those  efforts  made  by  various 
departments  to  implement  many  of  the  provisions  of  the  Act,  all  the  strong 
regulations  and  legislative  mandates  in  the  world  are  worthless) unless  they 
are  complied  with. 

We  hope  that  the  original  inclination  of  Secretary  Andrus  with  regard 
to  the  Five  Year  Leasing  Program  will  be  followed,  with  allowances  for  in- 
creased oil  and  gas  production  as  was  suggested  earlier.   A  leasing  program 
which  balances  all  the  concerns  listed  in  the  OCS  Act  combined  with  the  de- 
velopment and  use  of  new  bidding  systems,  should  insure  that  these  publicly  ■ 
owned  resources  are  developed  safely  and  with  the  maximum  benefit  to  our 
national  energy  needs. 
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The  proposed  OCS  lease  schedule  released  in  June  poses  serious  threats 

to  the  environment,  particularly  the  newly  proposed  lease  lareas  off  the 

Alaskan  coast. 

Friends  of  the  Earth  stronly  urges  a  reconsideration  of  the  proposed 
schedule 

five-year  lease  with  a  return  to  the  basic  plan  put  forward  in  March,  vAiich 
vjas  a  much  more  conservative  and  responsible  plan.    The  shift  from  the 
March  to  the  June  plan  is  one  that  will  open  1:5)  large  numbers  of  arctic  cireas 
off  the  coast  of  Alaska  vdiich  were  not  previously  considered — and  with  good 
reason.     It  is  well  known  that  the  technology  of  all  aspects  of  drilling 
and  transportation  is  not  yet  adequately  developed  for  arctic  conditions. 
Little  is  known  about  what  happens  to  oil  spilled  \nder  ice,  the  long-term 
effects  of  oil  on  arctic  ecosystems,  how  to  transport  oil  safely  in  arctic 
conditions,  to  name  just  a  few  of  the  bigger  problems.    Sore  of  the 
richest  fishery  areas  of  Alaska  will  be  seriously  threatened  by  this  proposed 
lease  schedule.  Critical  walrus  habitat,  polar  bear  denning  areas  and  v^ale 
migratory  routes  will  be  threatened  by  a  program  that  has  not  yet  solved 
these  very  serious  problems. 

Friends  of  the  Earth  is  not  against  increased  OCS  oil  and  gas  production 
if  it  is  conducted  with  maximum  safety  for  the  environment.  Until  critical 
studies  have  been  done  to  guarantee  the  safety  of  both  drilling  and  transpor- 
tation, we  strongly  recanmend  that  increased  oil  and  gas  exploration  should 
be  directed  toward  already  established  drilling  areas  in  temperate  climates 
such  as  the  Gulf  of  Mexico.   The  extreme  inadeq\aacy  of  the  Beaufort  lease 
sale  EIS  has  revealed  just  how  little  is  known  about  both  the  effects  of  oil 
in  arctic  waters  and  ice  conditions  and  how  to  guarantee  relatively  safe 
production.  Repeated  blow-outs  by  Dome  Petroleum  in  the  Beaufort  have  very 
fortunately  been  dry.  A  gusher  would  be  catastrophic. 

The  recent  incredible  PEMEX  disaster  in  the  Gulf  of  Ntexico  can  only 
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serve  to  remind  us  that  ve  do  not  yet  have  a  safe  oil  and  gas  developtent 
technology.  The  spill  from  that  blow-out  has  now  extended  across  the  entire 
Gulf  of  Mexico  to  within  just  a  few  miles  of  the  Texas  shore,  where  it  is 
expected  to  hit  the  beaches  imminently.    The  effects  of  such  a  spill  in 
an  arctic  climate  are  beyond  the  imagination.  It  WDuld  be  virtually  im- 
possible to  contain  or  clean  it  up. 

Native  peoples  in  Alaska  have  expressed  grave  concern  ovef  the  impact 
of  the  proposed  five  year  schedule.   They  fear  that  it  could  have  devastating 
consequences  for  the  many  species  of  birds  and  animals  they  hunt  for  food  and 
as  an  integral  part  of  their  ancient  cultural  way  of  life.  Despite  the  fact 
that  oil  and  gas  development  could  bring  economic  booms  to  many  Alaskan  towns, 
we  have  been  told  by  native  groups  that  they  will  fight  oil  and  gas  exploration 
as  a  threat  to  their  entire  way  of  life. 

We  suggest  that  the  concept  of  the  contingency  sale  could  be  broadened  con- 
siderably as  a  back-up  system  to  the  lease  schedule  if  indeed  it  takes  longer 
than  anticipated  to  verify  the  safety  of  arctic  drilling.  A  broad  contingency 
sale  plan  would  provide  the  Administration  with  much  needed  flexibility  in  the 
leasing  program  and  would  go  far  to  guaranteeing  that  production  remained  on 
schedule . 

Finally,  we  are  ccncemed  that  this  stepped  up  lease  schedule  has  not 
taken  into  consideration  two  additional  problems,  the  market  for  the  oil  and 
the  refinery  capacity  and  transportation  situation.  Vfe  suggest  that  this 
schedule  should  not  go  forward  \*ile  there  is  still  considerable  question 
concerning  the  need  for  additional  oil  on  the  west  coast  and  until  solutions 
have  been  planned  for  the  safe  transportation  of  oil  and  gas  through  extremely 
hazardous  arctic  conditions. 

[Whereupon,  at  12:50  p.m.,  the  committee  was  adjourned.] 


OUTER  CONTINENTAL  SHELF  OVERSIGHT 

BRIEFING 


WEDNESDAY,  AUGUST  29,  1979 

House  of  Representatives, 
Select  Committee  on  the  Outer  Continental  Shelf, 

San  Francisco,  Calif. 

The  select  committee  met,  pursuant  to  notice,  at  8  a.m.,  in  the 
Delores  Room,  the  Hyatt  Union  Square  Hotel,  San  Francisco, 
Calif.,  Hon.  John  M.  Murphy  (chairman  of  the  select  committee) 
presiding. 

Present:  Representatives  Murphy,  Hughes,  John  Burton,  Clau- 
sen, McCloskey,  Lewis,  and  Royer. 

The  Chairman.  The  committee  will  come  to  order. 

Before  we  embark  on  2  days  of  public  hearings  on  lease  sale  53 
here  in  California,  I  felt  it  would  be  useful  for  the  committee  to  be 
briefed  by  some  of  the  Federal  officials  who  deal  with  OCS  activi- 
ties and  related  impacts  on  the  west  coast  to  discuss  the  respective 
OCS  responsibilities  of  their  departments. 

Accordingly,  I  would  like  to  introduce  Vice  Adm.  James  S.  Gra- 
cey,  U.S.  Coast  Guard,  who  will  discuss  oil  spill  cleanup  capabili- 
ties, port  access  routes,  and  OCS  safety. 

Admiral  Gracey  is  going  to  leave  after  that  presentation  because 
of  another  commitment  he  has  in  another  city  this  morning. 

Mr.  Michael  Shapiro,  Assistant  General  Counsel,  NOAA,  will 
discuss  coastal  zone  management  activities,  environmental  studies 
and  applicable  marine  sanctuary  proposals;  Mr.  George  Robinson, 
Regional  Director,  USGS,  and  Mr.  Bill  Grant,  Manager,  Pacific 
OCS  Office,  who  will  discuss  the  Department  of  the  Interior's  leas- 
ing activities,  including  such  matters  as  environmental  studies, 
resource  potential  analyses,  cooperative  efforts  with  State  and  local 
officials,  and  other  related  items;  and  Mr.  Paul  DeFalco,  Jr.,  Re- 
gional Director,  EPA,  who  will  discuss  air  quality  and  other  envi- 
ronmental aspects. 

Gentlemen,  if  you  will  introduce  your  accompanying  staff  for  the 
record,  we  will  go  right  ahead  and  proceed  with  Admiral  Gracey. 

STATEMENT  OF  VICE  ADM.  JAMES  S.  GRACEY,  U.S.  COAST 
GUARD,  ACCOMPANIED  BY  CAPT.  ERNEST  L.  MURDOCK, 
CHIEF  MARINE  SAFETY  DIVISION,  12th  COAST  GUARD  DIS- 
TRICT, AND  LT.  COMDR.  TERRY  W.  SINCLAIR,  PLANNING 
STAFF  (CZM)  12th  COAST  GUARD  DISTRICT 

Admiral  Gracey.  Thank  you,  Mr.  Chairman. 
I  have  with  me  this  morning  Capt.  Ernest  Murdock,  who  is  the 
Chief  of  the  Marine  Safety  Division  on  the  12th  Coast  Guard  Dis- 
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trict  Staff,  and  Lt.  Comdr.  Terry  Sinclair,  who  is  the  Planning 
Officer  for  the  12th  Coast  Guard  District. 

I  am  Vice  Adm.  James  S.  Gracey,  Commander  Coast  Guard 
Pacific  Area  and  Commander  12th  Coast  Guard  District.  I  am 
pleased  to  have  this  opportunity  to  discuss  with  you  lease  sale  No. 
53  as  viewed  from  the  Coast  Guard  perspective. 

Official  involvement  of  the  Coast  Guard  in  matters  concerning 
lease  sale  No.  53  stems  from  several  sources — our  statutory  respon- 
sibility for  the  safety  of  vessels  and  for  protection  of  the  marine 
environment  and  structures  on  the  Outer  Continental  Shelf,  the 
International  Convention  of  the  Continental  Shelf,  various  resolu- 
tions adopted  by  the  Intergovernmental  Maritime  Consultative  Or- 
ganization, and  the  Port  and  Tanker  Safety  Act  of  1978,  as  well  as 
our  basic  statutory  obligations. 

In  addition,  I  feel  we  of  the  Coast  Guard  have  much  to  contribute 
in  achieving  something  which  I  consider  absolutely  essential  to  the 
well-being  of  our  country;  namely,  to  find  a  way  to  blend  the  two 
often  conflicting  imperatives  of  protecting  our  sensitive  environ- 
ment from  irreparable  damage  and  destruction  and  moving  for- 
ward in  the  search  for  vital  resources  and  in  other  enterprises 
which  are  essential  to  the  health  and  security  of  the  United  States. 

Both  are  critical  undertakings.  Neither  must  go  forward  to  the 
exclusion  of  the  other,  but  neither  must  be  allowed  to  be  crippled 
by  the  other,  either. 

It  is  my  policy,  and  practice,  to  join  in  deliberations  on  marine 
projects  involving  these  considerations  and  to  try  to  help  work  out 
the  knotty  problems  that  arise.  It  is  in  this  context  that  I  speak  to 
you  this  morning. 

The  waters  off  the  Pacific  coast  of  the  United  States,  and  the 
coast  itself,  are  marvels  of  natural  beauty  and  abundance.  They 
abound  in  marine  life,  many  forms  of  which  are  sensitive  and,  for 
one  reason  or  another,  are  in  danger  of  extinction. 

Some,  like  the  sea  otter,  are  particularly  susceptible  to  damage 
by  oil,  and  some,  like  the  same  sea  otters,  are  crucial  to  the  whole 
natural  balance  because  they  control  damaging  forms  of  other 
marine  life.  Others,  like  the  gray  whale,  migrate  at  regular  inter- 
vals through  the  area. 

I  am  sure  you  will  hear  about  all  that  in  great  detail  during  your 
hearings  here.  We  must  be  sure  we  instill  safeguards  to  protect  the 
various  forms  of  marine  life  as  we  proceed  with  our  exploration  for 
oil.  But  proceed  we  must. 

The  waters  of  the  Pacific  coast  also  contain  the  shipping  lanes 
along  which  flow  the  commerce  of  this  part  of  the  United  States 
and  the  lion's  share  of  our  trade  with  the  lands  across  the  Pacific 
Ocean.  It  is  also  through  these  waters  that  oil  from  the  Alaska 
pipeline  is  carried  by  tankers.  It  is  here  that  west  coast  fishermen 
work. 

The  waters  in  which  these  vessels  sail  and  work  are  subject  to 
violent  storms  and  dense  fog.  They  are  rarely  pacific  especially 
close  to  the  coast,  and  they  are  often  hidden  from  view. 

Navigation  is  tricky,  though  loran  C  is  providing  invaluable  as- 
sistance in  most  areas,  and  protected  major  ports  are  few.  So,  our 
primary  concerns  with  lease  sale  No.  53  are:  (1)  Keeping  ships 
away  from  oil  rigs;  (2)  keeping  ships  away  from  each  other;  (3) 
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keeping  oil  rigs  and  ships  safe  from  the  elements,  as  well  as  other 
hazards. 

I  won't  take  your  time  in  discussing  the  matter  of  keeping  rigs 
and  ships  safe  because  that  is  a  matter  in  which  you  are  well 
versed  through  your  legislative  activities  and  knowledge  of  prac- 
tices where  drilling  is  already  being  done. 

The  Coast  Guard  has  in  effect,  or  is  developing,  extensive  regula- 
tions dealing  with  the  construction  and  maintenance  of  mobile  oil 
drilling  units  and  the  licensing  of  many  of  their  crew  members. 
Their  operation  off  northern  California  will  significantly  increase 
the  activities  of  the  Coast  Guard  Marine  Safety  Office  in  San 
Francisco. 

They  will  also  create  a  need  for  additional  ship  and  aircraft  time 
to  permit  us  to  conduct  the  inspections  required  of  us. 

Incidentally,  we  are  looking  with  interest  at  some  ships  the 
British  are  building  especially  for  Outer  Continental  Shelf  and 
fisheries  work. 

In  consideration  of  the  increased  pollution  response  preparedness 
and  marine  inspection  duties  which  will  result  from  the  proposed 
off-shore  activity,  the  12th  Coast  Guard  District  will  undoubtedly 
need  to  restructure  and  expand  its  existing  marine  safety  units  and 
perhaps  establish  new  ones. 

The  other  two  concerns — keeping  ships  away  from  oil  rigs  and 
away  from  each  other — also  will  involve  basic  techniques  you  al- 
ready know  about,  but  I  would  like  to  take  a  few  minutes  to  tell 
you  about  one  specific  plan. 

I  want  to  do  so  because  you  should  know  what  it  is,  but  also 
because  it  illustrates  the  blend  of  environmental  concern  and  prog- 
ress enhancement  I  talked  about  earlier. 

Obviously  one  good  way  to  keep  ships  apart  is  to  have  a  traffic 
separation  scheme.  We  have  had  them  on  the  southern  part  of  the 
California  coast  for  years. 

Initially,  our  discussions  about  lease  sale  No.  53  involved  the 
lanes  that  have  existed  off  this  coast  for  some  time  and  buffer 
zones  in  which  drilling  could  not  take  place. 

But  this  was  clearly  going  to  be  highly  controversial — and  poten- 
tially inimical  to  the  national  interest — because  the  lanes  would 
pass  through  areas  of  greatest  potential  for  oil  discovery. 

Obviously,  this  meant  we  would  not  be  able  to  drill  there,  and 
therefore  lose  that  potential.  Either  that  or  develop  some  high-cost 
means  of  getting  the  oil. 

These  areas  are  called  high-interest  areas  for  obvious  reasons.  To 
prevent  this  conflict,  and  be  consistent  with  the  middle  ground  or 
blend-of-interest  idea,  I  have  proposed  that  the  traditional  shipping 
lanes  off  the  California  coast  be  abandoned  and  a  new  traffic 
separation  scheme  be  established  which  will  take  all  ships  outside 
the  high-interest  areas. 

Port  access  routes  with  buffer  zones  will  be  provided,  and  drilling 
will  be  prohibited  within  them.  My  staff  researched  the  impact  of 
this  idea  on  shipping  and  found  it  minimal. 

For  example,  we  found  that  following  our  proposed  new  scheme 
will  add  just  2  hours  to  a  voyage  from  Los  Angeles  to  San  Francis- 
co, and  virtually  nothing  to  a  voyage  from  Los  Angeles  to  Seattle. 
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Yet  shipping  will  move  in  areas  that  are  clear  of  the  oil  drilling 
operations. 

In  the  very  early  stages  of  developing  this  proposal,  and  period- 
ically since  then,  we  have  consulted  with  the  Corps  of  Engineers, 
the  Bureau  of  Land  Management,  the  Pacific  Merchant  Shipping 
Association,  and  the  American  Council  of  Master  Mariners,  among 
others. 

All  have  endorsed  it.  I  expect  the  proposal  to  be  printed  soon  in 
the  Federal  Register  as  an  advance  notice  of  proposed  rulemaking 
with  a  request  for  comments. 

I  have  a  chart  which  illustrates  what  we  are  talking  about,  Mr. 
Chairman.  I  know  that  is  kind  of  far  away.  We  will  leave  it  here 
for  you  to  explore. 

The  areas  colored  in  yellow  are  the  high-interest  areas,  in  the 
lease  sale.  The  existing  system  on  the  southern  California  area  cuts 
in  here,  in  the  Santa  Barbara  Channel.  But  here  is  Morro  Bay,  San 
Francisco,  Humboldt  Bay. 

You  can  see  what  we  are  proposing  to  do  is  take  the  lines  outside 
those  high-interest  areas.  What  we  would  do  is  provide  port  access 
routes  and  I  will  describe  that  in  a  little  more  detail.  But  that  gives 
you  the  gist  of  what  we  are  talking  about. 

The  existing  lanes  cut  in  close,  and  at  San  Francisco,  for  exam- 
ple, there  are  lanes  that  angle  in  and  angle  out.  We  would  propose 
to  do  away  with  those  and  require  all  traffic  in  and  out  of  San 
Francisco  to  go  directly  out  through  these  lanes,  avoiding  this  high- 
interest  area  here,  and  the  environmentally  sensitive  area  here. 

The  Chairman.  Are  those  lanes  on  the  shelf  or  off  the  slope? 

Admiral  Gracey.  No;  they  are  still  on  the  shelf.  Some  of  them 
are  within  the  proposed  lease  areas.  They  are  designed  to  go  out- 
side the  high-interest  areas,  the  areas  with  the  greatest  potential. 

It  is  possible  as  we  look  at  the  final  thing  we  may  suggest  even 
going  further.  But  that  obviously  would  have  a  greater  impact  on 
the  coastal  trade  in  terms  of  time  spent  in  a  voyage. 

The  Chairman.  Even  if  it  is  a  high-interest  area  today,  it  might 
move  out.  As  the  Baltimore  Canyon  preliminary  drilling  showed, 
the  reevaluation  of  those  structures  is  such  that  the  high-potential 
areas  now  are  considered  to  be  out  further. 

Admiral  Gracey.  Yes,  sir. 

The  Chairman.  Are  we  drawing  shipping  lanes  today  that  might 
be  changed  by  a  reevaluation  of  the  structures? 

Admiral  Gracey.  Well,  the  obvious  answer  to  that  is  yes,  we  are, 
sir,  under  the  conditions  you  have  set  forth.  My  response  would  be 
that  given  that  situation  and  given  the  change  that  you  are  propos- 
ing then  it  would  be  a  relatively  simple  matter  to  move  the  lanes 
further  out  when  that  time  comes. 

We  can  put  them  out  further  at  this  point.  The  concept  is  to 
move  outside  the  area  where  drilling  is  going  to  take  place. 

Mr.  Clausen.  Will  the  gentleman  yield? 

I  am  impressed  with  the  fact  that  irrespective  of  the  decision 
made  on  the  so-called  high-interest  areas  that  this  is  a  good  move 
anyway  in  terms  of  the  other  concerns  and  values  up  and  down  the 
coast. 

Admiral  Gracey.  Frankly,  I  think  it  is  too,  Mr.  Clausen.  As  we 
get  into  this,  and  talk  more  and  more  about  it,  there  are  a  great 
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number  of  things  we  thought  of  that  had  a  lot  of  potential.  For 
instance,  a  ship  that  will  get  in  trouble,  has  just  that  much  more 
time  to  get  repaired  or  for  us  to  get  to  him  before  he  gets  washed 
up  on  the  beach. 

Mr.  Clausen.  If  there  are  environmental  concerns  predominant 
in  that  area  this  is  certainly  a  good  move. 

Admiral  Gracey.  Yes.  The  gray  whale  migration  area  is  right  in 
the  present  shipping  lane. 

This  scheme  would  consist  of  a  2-mile  wide  separation  zone  with 
a  1-mile  wide,  one-way  traffic  lane  on  each  side  of  the  separation 
zone.  The  inshore  traffic  lane  will  be  designated  for  northbound 
traffic  and  the  offshore  lane  will  be  used  by  southbound  traffic. 

The  scheme  will  extend  from  the  California-Oregon  border  the 
length  of  the  California  coast  line  to  a  point  at  which  it  ^yill 
intersect  with  the  established  Santa  Barbara  traffic  separation 
scheme.  Port  access  routes  will  be  provided  for  the  ports  of  Hum- 
boldt Bay,  Morro  Bay,  and  San  Francisco  Bay. 

With  the  exception  of  the  Humboldt  Bay  and  Morro  Bay  port 
access  routes,  the  high  interest  lease  sale  tracts  do  not  coincide 
with  the  proposed  shipping  lanes.  We  will  take  into  careful  consid- 
eration your  suggestion  that  we  better  take  a  look  at  what  the 
potential  is  for  moving  them  even  further,  Mr.  Chairman. 

To  prevent  structures  from  obstructing  navigation,  it  is  appropri- 
ate for  the  access  routes  to  be  designated  as  shipping  safety  fair- 
ways. The  Corps  of  Engineers  would  then  refuse  to  issue  permits 
for  drilling  operations  in  the  fairways. 

There  is  one  place  where  that  goes  through  a  high  interest  area. 
I  think  that  is  just  a  fact  of  life.  We  have  to  let  people  get  into 
ports. 

The  scheme  I  have  been  describing  is  a  proposal.  It  must  be 
considered  within  the  framework  of  a  study  the  Coast  Guard  has 
recently  undertaken.  This  study  is  entitled  'Ships  Routing  and  Port 

A.CCGSS 

As  required  by  the  Port  and  Tanker  Safety  Act  of  1978,  this 
study  is  being  conducted  to  determine  nationwide  the  potential 
traffic  density  and  the  need  for  safe  access  routes  for  the  move- 
ment of  vessel  traffic  proceeding  to  and  from  ports  or  places  subject 
to  the  jurisdiction  of  the  United  States. 

Mr.  Chairman,  this  concludes  my  remarks  this  morning.  Thank 
you  for  the  opportunity  to  speak  to  the  select  committee.  I  will  be 
happy  to  try  to  answer  any  other  questions  you  might  have. 

With  a  copy  of  my  remarks  is  a  copy  of  our  advanced  notice  of 
proposed  rulemaking  and  the  chart  I  have  just  shown  you. 

[The  information  follows:] 
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Department  of  Transportation 

coast  guard 

[Rules  1  and  10  of  the  1972  COLREGS] 

DEVELOPMENT  OF   A   VESSEL  TRAFFIC   SEPARATION   SCHEME   FOR   THE   CENTRAL   AND 

NORTHERN   COAST   OF   CALIFORNIA 

Agency:  Coast  Gaurd,  DOT. 

Action:  Advance  Notice  of  Proposed  Rulemaking. 

Summary:  The  Commander  Coast  Guard  Pacific  Area  solicits  public  participation 
at  the  earliest  stages  in  the  development  and  eventual  submission  to  the  United 
Nations  Inter-Governmental  Maritime  Consultative  Organization  (IMCO)  of  a  Vessel 
Traffic  Separation  Scheme  (TSS)  off  the  Central  and  Northern  Coast  of  California. 
Due  to  pending  Bureau  of  Land  Management  (BLM)  Oil  Lease  Sales  with  their 
expected  oil-exploration  activity  on  the  Outer  Continental  Shelf  of  the  Central  and 
Northern  California  Coast,  the  establishment  of  a  TSS  is  under  consideration  to 
reduce  the  risk  of  collision  in  converging  areas,  dense  traffic  areas,  or  where 
restricted  sea  room  limits  freedom  of  movement  by  shipping. 

Dates:  Comments  must  be  received  on  or  before  31  December  1979. 

Address:  Comments  should  be  submitted  to  Commander,  U.S.  Coast  Guard  Pacific 
Area  (Pd),  630  Sansome  Street,  San  Francisco,  CA  94126.  Comments  received  will  be 
available  for  examination  at  the  Marine  Safety  Division,  Office  of  the  Commander, 
Twelfth  Coast  Guard  District,  Room  356,  630  Sansome  Street,  San  Francisco,  Cali- 
fornia 94126. 

For  Further  Information,  Contact:  Lieutenant  Gerald  D.  Jenkins,  (415)  556-1380. 

Supplementary  information:  Interested  persons  are  invited  to  participate  in  this 
proposed  rulemaking  by  submitting  written  views,  data  and  arguments.  Persons 
submitting  comments  should  include  their  name,  address,  and  organization,  if  any, 

and  give  reasons  for  their  comment.  Identify  this  notice  (CGD  79 ),  with  your 

comments. 

Drafting  Information 

This  advance  notice  has  been  drafted  by  Lieutenant  Gerald  D.  Jenkins,  U.S.  Coast 
Guard,  Project  Coordinator. 

Purpose 

This  advance  notice  is  designed  to  solicit  comments  from  interested  members  of 
the  public  in  formulation  of  a  traffic  separation  scheme  off  the  central  and  northern 
coast  of  California.  The  scheme  proposed  below  was  designed  to  intersect  with  the 
existing  Santa  Barbara  Traffic  Separation  Scheme  and  should  be  viewed  as  a 
component  of  the  Port  Access  Route  Study  announced  by  the  Coast  Guard  in  the 
Federal  Register  on  16  April  1979  (44  FR  22543).  However,  it  should  be  emphasized 
that  the  Commander,  Coast  Guard  Pacific  Area  is  not  committed  to  any  particular 
approach  during  this  conceptual  stage.  Even  where  proposals  are  presented,  this  is 
being  done  solely  to  generate  more  extensive  and  more  informal  comment  concern- 
ing them.  This  advance  notice  is  not  to  be  confused  with  the  more  formal  "Notice  of 
Proposed  Rule  Making"  required  by  the  Administrative  Procedure  Act,  5  USC  553. 
That  stage  of  the  rule  making  will  roughly  coincide  with  the  issuance  of  the  Draft 
Environmental  Impact  Statement  by  the  Bureau  of  Land  Management,  presently 
scheduled  for  April  1980.  The  purpose  of  this  advance  notice  is  to  permit  the 
consideration  of  all  interested  views  in  the  formulation  of  the  scheme. 

OCS  Lease  Sale  No.  53  of  tracts  along  the  Outer  Continental  Shelf  off  the  Central 
and  Northern  California  Coast  is  presently  scheduled  by  the  Department  of  Interi- 
or's Bureau  of  Land  Management  (BLM)  to  be  held  in  May  1981.  The  lands  involved 
in  this  lease  sale  are  under  the  traditional  coastwise  shipping  lanes  between  ports  of 
the  West  Coast  of  the  United  States  and  under  extensive  fishing  grounds  off  Central 
and  Northern  California. 

In  the  lease  sale  process,  the  Bureau  of  Land  Management  (BLM)  divides  a 
designated  natural  resource  area  (in  this  case.  No.  53)  into  three-mile  square  tracts. 
The  BLM  designates  the  tracts  as  high,  medium  or  low  interest  areas  based  upon 
what  the  anticipated  yield  might  be.  The  scheme  proposed  below  attempts  to  route 
vessel  traffic  to  avoid  anticipated  high  interest  areas  and  otherwise  to  follow  accept- 
ed coastal  shipping  routes  between  major  ports.  Port  access  routes  from  the  TSS  will 
be  recommended  where  considered  necessary  to  provide  a  safe  and  unimpeded 
passage  for  vessels. 

It  is  planned  that  no  drilling  will  be  authorized  in  the  proposed  TSS  with  it's 
associated  port  access  routes,  nor  would  there  be  any  permanent  structures  permit- 
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ted  within  a  500  meter  safety  zone  distance  from  the  outer  traffic  lane  boundaries  of 
the  TSS  or  port  access  routes. 

Proposal  for  Discussion 

That  a  CaUfornia  Coastal  Traffic  Separation  Scheme  be  established  consisting  of  a 
two  mile  wide  separation  zone  with  a  one  mile  wide,  one-way  traffic  lane  on  each 
side  of  the  separation  zone.  The  separation  zone  would  be  centered  on  a  line  joining 
the  following  points: 

(a)  34°26'N,  12r00'W  Off  Point  Arguello 

(b)  39°30'N,  124°32.5'W  Off  Cape  Vizcaino 

(c)  42°00'N,  124°50'W  California-Oregon  Border 

The  inshore  traffic  lane  would  be  designated  for  northbound  traffic  and  the 
offshore  lane  would  be  used  by  southbound  traffic. 

A  five  hundred  meter  safety  zone  would  be  established  on  the  outboard  side  of 
both  the  northbound  and  southbound  traffic  lanes  of  the  proposed  TSS.  Such  safety 
zones  would  be  in  accordance  with  IMCO  Resolution  A.379(X). 

In  order  for  the  California  Coastal  TSS  to  connect  with  the  Santa  Barbara 
Channel  TSS,  the  latter  would  be  extended  in  a  westerly  direction  along  its  285°T 
axis  for  a  distance  of  twenty-five  miles.  Each  traffic  lane  would  then  be  eighty-six 
miles  in  length. 

Port  access  routes  would  be  provided  for  the  Ports  of  Humboldt  Bay,  Morro/ 
Estero  Bays,  and  San  Francisco  Bay  as  defined  below: 

(a)  Humboldt  Bay— Access  to  Humboldt  Bay  and  the  Port  of  Eureka,  California, 
would  be  accomplished  by  the  establishment  of  a  one  mile  wide  traffic  lane  18.5 
miles  in  length,  centered  on  a  line  between  the  following  points: 

(1)  40°46'N,  124°16'W 

(2)  40°46'N,  124°41'W 

(b)  San  Francisco  Bay— A  traffic  separation  scheme  has  already  been  established 
off  the  entrance  to  San  Francisco  Bay.  This  scheme  is  comprised  of  three  sets  of 
traffic  areas,  each  area  having  its  own  inbound  and  outbound  traffic  lanes.  The 
following  changes  are  proposed  for  this  scheme. 

(1)  Delete  the  northbound  directed  traffic  lane  which  runs  between  the  San 
Francisco  Approach  Lighted  Horn  Buoy  SF,  and  position  37°55'N,  123°05.2'W  be- 
tween Point  Reyes  and  the  Farallon  Islands. 

(2)  Extend  the  westward  directed  traffic  lanes  to  intersect  the  California  Coastal 
TSS.  The  courses  as  now  published  would  remain  in  effect  as  would  the  center  line 
of  the  separation  zone.  The  separation  zone  and  each  of  the  traffic  lanes  would  be 
1.7  miles  wide,  at  the  seaward  end  narrowing  to  one  mile  wide  at  the  boundary  of 
the  precautionary  area. 

(3)  Delete  the  southern  directed  traffic  lanes  which  run  from  the  San  Francisco 
Approach  Lighted  Horn  Buoy  SF,  to  a  point  off  Point  Montara. 

(c)  Morro/Estero  Bays— Access  to  Morro  Bay  and  Estero  Bay  would  be  accom- 
plished by  the  establishment  of  a  one  mile  wide  traffic  lane  29.5  miles  in  length, 
centered  on  a  line  between  the  following  points: 

(1)  35°24'N,  120°56'W 

(2)  35°11.5'N,  12r29'W 

The  Chairman.  Admiral,  of  course  the  interest  of  this  committee 
is  on  all  coasts,  but  this  coast  is,  of  course,  very  beautiful  and 
environmentally  a  fragile  coast. 

Would  you  discuss  for  the  committee  the  inplace  procedures  and 
equipment  that  the  Coast  Guard  has  for  meeting  an  oil  spill  that 
could  develop  from  either  a  major  collision  of  an  oil  vessel  off  this 
coast  or  an  oilspill  from  perhaps  drilling  of  some  type? 

Admiral  Gracey.  Yes,  sir.  I  am  not  prepared  to  give  you  specific 
details  on  the  exact  equipment  that  we  have.  But  I  can  tell  you 
that  we  have  in  our  ports  of  Los  Angeles,  Long  Beach,  San  Fran- 
cico,  Astoria,  Portland,  Oregon,  and  Seattle  major  port  safety  and 
marine  safety  units. 

All  are  equipped  with  immediate  response  capability  for  oilspills 
and  with  vessels  with  which  they  can  get  out  to  sea. 

We  have  a  lesser  capability  in  Humboldt  Bay,  in  Eureka,  in 
Monterey,  and  in  Morro  Bay,  and  some  of  the  smaller  ports.  But  I 
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think  our  greatest  single  blessing  that  we  have  on  this  coast  in 
terms  of  a  major  accident  of  the  type  you  are  talking  about  is  our 
Ppi PI fi r*  st  1*1  KG  tG3,in . 

This  is  a  portion  of  the  Coast  Guard's  national  strike  force  which 
is  a  force  of  pollution  cleanup  experts  that  have  served  worldwide. 
The  Pacific  strike  team  is  currently  based  out  of  Hamilton  Air 
Force  Base,  just  25  miles  north  of  here.  But  we  expect  to  shift  in 
the  near  future  to  Sacramento. 

Moving  to  Sacramento  may  seem  further  from  the  coast.  It  is 
further  from  the  coast,  but  that  is  from  where  we  are  presently 
flying  our  C-130  aircraft. 

All  of  this  equipment  is  designed  for  being  transportable  on  our 
C-130's.  It  is  equipment  of  the  latest  design,  products  of  our  re- 
search and  development,  and  much  of  it  is  now  being  used  in  the 
Gulf  of  Mexico  on  the  Campeche  spill. 

The  obvious  next  question  that  comes  to  mind  is,  "If  it  is  in  the 
Gulf  of  Mexico  cleaning  up  the  spill,  what  are  you  going  to  do  with 
a  spill  on  the  California  coast?"  At  the  risk  of  being  facetious,  I  am 
going  to  say,  "Pray  a  lot." 

We  have  kept  a  reserve  to  handle  at  least  first  aid  for  a  spill,  and 
then  we  would  have  to  make  decisions  about  moving  back  to  cover 
it  in  this  kind  of  an  instance. 

That  is  generally  our  capability,  sir.  It  is  the  same  kind  of 
capability  we  have  all  around  the  coast.  I  think  it  is  very  excellent, 
and  I  think  we  are  very  capable  of  handling  a  spill. 

As  I  did  say,  once  the  drilling  starts  and  once  we  get  into  that 
operation,  then  we  are  going  to  have  to  beef  up  our  manpower  and 
our  ships  and  presumably  we  will  have  to  add  some  equipment  to 
our  strike  force  capability.  It  is  designed  to  respond  to  spills  along 
the  entire  coast;  in  fact,  throughout  the  Pacific  Ocean. 

The  Chairman.  Congressman  Hughes? 

Mr.  Hughes.  Mr.  Chairman,  just  following  up  on  the  response  on 
oil  spills,  what  is  the  cleanup  capability;  in  what  type  of  seas  can 
you  clean  up  oil  off  the  California  coast,  because  even  though  you 
might  be  using  it  in  the  gulf,  the  conditions  there  are  a  lot  differ- 
ent than  off  the  California  coast.  It  is  also  much  different  off  the 
Atlantic  coast. 

Admiral  Gracey.  That  is  correct.  Our  ability  to  handle  oil  in  the 
heavy  seas  is  limited.  Our  research  has  not  yet  come  up  with  a 
way,  nor  has  any  country's  research,  to  handle  oil  in  heavy  seas. 

Mr.  Hughes.  What  is  your  capability?  What  seas? 

Admiral  Gracey.  Ten-foot  seas  now. 

Captain  Murdock.  We  can  go  up  to  10  feet,  40-knot  winds. 

Admiral  Gracey.  Forty-knot  winds,  ten-foot  seas. 

Mr.  Hughes.  What  are  the  typical  conditions  off  the  California 
coast? 

Admiral  Gracey.  Forty-knot  winds  and  twelve-foot  seas. 

Mr.  Hughes.  We  have  not  developed  a  cleanup  capability.  One  of 
the  difficulties  we  have  is  trying  to  get  the  kind  of  money  in  the 
budget  so  we  can  develop  that  capability. 

Admiral  Gracey.  Thank  you  for  saying  that.  I  am  not  embar- 
rassed. As  the  chairman  well  knows,  we  have  been  trying  for  years 
to  get  money.  We  have  also  had  a  research  program  going.  We 
have  been  getting  money,  but  we  have  been  trying  to  solve  this 
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problem  through  our  research  program.  So  far  nobody  in  the  world 
has  solved  it. 

Mr.  Hughes.  I  want  to  commend  the  Coast  Guard.  I  think  they 
do  a  good  job  with  the  equipment  that  they  have. 

Admiral  Gracey.  Thank  you. 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Lewis? 

Mr.  Lewis.  No  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Miller? 

Mr.  Miller.  No  questions. 

The  Chairman.  Mr.  Clausen? 

Mr.  Clausen.  Just  briefly. 

Mr.  Chairman,  this  hearing  has  already  served  its  purpose,  even 
if  you  don't  go  any  further  than  the  outward  display  of  honesty 
and  candor  on  the  part  of  the  witness  in  relating  what  some  of  us 
have  been  saying  on  the  basis  of  our  own  knowledge  of  the  situa- 
tion, that  there  is  inadequate  manpower  and  capabilities  to  do  the 
kind  of  job  we  need. 

I  just  hope  we  will  carry  this  message  back  to  your  committee, 
because  I  know  this  is  a  sympathetic  committee.  I  think  you  have 
already  pointed  out  what  some  of  the  problems  and  the  concerns 
some  of  us  have  expressed  are. 

Just  one  question  for  Admiral  Gracey.  Maybe  you  can  submit  a 
more  indepth  evaluation,  plus  recommendations  of  the  situation — 
manpower,  equipment.  I  would  like  to  have  the  record  left  open  so 
you  could  address  in  a  positive  way  what  would  be  the  require- 
ments that  would  make  your  manpower  and  equipment  adequate 
and  given  the  priority  status  it  needs.  I  would  like  to  see  you 
submit  that  for  the  record. 

Admiral  Gracey.  Given  an  approval  of  lease  sale  53? 

Mr.  Clausen.  Or  as  it  now  stands.  Then,  of  course,  what  would 
be  required  over  and  above  the  present  status  for  lease  sale  53.  But 
also  to  add  to  that,  you  indicated  that  navigation  is  tricky.  I  am 
familiar  with  it.  What  would  be  the  facility  requirements  to  handle 
in  an  adequate  fashion  the  current  shipping  up  and  down  this 
coast? 

Mr.  Chairman,  as  you  know,  the  bulk  of  Alaska  crude  comes 
down  not  too  far  off  the  coast,  so  we  need  to  make  certain  that  all 
of  these  navigation  facilities  meet  the  adequate  level. 

Admiral  Gracey.  Well,  I  would  like  to  see  if  there  is  more  we 
need  to  add.  But  if  I  might  say,  we  do  have  the  west  coast  Loran  C 
chain  in  place.  It  is  functioning  well.  It  is  doing  its  job. 

We  have  had  to  make  some  adjustments  in  charts,  but  my  under- 
standing is  it  is  doing  its  job  well,  except  in  certain  areas  up  in  the 
Gulf  of  Alaska.  We  are  running  a  survey  on  that  right  now,  to  try 
to  find  out  exactly  what  the  problem  is. 

There  are  some  areas  of  weak  signals.  We  don't  understand  why 
we  are  getting  them,  but  in  terms  of  the  California  coast  and  the 
subject  of  the  hearing,  we  do  have  the  loran  C  capability. 

Into  the  ports  of  San  Francisco  we  have  a  vessel  traffic  service.  It 
provides  supplementary  navigation  capability  with  close  radar  cov- 
erage out  to  the  proposed  shipping  lanes.  I  think  the  navigation 
part  of  it  is  well  handled. 
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Mr.  Clausen.  Mr.  Chairman,  this  will  be  my  final  shot.  I  simply 
want  to  take  advantage  of  this  opportunity  to  have  you  place  in  the 
record  what  you  perceive  to  be  the  minimum  requirements  because 
in  far  too  many  instances  there  is  a  tendency  to  wait  until  a  major 
disaster  occurs  and  then  we  react. 

I  went  through  this  with  forest  firefighting  capability  a  few  years 
ago,  over  in  the  Interior  Committee.  We  addressed  it  in  a  positive 
way.  We  are  now  seeing  the  benefits  of  the  ability  to  respond 
during  times  of  emergency.  We  ought  to  have  this  in  place  now. 

The  Chairman.  Admiral,  if  it  is  any  comfort  to  the  people  in  the 
room,  a  good  deal  of  the  Coast  Guard  cleanup  capability  from  the 
east  coast  has  moved  both  by  air  and  by  sea  down  into  the  gulf  to 
assist  in  the  cleanup  there  as  well  as  the  equipment  and  personnel 
of  many  private  contractors. 

The  Committee  on  Merchant  Marine,  which  I  also  chair,  has 
initiated  an  investigation  into  the  gulf.  Our  committee  staff  is 
down  there  at  the  present  time. 

On  September  8  we  will  convene  an  indepth  hearing  in  Corpus 
Christi  to  determine  the  facts  as  to  just  what  capability  is  neces- 
sary to  meet  what  might  be  considered  an  optimal  type  of  occur- 
rence as  far  as  oil  pollution  is  concerned. 

Perhaps  at  the  present  time  the  west  coast  is  uncovered  as  far  as 
capability  to  meet  a  spill,  but  I  think  the  country  would  respond 
from  its  other  coast  to  reinforce  what  capability  is  here  to  protect 
California's  environment. 

Admiral  Gracey.  I  am  glad  you  mentioned  that,  Mr.  Chairman. 
You  pointed  out  two  very  significant  things  that  I  should  have 
mentioned.  One  is  that  we  do  work,  we  have  strike  teams  on  the 
Atlantic  coast,  the  gulf  coast,  and  the  Pacific  coast.  They  are  all 
geared  to  rally  around  and  help  the  other.  We  fly  participants  and 
equipment  back  and  forth  regularly. 

Another  point  is,  of  course,  the  commercial  contractor  capability. 
On  this  coast  there  are  some  very  excellent  commercial  contractor 
capabilities.  Here  in  San  Francisco  Bay,  just  as  an  example,  there 
is  an  organization  called  Clean  Bay,  Inc.,  which  is  a  consortium  of 
representatives  of  all  the  major  oil  companies  in  the  port.  They  do 
a  very  excellent  job  of  taking  care  of  their  own  problems. 

We  work  with  them.  There  are  several  major  cleanup  firms  in 
this  area  that  are  ready  to  respond  with  excellent  equipment.  So,  it 
is  not  just  with  us.  I  was  responding  to  our  own  capability. 

But,  there  is  much  more  besides  what  we  have.  In  fact,  we  rely 
most  heavily  on  the  commercial  contractors.  That  is  the  group  that 
we  look  to  to  do  the  major  part  of  the  work. 

The  Chairman.  Mr.  Miller? 

Mr.  Miller.  On  that  point.  Admiral,  Clean  Bay  obviously  has— 
at  least  it  appears  to  have — a  very  good  capability  to  deal  with 
spills  in  and  around  the  wharfs  and  facilities,  onloading,  offloading 
facilities  in  the  bay  and  the  river. 

But  what  is  the  exact  capability  of  private  contractors  to  deal 
with  ocean  spills.  We  know  there  is  a  sister  group,  if  you  will. 
Clean  Gulf,  which  is  a  consortium  of  the  oil  companies  to  deal  with 
the  Gulf  of  Mexico.  But  obviously,  or  at  least  it  appears,  they  are 
not  able  to  deal  with  something  like  the  current  spill  there. 
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When  you  get  out  into  rough  seas  and  high  winds,  Clean  Bay 
doesn't  have  the  equipment  or  the  capability  to  do  that,  do  they? 

Admiral  Gracey.  No,  sir.  As  I  said,  they  are  working  in  the  bay 
and  the  rivers.  I  only  cited  that  as  an  instance  of  the  kinds  of 
things  that  are  available. 

The  other  firms  do  have  offshore  capability.  I  would  guess  that 
they  do  not  have  any  capability  which  exceeds  what  we  have 
because  I  think  we  are  up  with  the  state  of  the  art.  In  fact,  most  of 
the  time  we  are  doing  the  research  which  leads  to  the  state  of  the 
art. 

There  are  various  forms  of  equipment.  As  our  representatives 
who  went  down  to  the  gulf  to  look  at  this  and  participate  in  it  told 
me  when  they  came  back,  the  commanding  officer  of  the  strike 
team  told  me,  you  would  not  believe  the  varieties  of  gadgetry  that 
showed  up  down  there — and  I  don't  say  that  in  a  derogatory 
sense — different  variations  of  equipment  that  come  out  of  various 
areas  to  try  to  help.  Some  worked;  some  did  not. 

There  are  people  all  over  the  place  who  are  working  indepen- 
dently and  corporately  and  from  the  Government  trying  to  solve 
the  problem,  but  it  has  not  been  solved. 

Mr.  Miller.  Let  me  ask  you  a  question,  and  you  may  want  to 
respond  later.  My  concern  would  be  as  the  number  of  wells  and  the 
amount  of  drilling  increases  on  the  coast,  is  it  safe  for  us  to  rely 
that  the  Coast  Guard  will  provide  the  capability  to  clean  up  any 
spill  or  should  the  Congress  look  to  press  a  requirement  of  an 
increased  capability  by  the  private  sector,  as  one  of  the  require- 
ments of  continuation  of  drilling  in  these  offshore  areas? 

I  mean  currently,  as  I  understand,  the  private  sector  does — Clean 
Bay  and  Clean  Gulf,  simply  because  they  recognize  that  one,  public 
relationswise  it  is  very  bad;  two,  environmentally  it  is  very  bad, 
and  they  have  the  capability  to  deal  with  a  limited  spill. 

But  on  a  major  problem,  when  you  increase  the  probability  of 
that  happening,  should  we  require  so  that  between  the  Coast 
Guard  and  the  private  sector  you  have  100  percent  capability  of 
meeting  that  problem,  or  should  we  simply  rely  on  the  Coast 
Guard,  and  whatever  the  private  sector  adds  is  gravy. 

Admiral  Gracey.  My  personal  opinion  is  we  should  not  do  the 
latter,  that  the  Coast  Guard  should  not  be  the  primary  cleanup 
source,  that  we  should  have  a  first  aid  capability,  a  scramble 
capability,  and  we  should  have  a  group  of  experts  who  understand 
the  intergovernmental  relations  and  a  whole  number  of  things  like 
that,  and  who  have  made  a  study  in  the  different  parts  of  the 
world. 

I  think  the  basic  responsibility  for  cleanups  should  rest,  as  the 
law  now  provides,  with  the  guy  who  does  the  spilling,  and  in  this 
case  the  potential  rests  with  the  person  who  owns  the  tower  and 
who  is  doing  the  drilling,  and  I  think  that  is  where  the  cleanup 
responsibility  should  lie. 

Mr.  Miller.  How  does  this  committee  get  an  assessment  whether 
or  not  this  capability  is  present  in  the  private  sector?  Can  the 
Coast  Guard  conduct  such  an  assessment  in  terms  of  the  west  coast 
of  the  United  States? 

Admiral  Gracey.  I  think  we  can,  sir. 

Mr.  Miller.  You  are  not  required  to  currently? 
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Admiral  Gracey.  We  know  what  capability  is  there,  just  because 
we  need  to  know  what  we  have  to  work  with.  Given  a  spill  of  some 
sort,  we  need  to  know  who  we  can  call  on.  It  is  part  of  the  national 
contingency  plan. 

We  do  have  a  national  contingency  plan,  and  it  includes  a  sum- 
mation of  the  capabilities  of  everybody  around,  so  that  we  know 
who  we  can  call  on. 

In  terms  of  what  the  potential  would  be  in  the  future,  given  a 
drilling  permit,  I  am  not  sure  that  we  would  be  in  a  position  at  this 
time  to  get  that  information.  We  can  give  it  a  shot.  I  would 
think 

Mr.  Miller.  I  don't  mean  to  belabor  the  point.  It  appears  we  may 
have  the  opportunity  for  some  leadtime  planning  here;  that  is,  is 
the  current  capability  of  the  private  sector  adequate,  given  what  is 
the  potential  future  drilling. 

Admiral  Gracey.  I  think  I  have  to  say  no,  the  current  potential 
is  not  adequate  given  the  future  drilling.  You  have  current  and 
future  in  there  in  that  same  sentence.  I  would  have  to  say  I  don't 
think  they  can  currently  handle  what  is  going  to  come  up  in  the 
future. 

From  my  experience  with  the  companies,  with  the  oil  companies, 
and  having  watched  them  work,  I  would  guess  that  their  planning 
provides  for  the  future  capability.  I  would  be  very  surprised  if  it 
did  not. 

Our  observation  is  that  the  major  oil  companies  are  very  inter- 
ested in  protecting  the  environment.  It  is  very  much  to  their  ad- 
vantage, if  for  no  other  reason. 

I  would  like  to  think  and  I  do  think  they  are  more  responsible 
and  have  recognition  of  social  values  other  than  just  protecting 
profit  that  leads  to  their  taking  that  position. 

My  observation  and  my  belief  is  that  they  really  are  very  inter- 
ested in  not  having  a  major  spill,  and  if  they  have  one,  being  able 
to  control  it. 

Mr.  Miller.  Mr.  Chairman,  I  think  this  committee  or  certainly 
your  committee,  Merchant  Marines  and  Fisheries,  ought  to  con- 
sider whether  or  not  we  should  ask  for  a  Coast  Guard  evaluation  of 
the  capability  that  would  be  needed  in  the  future  for  the  California 
coast,  and  have  them  make  if  possible  an  assessment  because  I 
believe  also  that  the  industry  will   respond  to  that  assessment. 

I  would  rather  have  them  respond  months  in  advance  rather 
than  after  a  tragic  situation.  And  maybe  that  tragic  situation  could 
be  avoided  if  we  have  some  time  here  between  proposed  drilling 
and  actual  taking  of  oil  to  make  those  kinds  of  evaluations. 

I  would  hope  that  this  committee  would  see  fit,  through  your 
relations  with  the  Coast  Guard,  to  see  how  that  can  be  worked  out. 

Mr.  Clausen.  That  is  precisely  what  I  was  addressing  in  my  line 
of  questioning. 

Mr.  Hughes.  If  the  gentleman  would  yield. 

Our  Coast  Guard  Subcommittee  has  done  just  that.  We  have 
asked  the  Coast  Guard  to  make  that  type  of  assessment.  We  do  not 
have  the  capability  right  now  to  clean  up  a  spill  in  the  kinds  of 
conditions  described. 

The  Chairman.  I  am  sure  the  gentleman  from  California,  who 
has  contributed  so  greatly  to  the  legislation  that  is  the  foundation 
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of  this  hearing,  the  Outer  Continental  Shelf  Lands  Act,  knows  that 
we  put  the  oilspill  liability  funding  provision  right  into  that  act. 

We  are  hopeful  that  the  Senate  Committee  on  Public  Works  will 
come  around  finally  and  join  us  in  the  comprehensive  oilspill  liabil- 
ity— if  we  can  ever  get  that  Public  Works  Committee  to  meet  us 
let's  say  halfway  on  meeting  that  contingency. 

I  am  sure  the  gentleman  from  California  will  probably  support 
the  continuation  of  this  committee  in  the  future  so  that  it  can  just 
take  care  of  the  problems  here  on  the  west  coast. 

Mr.  Miller.  I  am  learning  more  and  more  about  oversight,  Mr. 
Chairman.  I  find  that  the  committee  has  a  new  value. 

The  Chairman.  Mr.  McCloskey? 

Mr.  McCloskey.  No  questions. 

The  Chairman.  Mr.  Burton? 

Mr.  Burton.  Thank  you,  Mr.  Chairman. 

I  would  like  to  thank  you  very  much  for  having  these  hearings.  I 
know  how  very  difficult  it  is  to  get  members  to  come  out  to  the  bay 
area. 

I  would  just  like  to  say  that  in  addition  to  your  Merchant  Marine 
Committee,  my  own  Committee  on  Government  Activities  and 
Transportation,  also  has  oversight  jurisdiction  over  the  Coast 
Guard.  We  have  always  found  the  Coast  Guard  in  the  past  to  be 
very  cooperative  when  Admiral  Benkert  was  in  charge.  I  am  sure 
things  won't  change. 

We  definitely  also  would  be  joining  in  the  hearing  with  your 
committee,  doing  whatever  we  can  to  protect  this  beautiful  coast- 
line. 

The  Chairman.  Admiral,  you  know  what  your  timing  is.  You  feel 
free  to  depart  when  you  want  to. 

I  am  going  to  proceed  in  this  manner.  We  are  going  to  have  all  of 
the  statements  by  the  different  agencies,  and  then  go  into  question- 
ing. Mr.  Shapiro. 

[Supplemental  statement  of  Adm.  James  S.  Gracey  follows  here- 
with:] 

Supplementary  Statement  of  Vice  Adm.  James  S.  Gracey,  Commander,  12th 
Coast  Guard  District  and  Commander,  Coast  Guard  Pacific  Area 

The  Coast  Guard  has  conducted  a  series  of  studies  to  examine  the  siting  and 
equipment  requirements  that  would  have  to  be  met  to  provide  an  adequate  response 
to  oil  spills  in  U.S.  waters.  As  part  of  this  effort  a  spill  risk  analysis  was  perforrned 
based  on  historic  spill  rates.  Projected  oil  production  levels  and  transport  require- 
ments were  then  used  to  develop  the  estimated  number  of  spills  of  greater  than 
50,000  gallons  which  are  expected  to  occur  over  the  next  decade.  The  amount  of 
equipment  needed  to  deal  with  the  expected  threat  was  also  estimated.  Simulta- 
neously an  inventory  of  response  equipment  available  in  the  commercial  sector  was 
conducted.  This  permitted  the  deficit  of  needed  equipment  to  be  established.  Copies 
of  the  inventory  are  held  by  our  field  units.  This  permits  us  to  reassess  needs 
periodically  and  permits  us  to  locate  large  amounts  of  commercial  response  equip- 
ment in  a  short  period  of  time. 

The  results  of  the  study  efforts  were  integrated  into  a  plan  which  represents  the 
most  comprehensive  review  of  existing  technology  available.  It  analyzes  the  threat 
of  oil  spills  in  various  areas  around  the  United  States,  including  the  California 
coast.  Subsequent  to  the  plan  being  completed,  the  Coast  Guard  developed  improved 
methods  to  deploy  its  skimming  barriers.  The  Coast  Guard  feels  confident  that 
skimming  equipment  can  be  deployed  in  10  to  12  foot  seas.  Further,  the  device  was 
used  at  the  site  of  the  IXTOC  I  blowout  and  performed  beyond  our  expectations  in 
that  it  was  recovering  oil  in  10  foot  seas  and  survived  12  foot  seas  in  40  knot  winds. 
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As  a  result,  we  believe  this  device  will  function  at  the  upper  limit  at  which  oil  can 
be  expected  to  exist  in  the  form  of  a  recoverable  slick. 

Presently,  the  Coast  Guard  has  two  skimming  barriers  and  one  open  water  oil 
recovery  system  (OWORS)  sited  in  the  San  Francisco  Bay  Area.  Each  of  the  skim- 
ming barriers  is  capable  of  recovering  up  to  about  400  barrels  per  hour  depending 
on  the  consistency  of  the  oil  and  the  environmental  conditions.  The  OWORS  is 
capable  of  recovering  up  to  about  1,000  barrels  per  hour  but  normally  recovers  at  a 
lower  rate.  It  is  reasonable  to  assume  that,  with  all  three  systems  functioning 
during  a  15  hour  working  day,  we  would  be  able  to  recover  about  15-18,000  barrels 
(630-756,000  gal)  per  day. 

We  are  presently  limited  by  our  ability  to  store  the  recovered  oil/water  mixture. 
In  the  San  Francisco  Area  we  have  one  portable  fuel  bladder  capable  of  containing 
just  under  7,000  barrels.  Beyond  this  in-house  capability  we  are  dependent  on 
chartering  from  the  private  sector  suitable  barges  and  ships  to  pump  into. 

The  Coast  Guard  equipment  and  8  men  to  handle  initial  deployment  and  trans- 
portation are  continuously  on  two  hour  standby.  Similar  equipment  on  a  similar 
standby  basis  is  available  from  bases  on  the  Gulf  and  Atlantic  Coasts  if  the  local 
equipment  is  inadequate  for  the  task. 

In  assessing  future  capacities  a  large  number  of  assumptions  are  necessary.  The 
IXTOC  I  blowout  was  estimated  at  10-20,000  barrels  per  day.  A  future  blowout 
could  be  larger.  If  we  assume  that  30,000  barrels  per  day  are  entering  the  water  and 
that  the  response  must  come  from  local  resources,  either  because  of  time  constraints 
or  to  account  for  the  possibility  of  a  major  spill  occurring  simultaneously  in  another 
location,  twice  our  present  recovery  capacity  is  required.  Inherent  in  this  scenario 
are  the  assumptions  that  adequate  vessels  will  be  available  to  lighter  the  recovered 
oil  and  that  no  private  sector  open  ocean  recovery  capability  will  be  available. 
Commercial  concerns  have  large  inventories  of  beach  cleanup  equipment  and  har- 
bor boom  located  throughout  the  country.  However,  little  harbor  skimming  capabili- 
ty or  open  water  response  capability  was  found  to  exist  in  the  private  sector. 

Varying  assumptions  on  necessary  response  times,  rate  of  oil  spill,  transportation 
capabilities,  and  environmental  factors  lead  to  varying  equipment  and  manpower 
needs  necessary  to  respond.  Some  additional  capability  is  already  programmed  at 
existing  funding  levels. 

The  ultimate  goal  is  to  locate  major  equipment  at  the  high  spill  threat  areas 
around  the  nation.  Levels  of  equipment  will  be  established  with  consideration  for 
the  availability  of  resources  within  the  commercial  sector.  This  will  minimize  the 
response  time  and  avoid  duplication.  The  number  of  additional  personnel  required 
will  depend  upon  the  number  of  sites  and  amount  of  equipment  determined  to  be 
necessary. 

To  provide  pollution  response  capabilities  in  Southern  California  for  the  offshore 
oil  production  and  vessel  lightering  activities,  a  dozen  companies  have  combined 
resources  into  two  cooperatives,  "Clean  Seas"  and  "Southern  California  Petroleum 
Contingency  Organizations."  These  cooperatives  possess  high  seas  containment 
booms,  skimmer  vessels,  chemical  dispersant  stockpiles  and  the  application  equip- 
ment. The  cooperatives  are  organized  and  equipped  to  respond  to  oil  spills  without 
federal  assistance.  There  is  no  offshore,  privately  owned  pollution  response  capabili- 
ty in  Northern  California,  but  I  anticipate  that  similar  cooperatives  will  be  formed 
in  Central  and  Northern  California  by  those  companies  acquiring  leases  under 
Lease  Sale  53. 

Department  of  Transportation, 

U.S.  Coast  Guard, 
Washington,  D.C.,  November  15,  1979. 

Hon.  John  M.  Murphy, 

Chairman,  Select  Committee  on  the  Outer  Continental  Shelf, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman:  This  is  in  response  to  your  letter  of  12  September  1979  in 
which  you  requested  information  on  oil  spill  cleanup  technology  and  response 
capabilities.  The  majority  of  the  information  you  are  interested  in  will  be  found  in 
enclosure  (1),  our  report  to  the  President  concerning  his  initiatives  on  reducing 
pollution  of  the  oceans.  We  believe  the  report  represents  the  most  comprehensive 
review  of  existing  technology  available  and  accurately  analyzes  the  threat  of  oil 
spills  in  various  areas  aroung  the  United  States. 

Subsequent  to  the  report  being  completed,  the  Coast  Guard  developed  improved 
methods  to  deploy  its  skimming  barrier,  the  device  alluded  to  as  being  representa- 
tive of  state  of  the  art  open  ocean  recovery  devices.  We  now  feel  confident  that  it 
can  be  deployed  in  10  to  12  foot  seas.  Further,  the  device  performed  beyond  our 
expectations  during  the  IXTOC  I  blowout  in  that  it  was  recovering  oil  in  10  foot  seas 
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and  40  knot  winds.  As  a  result,  we  believe  this  device  will  function  at  or  near  the 
upper  limit  at  which  oil  can  be  expected  to  exist  in  the  form  of  a  recoverable  slick. 

The  U.S.  National  Oil  and  Hazardous  Substances  Pollution  Contingency  Plan 
establishes  this  country's  response  organization.  Federal  On-Scene  Coordinators 
(OSCs)  are  pre-designated  for  the  various  geographic  sectors  of  the  country  by  the 
Coast  Guard  and  Environmental  Protection  Agency.  Whenever  an  oil  pollution 
incident  occurs  regulations  require  that  the  incident  be  reported  to  the  National 
Response  Center.  When  notification  is  received  it  is  relayed  to  the  appropriate  OSC. 
It  is  then  the  OSCs  responsibility  to  determine  whether  proper  cleanup  actions  are 
being  taken  by  the  responsible  party.  If  improper  actions  are  taken  or  the  identity 
of  the  responsible  party  is  unknown,  the  OSC  will  initiate  cleanup  actions  to  the 
extent  necessary.  Commercial  cleanup  contractor  companies  exist  in  the  U.S.  and 
are  used  whenever  possible.  State  and  federal  personnel  and  equipment  are  used 
when  the  commercial  sector  is  not  available  or  does  not  have  the  necessary  exper- 
tise. Each  OSC  is  responsible  for  maintaining  a  contingency  plan  that  details 
possible  pollution  sources,  vulnerable  resources,  and  plans  for  protecting  these 
resouces  within  their  area.  Part  of  the  planning  process  is  to  establish  a  multi- 
agency  response  team  to  assist  the  OSC  in  performing  his  duties.  The  most  recent 
organizational  change  has  been  to  provide  OCSs  with  a  scientist  to  coordinate 
environmental  matters  and  desired  "research  of  opportunity"  projects. 

Each  OCS  is  located  within  one  of  ten  defined  regions  within  the  country.  A 
Regional  Response  Team  (RRT)  exists  within  each  of  these  regions  to  provide  advice 
and  assistance  to  the  OCS.  The  RRT  draws  its  membership  from  the  Federal  and 
state  agencies  and  officials  of  large  municipalities  within  the  region.  The  member- 
ship is  at  a  sufficiently  high  level  that  each  representative  can  speak  for  his 
organization  on  policy  matters  and  access  resources  for  the  OCS.  The  RRT  is  not  an 
operational  body.  The  body  is  extremely  useful  for  coordinating  political  issues  and 
issues  requiring  a  consensus  decision  from  a  number  of  different  agencies.  The  RRT 
is  also  responsible  for  maintaining  an  appropriate  level  of  preparedness  for  respond- 
ing to  pollution  incidents  within  the  region.  When  a  matter  cannot  be  resolved  or 
required  resources  are  not  available  at  the  regional  level  the  National  Response 
Team  (NRT)  is  requested  to  provide  assistance.  The  NRT  draws  its  membership 
from  twelve  Federal  agencies  at  the  national  level.  This  body  is  responsible  for  the 
state  of  preparedness  for  responding  to  pollution  incidents  throughout  the  U.S.  The 
NRT  can  access  a  myriad  of  resources  throughout  the  country  in  a  minimum  of  time. 
The  body  is  extremely  useful  for  dealing  with  the  international  and  political  aspects  of 
a  pollution  incident. 

As  previously  mentioned  a  commercial  cleanup  contractor  industry  exists  within 
the  United  States.  The  industry  principally  has  expertise  in  the  area  of  beach 
cleanup  and  handling  spills  in  quiescent  waters.  These  companies  usually  have  a 
core  of  trained  personnel  and  depend  on  the  transient  labor  market  for  workers. 
The  typically  are  equipped  with  harbor  boom,  vacuum  units,  and  sorbent  materials. 
Little  or  no  capability  exists  within  the  commercial  sector  to  deal  with  pollution 
incidents  occurring  in  open  water.  A  National  Strike  Force  was  established  by  the 
Coast  Guard  to  provide  technical  assistance  to  OSCs.  The  teams  have  expertise  in 
pollution  response  cleanup  techniques,  diving,  and  ship's  damage  control.  A  team  of 
approximately  25  people  is  located  on  each  coast.  They  are  equipped  with  state  of 
the  art  offloading  and  open  water  oil  containment  and  recovery  equipment. 

Presently  the  Coast  Guard's  overall  capability  is  to  be  able  to  recover  approxi- 
mately 1.2K  tons  (360,000  gallons)  of  oil  per  day  in  open  water.  The  basic  hardware 
to  recover  up  to  5.5K  tons  per  day  (which  is  equal  to  1,650,000  gallons,  or  about  230 
tons  per  hour)  will  be  available  during  1981  with  existing  funds,  although  additional 
support  equipment  needs  to  be  procured  for  the  recovery  devices. 

The  probability  of  simultaneous  large  spills  occurring  around  the  United  States 
was  investigated  in  the  enclosed  study  and  found  to  be  extremely  small.  The 
equipment  inventory  levels  which  will  be  attained  in  1981  would  be  sufficient  to 
handle  several  large  spills  at  one  time.  As  indicated  in  enclosure  (1)  however,  the 
limiting  factor  in  any  offshore  response  is  most  likely  to  be  the  availability  of 
support  vessels  with  the  proper  characteristics  from  which  to  operate.  We  are 
endeavoring  to  improve  this  situation  by  determining  the  feasibility  of  modifying 
certain  Coast  Guard  cutters  so  that  they  may  be  used  for  this  purpose. 

Out  ultimate  goals  is  to  locate  major  equipment  at  the  high  spill  threat  areas 
around  the  nation.  Levels  of  equipment  will  be  established  with  consideration  for 
the  availability  of  resources  within  the  commercial  sector.  This  will  minimize  the 
response  time  and  avoid  duplication.  Enclosure  (2)  outlines  our  ongoing  and  planned 
research  and  development  in  oil  pollution. 
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I  trust  you  will  find  this  information  to  be  responsive  to  your  question. 

Sincerely, 

R.  H.  Scarborough, 

Vice  Admiral,  U.S.  Coast  Guard, 

Acting  Commandant. 

Enclosure:  (DA  Plan  for  Implementing  Presidential  Initiatives  Concerning  Oil 
Pollution  Response  with  Supplement 
(2)  Ongoing  Oil  Spill  Cleanup  Research 

[On  file  with  the  committee.] 

STATEMENT  OF  MICHAEL  SHAPIRO,  ASSISTANT  GENERAL 
COUNSEL,  COASTAL  ZONE  MANAGEMENT,  NATIONAL  OCEAN- 
IC AND  ATMOSPHERIC  ADMINISTRATION,  DEPARTMENT  OF 
COMMERCE 

Mr.  Shapiro.  Thank  you,  Mr.  Chairman. 

I  am  Michael  Shapiro.  I  am  NOAA's  Assistant  General  Counsel 
for  Coastal  Zone  Management.  On  behalf  of  NOAA  I  would  like  to 
express  our  appreciation  for  the  opportunity  to  brief  the  commit- 
tee. I  am  pleased  to  describe  this  morning  NOAA's  OCS-related 
responsibilities  with  particular  emphasis  on  initiatives  associated 
with  OCS  lease  sale  53. 

I  intend  to  outline  very  briefly  our  activities  in  the  areas  of  State 
coastal  zone  management,  coastal  energy  impact  assistance,  marine 
sanctuaries,  NOAA's  fishery-related  programs,  and  possibly  a  brief 
mention  of  NOAA's  oil  spill  damage  assessment  capabilities,  if  time 
permits. 

With  regard  to  the  coastal  zone  management  program  and  lease 
sale  53,  among  the  17  approved  State  coastal  zone  management 
programs  are  California's  and  Oregon's  programs.  California  is  still 
in  the  midst  of  litigation  challenging  the  validity  of  that  program 
with  a  lawsuit  pending  in  the  ninth  circuit  court  of  appeals. 

These  two  State  programs  encompass  approximately  5,000  miles 
of  shoreline  on  the  west  coast.  To  date  we  have  evaluated  the 
performance  of  those  programs  and  NOAA  has  found  they  have 
adhered  to  the  requirements  of  the  Coastal  Zone  Management  Act. 
We  have  encouraged  certain  improvements,  particularly  with  re- 
gard to  localities  that  must  comply  with  State  requirements  for 
coastal  management. 

With  particular  regard  to  lease  sale  53  and  OCS  activities,  both 
States  by  virtue  of  their  approved  programs  are  eligible  to  apply 
the  Federal  consistency  provisions  of  the  Coastal  Zone  Mangement 
Act.  One  of  those  provisions  specifically  applies  to  OCS  activities, 
namely  OCS  exploration,  development  and  production  plans.  There 
has  been  no  OCS  activity  adjacent  to  Oregon.  However,  with  regard 
to  California,  to  date  the  State  has  approved  all  exploration  plans 
that  have  been  submitted  for  review.  Review  has  normally  aver- 
aged less  than  30  days.  In  each  case  that  30  days  also  included 
negotiations  with  the  lessee  for  new  conditions  necessary  to  comply 
with  the  State's  program. 

California  has  also  received  a  number  of  development  and  pro- 
duction plans.  Review  may  take  somewhat  longer  than  30  days. 
This  is  based  on  information  we  have  received  from  the  Geological 
Survey  that  the  joint  review  effort,  particularly  if  there  is  an 
environmental  impact  statement,  may  take  a  bit  longer. 
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It  is  fair  to  say  that  on  the  west  coast,  with  regard  to  the 
appUcation  on  consistency  to  OCS  plan  activities,  we  have  had 
excellent  coordination  with  Interior,  industry  and  the  State,  and 
the  process  is  moving  in  an  expeditious  fashion. 

We  do  have  one  serious  problem,  however,  with  regard  to  OCS 
activities  and  lease  sale  48  which  may  set  a  precedent  for  53. 

During  the  development  of  the  consistency  regulations,  the  Inte- 
rior Department  and  the  Commerce  Department  disagreed  on  the 
question  of  whether  OCS  lease  sale  decisions  such  as  tract  selec- 
tions and  the  imposition  of  stipulations  were  bound  by  the  consist- 
ency provisions  of  the  Coastal  Zone  Management  Act.  Both  agen- 
cies submitted  the  question  to  the  U.S.  Department  of  Justice.  The 
Justice  Department  ruled  in  favor  of  the  Commerce  position  that 
the  consistency  provisions  did  apply  to  the  Secretary  of  the  Interi- 
or's tract  selection  and  lease  stipulation  decisions.  However,  Justice 
added  that  consistency  applied  only  in  the  case  when  such  action 
directly  affected  a  State's  coastal  zone. 

Thereafter,  with  regard  to  lease  sale  48,  the  Interior  Department 
submitted  to  the  State  a  negative  declaration  basically  indicating 
that  lease  sale  48  did  not  directly  affect  the  State's  coastal  zone. 
The  State  requested  Secretary  Kreps  to  initiate  mediation  as  pro- 
vided for  in  the  Coastal  Zone  Management  Act.  The  Interior  De- 
partment accepted  the  invitation  by  the  State  to  mediate. 

As  required  by  the  act,  a  hearing  will  be  scheduled  to  seek  to 
reach  consensus  on  the  matter.  September  7  is  the  scheduled  date. 
The  hearing  will  be  in  Los  Angeles.  Thereafter  the  Secretary  of 
Commerce  will  convene  a  conference  for  the  parties  in  an  attempt 
to  resolve  the  disagreement. 

With  regard  to  lease  sale  53,  Oregon  has  notified  NOAA  of  its 
concern  that  the  same  type  of  negative  declaration  may  be  submit- 
ted by  Interior  on  53,  and  the  State  would  oppose  such  a  declara- 
tion. 

One  more  point  of  clarification.  California  has  indicated  to  Inte- 
rior that  should  a  consistency  determination  by  Interior  be  submit- 
ted, the  State  is  most  likely  to  concur  with  such  a  determination, 
because,  in  fact,  lease  sale  48  is  consistent  with  the  State's  coastal 
program.  However,  they  are  concerned  that  Interior  has  not  initiat- 
ed the  intergovernmental  consultation  effort  required  by  the  Coast- 
al Zone  Management  Act. 

As  many  of  you  may  be  aware,  the  President  in  his  environmen- 
tal message  recently  declared  his  intent  to  seek  authorization  and 
strengthening  amendments  to  the  Coastal  Zone  Management  Act. 
To  the  extent  the  Federal  consistency  provisions  may  lead  to  trou- 
blesome results  as  we  are  seeing  in  California,  the  administration 
may  seek  remedial  legislation  in  this  area,  to  remove  any  ambigu- 
ities. 

Moving  on  to  the  coastal  energy  impact  program,  by  virtue  of  the 
OCS  Lands  Act  amendments,  this  program  was  substantially  modi- 
fied. Final  regulations  to  implement  the  changes  in  that  act  were 
issued  May  21,  1979.  With  regard  to  California  and  Oregon,  as  a 
result  of  the  changes  in  the  OCS  Lands  Act,  both  States  qualified 
for  a  2-percent  floor.  From  the  appropriations  provided  we  gave 
each  State  an  allotment  of  $555,000  in  fiscal  year  1979. 
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Coastal  energy  impact  program  grants  have  been  provided  to 
both  States  for  OCS  activities,  particularly  with  regard  to  sale  53. 
California  has  benefited  from  a  number  of  grants.  Some  of  the 
beneficiaries  include  the  California  Coastal  Commission,  the  Mon- 
terey Bay  area  governments,  the  Monterey  County  government, 
Mendocino  County,  Sonoma  and  Marin  Counties,  and  San  Mateo, 
Humboldt  and  San  Luis  Obispo  Counties. 

Oregon  has  also  received  coastal  energy  impact  grants  related  to 
OCS  activities — grants  associated  with  potential  platform  fabrica- 
tion facilities  and  oil  spill  protection  planning. 

An  additional  amendment  in  the  OCS  Lands  Act  amendments 
called  for  grants  to  support  States  in  exercising  their  OCS  responsi- 
bilities— OCS  State  participation  grants  as  we  refer  to  them.  Fol- 
lowing significant  consultation  with  States  and  other  interested 
parties,  NO  A  A  published  proposed  regulations  in  March  1979  to 
implement  this  program.  Thereafter,  however,  we  ran  into  some 
budgetary  stumbling  blocks.  NOAA's  request  for  appropriations 
was  rejected  within  the  administration.  At  the  moment  there  is  a 
reprograming  request  for  $3  million  being  considered  by  0MB. 
Final  word  on  that  request  is  likely  to  come  forth  today  or  tomor- 
row. At  the  moment  we  have  no  funds  to  implement  the  program. 

With  regard  to  the  marine  santuaries  program,  some  background 
first.  Since  passage  in  1972,  two  sanctuaries  have  been  designat- 
ed— one  the  Civil  War  iron-clad  USS  Monitor,  offshore  North  Caro- 
lina; another,  the  Key  Largo  Coral  Reef,  offshore  Florida.  Both 
were  designated  in  1975.  In  1977  the  President  in  his  environmen- 
tal message  directed  NOAA  to  begin  to  solicit  additional  recom- 
mendations for  sites  particularly  in  areas  where  development  ap- 
peared to  be  imminent.  Thereafter  NOAA  received  over  100  recom- 
mendations for  marine  sanctuaries. 

As  we  began  to  move  forward  on  this  program,  we  also  started  to 
refine  and  focus  our  guidance  to  provide  a  clearer  basis  for  pro- 
gram direction  and  to  facilitate  public  participation.  Our  regula- 
tions were  recently  modified  and  final  regulations  were  published 
on  July  31,  1979.  The  revised  regulations  establish  a  primary  em- 
phasis in  the  program  for  protection  of  distinctive  marine  resources 
requiring  comprehensive,  site  specific  and  long-term  management. 
We  currently  have  seven  active  candidates  under  consideration, 
three  of  which  are  offshore  California.  The  three  California  sites 
include  the  Northern  Channel  Islands  and  Santa  Barbara  Island, 
the  Monterey  Bay  area,  and  the  Point  Reyes-Farallon  Islands  area. 

With  regard  to  these  three  sites,  in  April  of  1978  NOAA  held 
workshops  in  California  in  coordination  with  the  State  to  solicit 
information.  Thereafter  in  December  1978,  we  developed  an  issue 
paper  exploring  further  the  opportunity  to  designate  these  areas  as 
marine  sanctuaries.  In  March  1979,  the  California  Coastal  Commis- 
sion held  public  hearings  on  the  matter,  and  recommended  to 
NOAA  that  we  proceed  with  santuary  designations.  Accordingly, 
we  anticipate  that  later  this  year  draft  environmental  impact 
statements  will  be  developed  on  these  three  sanctuaries. 

The  sanctuaries  are  related  to  areas  adjacent  to  proposed  OCS 
lease  sales.  With  regard  to  the  Channel  Islands  site  we  are  talking 
about  lease  sale  48.  The  latter  two  sites  are  adjacent  to  lease  sale 
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53,  and  in  fact  one  tract  within  lease  sale  53  is  also  within  a 
proposed  sanctuary  boundary. 

We  are  working  closely  with  the  Interior  Department  as  a  coop- 
erating agency.  They  have  been  invited  to  participate  with  us.  We 
have  early  consultation  and  consult  often.  We  are  working  to  rec- 
oncile OCS  development  with  sanctuary  designation. 

Moving  along  to  fisheries.  The  Office  of  Coastal  Zone  Manage- 
ment within  NOAA  is  responsible  for  commenting,  on  behalf  of 
NOAA,  on  all  OCS  lease  sales.  We  seek  Interior  consideration  of 
issues  associated  with  our  missions,  particularly  fisheries-related 
missions  under  the  Fisheries  Conservation  and  Management  Act. 
In  addition,  we  make  recommendations  with  regard  to  the  marine 
mammal  protection,  endangered  species,  marine  sanctuaries,  and 
coastal  zone  management. 

On  the  west  coast  we  have  had  excellent  coordination  with  Inte- 
rior thus  far.  On  lease  sale  48  we  managed  to  reconcile  NOAA's 
and  Interior's  concerns.  We  have  begun  early  consultation  with 
Interior  on  lease  sale  53,  beginning  with  the  resource  review  and 
call  for  nominations.  We  are  now  participating  in  coordination  for 
the  draft  and  final  environmental  impact  statements. 

Another  related  fisheries  area  which  will  affect  this  region  has  to 
do  with  the  Fisherman's  Contingency  Fund.  Title  IV  of  the  OCS 
Lands  Act  amendments  established  a  fund  to  pay  for  property  and 
economic  loss  suffered  by  commercial  fishermen  as  a  result  of 
obstructions  related  to  OCS  operations.  Following  public  workshops 
in  February  of  this  year,  NOAA  went  ahead  and  proposed  regula- 
tions which  were  issued  in  May.  Final  regulations  to  implement 
this  program  are  anticipated  to  be  established  in  September.  To 
date  we  have  had  approximately  68  claims  under  the  act,  most  of 
which,  if  not  all,  I  believe  are  in  the  gulf  region.  We  are  handling 
those  claims  based  on  interim  NOAA  instructions  pending  publica- 
tion of  our  final  regulations. 

With  regard  to  moneys  devoted  to  this  program,  in  fiscal  year 
1979  Congress  appropriated  $450,000  to  the  program.  Pending  be- 
fore the  Congress  now  is  a  request  for  $600,000  for  fiscal  year  1980. 

Seven  area  accounts  are  proposed  to  be  established  for  this  pro- 
gram, five  in  the  gulf,  which  we  intend  to  capitalize  at  $100,000 
each.  One  in  the  North  Atlantic,  which  we  will  capitalize  as  soon 
as  OCS  activity  proceeds  in  that  area.  One  in  the  Mid-  and  South 
Atlantic  at  $50,000.  Two  in  the  west  coast— one  in  Alaska  for 
$50,000,  and  one  for  the  remaining  portion  of  the  west  coast,  again 
for  $50,000  which  would  include  lease  sales  48  and  53. 

No  accounts  as  yet  have  been  capitalized.  As  soon  as  the  regula- 
tions are  issued,  we  will  then  begin  making  assessments  on  the  oil 
and  gas  industry,  in  conformance  with  the  requirements  of  Title 
IV. 

Finally,  I  would  like  to  make  a  brief  mention  of  NOAA's  initia- 
tives with  regard  to  oil  spill  damage  assessment. 

NOAA  at  the  moment  is  exploring  the  potential  use  of  OCS 
Lands  Act  amendments  title  III  funds  to  undertake  damage  assess- 
ment research  on  the  Campeche  oil  spill.  Research  results  can  be 
applied  thereafer  to  U.S.  Outer  Continental  Shelf  damage  assess- 
ment initiatives  in  areas  such  as  53  in  the  event  an  oil  spill  should 
occur. 
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Title  III  creates  an  OCS  oil  spill  liability  and  compensation 
scheme.  A  fund  has  been  established  by  the  Coast  Guard.  One 
requirement  within  title  III  is  to  permit  the  funds  to  be  used  for 
administrative  costs.  By  virtue  of  an  Executive  order,  NOAA  has 
been  given  responsibility  for  making  claims  against  the  fund  in  the 
event  of  injury  or  losses  to  natural  resources.  As  a  predicate  to 
such  claims,  NOAA  requires  information  and  research  concerning 
oil  spill  damage  assessments. 

NOAA  maintains  that  the  oilspill  research  potential  in  the  Cam- 
peche  spill  could  provide  a  sound  basis  for  later  claims  based  on 
U.S.  Outer  Continental  Shelf  oil  spills,  and  therefore  is  seeking  to 
determine  whether  such  research  can  be  deemed  an  administrative 
cost  under  title  III.  We  will  be  exploring  this  further  with  this 
committee,  Mr.  Chairman. 

That  concludes  my  remarks. 

The  Chairman.  Mr.  George  Robinson,  U.S.  Geological  Survey. 

STATEMENT  OF  GEORGE  ROBINSON,  REGIONAL  DIRECTOR,  U.S. 
GEOLOGICAL  SURVEY,  DEPARTMENT  OF  THE  INTERIOR,  AC- 
COMPANIED BY  JOHN  DRAGONETTI,  CONSERVATION  MAN- 
AGER, WESTERN  REGION  CONSERVATION  DIVISION,  USGS; 
GARY  GREEN,  MARINE  GEOLOGIST,  USGS;  RICHARD  BALLEN- 
TYNE,  CHIEF,  TRACT  SELECTION  AND  EVALUATION:  AND 
MAURICE  ADAM,  CHIEF,  OCS  OPERATIONS  SECTION 

Mr.  Robinson.  Thank  you,  Mr.  Chairman.  I  have  with  me  today 
John  Dragonetti,  Manager  of  the  Conservation  Division  in  the 
Western  Region  and  two  of  his  staff,  Richard  Ballentyne,  Chief  of 
Tract  Selection  and  Evaluation;  Maurice  Adams,  Chief  of  OCS 
Operations  Section;  and  Dr.  Gary  Greene,  a  marine  geologist  with 
the  Pacific-Arctic  Branch  of  Marine  Geology. 

My  written  statement,  which  was  submitted  to  your  chief  coun- 
sel, discusses  the  responsibilities  of  the  U.S.  Geological  Survey  with 
regard  to  the  OCS  mineral  leasing  process  in  general  terms  and 
also  addresses  our  involvement  with  the  Bureau  of  Land  Manage- 
ment directly  related  to  the  proposed  lease  sale  No.  53,  which  is 
the  subject  of  this  hearing.  With  your  approval,  Mr.  Chairman,  I 
will  limit  my  oral  presentation  to  the  latter,  that  is,  our  work  in 
connection  with  proposed  lease  sale  No.  53. 

[The  statement  follows:] 

Testimony  of  George  E.  Robinson,  Assistant  Director,  Western  Region,  U.S. 

Geological  Survey 

Mr.  Chairman  and  Members  of  the  Committee:  I  am  pleased  to  appear  before  you 
to  discuss  the  responsibilities  of  the  U.S.  Geological  Survey  on  the  Outer  Continen- 
tal Shelf.  I  have  with  me  today,  John  Dragonetti,  Manager  of  the  Conservation 
Division  in  the  Western  Region  and  two  of  his  staff — Richard  Ballantyne,  Chief, 
Tract  Selection  and  Evaluation  Section;  Maurice  Adams,  Chief,  OCS  Operations 
Section;  and  Gary  Greene,  a  marine  geologist  with  the  Pacific  Arctic  Branch  of 
Marine  Geology. 

My  testimony  is  in  two  parts.  The  first  is  a  discussion  of  the  responsibilities  of  the 
Geological  Survey  which  are  applicable  generally  to  all  Outer  Continental  Shelf 
activities,  and  the  second  part  deals  with  those  activities  directly  related  to  proposed 
Lease  Sale  No.  53. 

The  Secretary  of  the  Interior  has  assigned  major  areas  of  responsibility  on  the 
Outer  Continental  Shelf  to  the  Director  of  the  Geological  Survey.  The  Director  has 
assigned  regional  responsibilities  to  the  Geologic  Division  and  lease-oriented  respon- 
sibilities to  the  Conservation  Division. 
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RESPONSIBILITIES   OF  THE   GEOLOGICAL   SURVEY   IN   SUPPORT   OF   LEASE   SALES   ON   THE 

OUTER   CONTINENTAL   SHELF 

1.  Geologic  analysis  for  oil,  gas,  and  mineral  potential:  Regional  resource  analyses 
are  fundamental  to  the  selection  of  broad  areas  for  potential  leasing  by  Bureau  of 
Land  Management,  and  more  focused  basin  and  tectonic-framework  analyses  supply 
information  needed  for  selection  of  specific  areas  to  be  included  in  the  call  for 
nominations. 

2.  Topical  studies  of  geologic  problems  peculiar  to  certain  basins:  Regional  studies 
commonly  lead  to  identification  of  specific  geologic  problems  affecting  resource 
development.  If  the  resource  potential  is  sufficient,  topical  research  is  conducted  on 
special  conditions  that  must  be  considered  in  the  development  and  recovery  of  the 
mineral  or  mineral-fuel  resource. 

3.  Geologic  aspects  of  environmental  analysis:  The  Geological  Division  participates 
in  multi-agency  environmental  surveys  on  the  Continental  Shelf  Reconnaissance 
seismic  information  is  used  to  identify  areas  where  more  detailed  seismic  studies 
are  needed.  It  is  our  intention  that  a  complete  environmental  study  should:  (1) 
identify  hazards  unique  to  a  particular  region;  (2)  determine  general  structural 
pattern;  (3)  assess  the  tectonic  activity,  specifically  seismicity;  (4)  identify  the  pres- 
ence of  potentially  hazardous  foundation  conditions  and  active  faults;  and  (5)  deter- 
mine the  physical  and  texture  properties  of  the  sediment  map  to  be  related  to  other 
programs  such  as  the  benthic  biologj'. 

4.  Topical  studies  of  unique  environmental  problems:  Geologic  Division  may  focus 
specific  studies  on  problems  that  are  unique  to  a  given  lease  area.  Some  examples 
are  the  instability  of  the  Mississippi  Delta,  which  may  endanger  some  drilling  and 
production  installations,  earthquake  hazards  in  the  Gulf  of  Alaska,  and  the  effects 
of  ice  scour  in  high  latitudes. 

5.  Investigation  of  the  mineral  potential  in  specific  areas  of  the  Continental  Shelf 
offered  for  leasing:  The  Conservation  Division  synthesizes  and  evaluates  data  relat- 
ed to  the  resource  potentials  of  specific  tracts  proposed  for  leasing.  Geologists, 
geophysicists,  engineers,  and  mineral  economists  study  the  quantity,  depth,  extent, 
and  quality  of  mineral  deposits  on  tracts  likely  to  be  proposed  for  leasing.  This  is 
then  used  to  recommend  jointly  with  BLM  those  tracts  most  promising  and  to 
determine  a  fair  market  value  for  those  tracts  offered.  Resource  estimates  are  made 
and  updated  at  critical  points  in  the  lease  sale  process. 

6.  Provision  of  pre-lease  sale  evaluations:  The  Conservation  Division  establishes 
the  economic  value  of  potential  lease  tracts  to  help  assure  fair  bonus  and  royalty 
receipts  to  the  Government. 

7.  Determination  of  geologic  hazard  for  specific  tracts  offered  for  lease:  Before  a 
lease  sale  takes  place,  the  Conservation  Division  uses  detailed  high-resolution  geo- 
physical data  and  all  other  hazards  data  available  to  identify  and  evaluate  shallow 
geologic  features  that  constitute  a  potential  hazard  to  oil  and  gas  exploration  and 
development  operations. 

RESPONSIBILITIES   OF  THE   GEOLOGICAL  SURVEY   IN   THE   SUPERVISION   OF   EXPLORATION, 
DEVELOPMENT,   AND   PRODUCTION   OPERATIONS   ON   THE   SHELF 

1.  Approval  of  operations:  In  the  regulation  of  operations,  the  Conservation  Divi- 
sion reviews  applications  and  provides  approvals  for  all  activities  on  a  lease  pertain- 
ing to  oil,  gas,  and  other  minerals.  Both  exploration  and  development  and  produc- 
tion plans  must  be  submitted  and  approved.  The  Division  also  oversees  the  seismic- 
surveying  activities  on  the  OCS,  both  before  and  after  lease  sales. 

2.  Issuance  of  OCS  Orders  and  Notices:  To  extend  the  regulations  and  provide 
standards  for  equipment  and  procedures,  the  Survey  prepares  and  issues  OCS 
Orders  and  Notices  to  Lessees  and  Operators.  The  OCS  Orders  provide  direction  and 
limitations  to  the  operators  in  such  matters  as  drilling  and  producing  operations, 
pollution  prevention,  and  many  others.  The  Notices  to  Lessees  and  Operators  pro- 
vide additional  specific  directions  not  included  in  the  Orders.  Safety  of  personnel 
and  equipment,  consistency  with  the  California  Coastal  Zone  Management  Plan, 
minimizing  potential  effects  of  geologic  hazards  and  assuring  that  operations  are 
conducted  in  an  environmentally  acceptable  manner  underlie  the  concerns  of  our 
regulatory  activities. 

3.  Enforcement  of  Regulations:  Through  an  inspection  system,  the  Survey  enforces 
the  regulations  and  the  OCS  Orders.  Unannounced  inspections  are  made  to  check 
the  drilling  rig  and  its  equipment,  the  drilling  log  and  practices,  and  the  production 
equipment.  If  incidents  of  non-compliance  are  noted,  enforcement  actions  are  taken; 
these  may  include  shutting-in  the  well,  platform,  or  pipeline  until  repairs  are 
complete.  If  a  knowing  and  willful  violation  is  discovered,  legal  proceedings  are 
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initiated.  The  Survey  also  works  with  the  Coast  Guard  and  the  Corps  of  Engineers 
to  minimize  conflicts  between  operations  and  shipping. 

4.  The  collection  of  rentals  and  royalties  and  the  direction  of  conservation  meas- 
ures: To  maintain  records  and  collect  royalties,  the  Survey  requires  monthly  reports 
from  the  lessees.  These  reports  describe  operations  by  lease,  give  a  statement  of  oil 
and  gas  runs  and  the  royalty  payment,  and  discuss  well-completion  reports,  logs, 
and  other  geologic  and  engineering  information.  Through  such  reports  and  by  way 
of  conducting  program  audits,  the  Conservation  Division  strives  to  verify  the  status 
of  operations  in  areas  of  on-going  activity  and  the  effectiveness  of  such  activity  in 
maximizing  recovery  of  Federal  minerals  resources. 

5.  Monitoring  of  day-to-day  operations  for  environmental  conformity:  Monitors 
and  inspects  all  pre-lease  and  post-lease  operations,  including  geophysical  data 
collection,  exploration  drilling,  development  drilling,  and  production  to  insure  com- 
pliance with  the  requirements  of  NEPA,  and  other  environmental  laws. 

6.  Accident  investigations:  Investigates  and  prepares  a  report  on  all  accidents 
concerning  oil  and  gas  operations. 

7.  Coordination,  cooperation  with  other  agencies:  Coordinates  inspection  and  mon- 
itoring work  in  the  OCS  with  other  regulatory  agencies — State,  Federal,  and  local — 
to  insure  that  there  are  no  gaps  in  OCS  surveillance  nor  any  duplication  of  such. 

8.  Maximizing  minerals  recovery:  Conducts  studies  and  takes  action  as  appropri- 
ate to  insure  that  both  the  rate  of  production  and  ultimate  total  recovery  of  OCS 
minerals  are  maximized.  Unitization  of  OCS  leases  is  required  where  it  is  necessary 
to  achieve  this  end. 

9.  Development  and  maintenance  of  oil  and  gas  field  reserves  data:  The  Survey 
maintains  current  data  on  the  amount  of  ultimately  recoverable  oil  and  gas,  oil  and 
gas  produced  to  date,  and  remaining  recoverable  oil  and  gas  for  each  field  in  the 
OCS  in  order  to  provide  the  Department  of  the  Interior  and  Department  of  Energy 
with  good  reserves  information  for  various  planning  needs  and  as  key  "bench  mark" 
fields  for  geostatistical  studies  of  the  nation's  total  reserve  picture. 

RESPONSIBILITIES    OF    GEOLOGICAL    SURVEY    WITH    REGARD    TO    PROPOSED    LEASE    SALE 

NO.    53 

I  would  like  now  to  review  the  major  actions  for  which  the  Geological  Survey  is 
responsible  with  regard  to  OCS  Lease  Sale  No.  53  and  the  current  status  of  those 
actions. 

1.  Summary  report:  In  July  of  1977,  we  completed  and  submitted  to  the  Bureau  of 
Land  Management  our  contribution  to  the  Summary  Report  for  Lease  Sale  No.  53. 
This  consisted  of  a  general  report  of  geology,  the  petroleum  potential,  and  the 
regional  geologic  hazards  of  the  area  being  considered  for  a  lease  sale.  This  informa- 
tion is  designed  to  assist  the  Department  in  lease  sale  scheduling  and  in  determin- 
ing the  area  for  a  Nomination  Call. 

2.  Data  Acquisition  and  Evaluation:  The  Conservation  Division,  starting  in  Octo- 
ber of  1977,  began  preparing  base  maps  and  acquiring  and  analyzing  geophysical 
data  needed  for  tract-specific  resource  evaluation.  Currently,  the  Conservation  Divi- 
sion is  acquiring  tract-specific  high-resolution  geophysical  data  by  contract  with 
Fairfield  Industries.  These  data  are  to  assist  in  identifying  and  evaluating  specific 
potential  geologic  hazards  and  will  be  available  to  the  public.  That  report  is  due  to 
be  completed  by  March  31,  1980.  The  Geologic  division  is  collecting  deep-penetration 
and  high-resolution  data  for  the  regional  hazards  analysis,  and  a  preliminary  report 
is  due  to  Bureau  of  Land  Management  by  mid-December  1979. 

3.  Workshops  for  State  and  local  planners:  The  Geological  Survey  has  participated 
in  nine  workshops  held  under  the  auspices  of  the  Bureau  of  Land  Management 
during  May  of  1978  in  those  areas  affected  by  Lease  Sale  No.  53.  The  primary 
purpose  of  the  workshops  was  to  assist  local  governments  in  preparing  nominations. 
In  addition,  in  January  of  this  year.  Conservation  Division  participated  with  BLM 
in  local  briefings  to  discuss  the  draft  EIS  and  specifically  discussed  our  role  in  the 
OCS  activities.  Those  hearings  were  held  in  Redwook  City,  Santa  Cruz,  San  Luis 
Obispo,  Eureka,  Ft.  Bragg,  and  Santa  Rosa.  In  1976,  we  participated  with  the 
Bureau  of  Land  Management  in  a  local  workshop  in  San  Francisco  to  formulate  an 
environmental  program  to  be  used  in  the  hazards  evaluation  of  Lease  Sale  No.  53. 
Also,  area  experts  within  Geologic  Division  participated  along  with  local  govern- 
mental agencies  in  workshops  designed  to  determine  potential  environmental  prob- 
lems associated  with  Lease  Sale  No.  53. 

4.  Nominations:  In  June  of  1978,  Conservation  Division  personnel  participated 
with  the  Bureau  of  Land  Management  in  identifying  specific  tracts  after  considera- 
tion of  all  pertinent  information  including  the  petroleum  potential  and  complete 
analyses  of  all  information  which  would  impact  upon  the  environment. 
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5.  State/Geological  Survey/BLM  Meeting:  In  July  of  1978,  Geological  Survey  and 
Bureau  of  Land  Management  met  with  the  representatives  of  the  State  to  review 
the  nominations  received  and  to  discuss  specific  tracts  that  might  be  included  in  the 
sale.  As  a  result  of  comments  received  at  the  meeting  and  at  a  subsequent  meeting 
on  August  3,  areas  around  the  Farallon  Islands,  Ano  Nuevo,  and  Trinidad  Head 
were  deleted  from  further  consideration  for  leasing.  Another  meeting  was  held  on 
August  17  to  review  the  final  field  recommendations. 

6.  Tract  selection:  In  August  of  1978,  Geological  Survey,  Bureau  of  Land  Manage- 
ment and  Fish  and  Wildlife  Service  field  personnel  recommended  tracts  of  EIS 
study  and  possible  leasing.  Selections  were  based  on  consideration  of  those  tracts 
with  production  potential,  least  possible  environmental  harm,  and  the  length  of 
time  required  for  development. 

7.  Oilspill  trajectory:  Collection  of  field  data  was  completed  in  April  of  this  year 
for  areas  that  may  be  impacted  by  oil  spills  at  various  times  of  the  year  if  the 
proposed  tracts  are  developed.  Computer  analysis  of  these  data  are  underway.  This 
same  data  would  be   used   if  needed   following  development  on   proposed   tracts. 

8.  Draft  Environmental  Impact  Statement:  Geological  Survey  has  provided  input 
to  the  draft  EIS  being  prepared  by  BLM.  We  will  provide  our  most  recent  data  on 
geology,  resources,  wells,  platforms,  facilities,  production  rates,  and  geologic  haz- 
ards. We  are  presently  collecting  geologic  data  for  the  Santa  Maria,  Outer  Santa 
Cruz  (off-shore  San  Mateo  County),  and  Pt.  Arena  and  Bodega  Basins.  A  draft  report 
concerning  geologic  hazards  in  the  offshore  Eel  River  basins  was  submitted  to 
Bureau  of  Land  Management  in  July  1979.  Reports  of  preliminary  results  in  other 
areas,  due  in  December,  will  include  data  yet  to  be  collected  this  fall. 

9.  Oil  and  gas  information  program:  Effective  October  9,  1979,  the  Director  of  the 
Geological  Survey,  acting  for  the  Secretary  of  the  Interior,  will  establish  and  main- 
tain information  on  sale  areas  and  will  make  that  information  available  to  the 
Governors  of  the  affected  states  and  to  the  executives  of  local  affected  governments 
upon  request  and  in  accordance  with  the  provisions  of  the  FOIA.  This  procedure  is 
pursuant  to  the  OCS  Lands  Act  Amendment  of  1978,  Sec.  26. 

Mr.  Robinson.  The  USGS  responsibility  in  the  OCS  lease  sales 
up  through  the  actual  sale  is  in  support  of  the  Bureau  of  Land 
Management.  We  provide  to  the  Bureau  scientific  data;  we  partici- 
pate with  them  as  consultants  and  advisers  at  major  decision 
points;  and  we  participate  with  them  in  public  meetings  as  is 
appropriate. 

I  have  enumerated  in  my  paper  nine  areas  of  direct  involvement 
with  this  sale.  These  are: 

1.    SUMMARY    REPORT 

In  July  of  1977,  we  completed  and  submitted  to  the  Bureau  of 
Land  Management  our  contribution  to  the  summary  report  for 
lease  sale  No.  53.  This  consisted  of  a  general  report  on  geology,  the 
petroleum  potential,  and  the  regional  geologic  hazards  of  the  area 
being  considered  for  a  lease  sale.  This  information  is  designed  to 
assist  in  lease  sale  scheduling  and  in  determining  the  area  for  a 
nomination  call. 

2.    DATA   ACQUISITION   AND   EVALUATION 

Starting  in  October  1977,  we  began  preparing  base  maps  and 
acquiring  and  analyzing  geophysical  data  needed  for  tract-specific 
resource  evaluation.  Currently,  we  are  acquiring  tract-specific  high- 
resolution  geophysical  data  by  contract  with  Fairfield  Industries. 
These  data  are  to  assist  in  identifying  and  evaluating  specific  po- 
tential geologic  hazards  and  will  be  available  to  the  public.  We  are 
also  collecting  deep-penetration  and  high-resolution  data  for  the 
regional  hazards  analysis. 
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3.    WORKSHOPS    FOR   STATE   AND    LOCAL   PLANNERS 

The  Geological  Survey  has  participated  in  those  workshops  held 
under  the  auspices  of  the  Bureau  of  Land  Management  during  May 
of  1978.  The  primary  purpose  of  the  workshops  was  to  assist  local 
governments  in  preparing  nominations.  In  addition,  in  January  of 
this  year,  we  participated  with  BLM  in  local  briefings  to  discuss 
the  draft  EIS  and  specifically  discussed  our  role  in  the  OCS  activi- 
ties. Those  hearings  were  held  in  Redwood  City,  Santa  Cruz,  San 
Luis  Obispo,  Eureka,  Fort  Bragg,  and  Santa  Rosa. 

In  1976  we  participated  with  the  Bureau  of  Land  management  in 
a  local  workshop  in  San  Francisco  to  formulate  an  environmental 
program  to  be  used  in  the  hazards  evaluation  of  lease  sale  No.  53. 

4.    NOMINATIONS 

In  June  of  1978  Survey  personnel  participated  with  the  Bureau 
of  Land  Management  in  a  review  of  all  tracts  nominated  in  order 
to  recommend  specific  ones  for  possible  leasing.  This  review  was 
based  upon  information  available  with  regard  to  petroleum  poten- 
tial and  the  impacts  of  operations  on  the  environment. 

5.  state/geological  survey/blm  meeting 

In  July  of  1978,  Geological  Survey  and  the  Bureau  of  Land 
Management  met  with  the  representatives  of  the  State  to  review 
the  nominations  received  and  to  discuss  specific  tracts  that  might 
be  included  in  the  sale.  As  a  result  of  comments  received  at  the 
meeting  and  at  subsequent  meetings  on  August  3,  and  August  17, 
areas  around  the  Farallon  Islands,  Aho  Nuevo,  and  Trinidad  Head 
were  deleted  from  further  consideration  for  leasing, 

6.   TRACT  selection 

In  August  of  1978,  Geological  Survey,  Bureau  of  Land  Manage- 
ment, and  Fish  and  Wildlife  Service  field  personnel  recommended 
tracts  for  EIS  study  and  possible  leasing.  Selections  were  based  on 
consideration  of  those  tracts  with  production  potential,  least  possi- 
ble environmental  harm,  and  the  length  of  time  required  for  devel- 
opment. 

7.  OILSPILL  TRAJECTORY 

Collection  of  field  data  was  completed  in  April  of  this  year  for 
areas  that  may  be  impacted  by  oil  spills  at  various  times  of  the 
year  if  the  proposed  tracts  are  developed.  Computer  analysis  of 
these  data  are  underway.  These  data  would  also  be  used,  if  needed, 
following  development  on  proposed  tracts. 

8.    DRAFT   ENVIRONMENTAL   IMPACT   STATEMENT 

Geological  Survey  has  provided  input  to  the  draft  EIS  being 
prepared  by  BLM.  We  will  provide  our  most  recent  data  on  geolo- 
gy, resources,  wells,  platforms,  facilities,  production  rates,  and  geo- 
logic hazards.  We  are  presently  collecting  geologic  data  for  the 
Santa  Maria,  Outer  Santa  Cruz — (offshore  San  Mateo  County — and 
Point  Arena  and  Bodega  Basins.  A  draft  report  concerning  geologic 
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hazards  in  the  offshore  Eel  River  basins  was  submitted  to  the 
Bureau  of  Land  Management  in  July  1979.  Reports  of  preliminary 
results  in  other  areas,  due  in  December,  will  include  data  yet  to  be 
collected  this  fall. 

9.    OIL   AND   GAS   INFORMATION    PROGRAM 

Effective  October  9,  1979,  the  Director  of  the  Geological  Survey, 
acting  for  the  Secretary  of  the  Interior,  will  establish  and  maintain 
information  on  sale  areas  and  will  make  that  information  available 
to  the  Governors  of  the  affected  States  and  to  the  executives  of 
local  affected  governments  upon  request  and  in  accordance  with 
the  provisions  of  the  FOIA.  This  procedure  is  pursuant  to  the  OCS 
Lands  Act  Amendment  of  1978,  section  26. 

I  appreciate  the  opportunity  to  be  here  on  behalf  of  the  U.S. 
Geological  Survey.  My  colleagues  and  I  will  be  pleased  to  provide 
any  additional  information  the  committee  may  need. 

STATEMENT  OF  WILLIAM  GRANT,  BUREAU  OF  LAND  MANAGE- 
MENT, MANAGER,  PACIFIC  OCS  OFFICE,  DEPARTMENT  OF 
THE  INTERIOR,  ACCOMPANIED  BY  MIKE  FERGUS,  INFORMA- 
TION OFFICER;  DICK  WILHELMSON,  HEAD  OF  THE  STUDY 
STAFF;  AND  HERB  EMMRICH,  HEAD  OF  THE  ENVIRONMEN- 
TAL ASSESSMENT  DIVISION 

Mr.  Grant.  Thank  you.  I  would  like  to  introduce  three  of  my 
staff  here:  Mike  Fergus,  Information  Officer;  Dick  Wilhelmson,  of 
the  Study  Staff;  Herb  Emmrich,  head  of  the  Environmental  Assess- 
ment Division. 

It  is  a  pleasure  to  be  here  this  morning  to  address  this  group. 

My  remarks  this  morning  will  highlight  portions  of  the  leasing 
process  that  you  indicated  you  were  interested  in,  specifically  pub- 
lic involvement,  the  schedule  for  the  EIS,  and  the  studies  program, 
and  how  the  EIS  process  addresses  the  various  environmental  con- 
cerns. Before  I  begin  the  substance  of  my  remarks,  I  believe  a  brief 
history  of  proposed  OCS  lease  sale  No.  53  will  orient  the  committee 
to  the  chronology  of  events  that  will  be  mentioned  later. 

Proposed  lease  sale  No.  53  first  appeared  on  the  leasing  schedule 
in  June  1975  with  a  tentative  sale  date  of  April  1978.  At  that  time 
the  general  area  in  which  tracts  would  have  been  considered  in- 
cluded offshore  California,  Oregon,  and  Washington.  A  year  and  a 
half  later  in  January  1977,  the  Department  of  the  Interior  issued  a 
new  leasing  schedule  reflecting  a  lease  sale  date  change  for  OCS 
No.  53  to  October  1978,  but  still  incorporating  the  "General  Pacif- 
ic" as  the  description  of  the  area  to  be  considered.  In  August  1977 
the  Department  issued  a  final  schedule  including  OCS  No.  53,  but 
with  a  revised  call  area  including  only  central  and  northern  Cali- 
fornia with  a  new  tentative  sale  date  of  February  1981.  So  there 
have  been  several  rescheduled  dates  in  the  sale. 

With  the  passage  of  OCS  Lands  Act  Amendments  of  1978,  the 
Secretary  was  mandated  to  formulate  another  new  and  revised 
proposed  OCS  leasing  schedule  nationwide,  which,  as  you  know, 
was  submitted  in  draft  form  to  the  Congress  last  June.  This  draft 
schedule  again  includes  OCS  No.  53,  but  with  a  new  tentative  sale 
date  of  May  1981. 
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The  purpose  of  reviewing  the  OCS  No.  53  scheduHng  history  is  to 
illustrate  that  although  planning  and  programming  have  been  dif- 
ficult due  to  various  schedule  changes,  nonetheless  data  gathering, 
State  and  Federal  coordination,  and  public  involvement  com- 
menced more  than  4  years  ago. 

Since  February  1974,  with  the  development  of  a  5-year  OCS  lease 
planning  schedule,  my  office  has  held  numerous  meetings  to  gather 
data,  seek  suggestions,  and  facilitate  coordination.  These  meetings 
included  such  subjects  as  recommendations  for  the  BLM  studies 
program,  explanation  of  the  program,  and  the  leasing  process. 

In  addition,  office  personnel  participated  in  13  workshops  spon- 
sored by  the  University  of  Southern  California  sea  grant  program, 
9  of  which  were  directly  related  to  OCS  No.  53.  These  workshops 
were  held  in  Monterey,  Morro  Bay,  Ukiah,  Eureka,  Crescent  City, 
Redwood  City,  Santa  Cruz,  San  Francisco,  and  Santa  Rosa.  The 
purpose  of  these  workshops  was  primarily  to  better  enable  county 
planning  staffs,  environmental  groups,  and  interested  citizens  to 
respond  to  the  "Call  for  Nominations  and  Comments"  at  that  time. 

In  July  1978,  with  the  close  of  the  "Call  for  Nominations  and 
Comments,"  a  3-day  series  of  environmental  briefings  was  conduct- 
ed in  Los  Angeles  to  show  interested  parties  the  various  ecological 
and  environmental  resource  categories  that  the  Pacific  OCS  Office 
considers  and  evaluates  in  the  EIS  tract  selection  process.  At  the 
time  of  the  briefings,  our  office  presented  2.3  million  acres  of 
expressed  high  interest  nominations  for  possible  consideration  from 
a  total  nominated  area  of  8.4  million  acres.  These  meetings  were 
attended  by  34  representatives  from  Federal,  State,  county,  and 
local  governments,  environmental  groups,  and  industry. 

The  following  month,  two  preliminary  field-level  EIS  tract  selec- 
tion meetings  were  held  with  a  third  and  final  meeting  taking 
place  in  Washington  on  September  12,  1978.  Attending  these  meet- 
ings were  90  representatives  from  Federal,  State,  county,  and  local 
governments  as  well  as  environmental  and  special  interest  groups. 

As  a  result  of  these  environmental  and  EIS  tract  selection  meet- 
ings, combined  with  further  review  by  our  environmental  assess- 
ment staff,  the  2.3  million-acre  consideration  was  reduced  to  1.3 
million  acres. 

For  example,  numerous  nominations  of  high  interest  were  re- 
ceived for  possible  exploration  between  the  Farallon  Island  group 
and  the  mouth  of  San  Francisco  Bay  as  well  as  offshore  Point  Aiio 
Nuevo  and  Trinidad  Head.  The  Farallon  National  Wildlife  Refuge, 
the  Golden  Gate  National  Recreation  area,  established  shipping 
precautionary  zones,  areas  of  special  biological  significance,  and 
recreation  were  all  factors  leading  to  the  deletion  of  22  tracts  in 
these  areas. 

Since  the  EIS  tract  selection  last  September,  our  Environmental 
Assessment  Division  personnel  conducted  a  series  of  six  EIS  scop- 
ing meetings  in  central  and  northern  California.  These  meetings 
were  open  to  all  interested  parties.  At  each  meeting  presentations 
were  made  as  to  EIS  structure,  format,  timing,  supporting  studies, 
and  computer  models  to  be  used.  Additionally,  an  open  invitation 
was  given  for  participation  in  development  of  the  draft  EIS.  All 
meetings  proved  to  be  useful  for  input  and  establishing  contacts. 
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In  this  particular  series  of  meetings  alone,  letters  of  invitation 
were  sent  out  to  every  coastal  county  planning  department,  region- 
al coastal  commission,  numerous  environmental  groups  and  indus- 
try. At  the  time  of  invitation  distribution,  news  releases  stating  the 
time,  date,  location,  and  nature  of  the  meeting  were  mailed  to  160 
media  outlets  in  the  11  coastal  counties,  plus  the  usual  Federal 
Register  notice. 

Following  this  series  of  meetings  with  attendance  of  312,  our 
Environmental  Assessment  Division  mailed  out  letters  to  all  who 
signed  in  at  the  meetings  requesting  the  recipient  to  check  the 
attached  areas  of  the  EIS  subject  matter  with  which  he  desired  to 
be  involved.  To  date,  approximately  60  have  responded. 

In  summary,  with  respect  to  public  involvement  and  participa- 
tion, these  aforementioned  26  meetings  were  attended  by  approxi- 
mately 600  individuals  representing  Federal,  State,  county,  and 
local  governments,  industry,  and  other  special  interest  and  envi- 
ronmental groups.  These  meetings  ranged  from  Eureka  to  Los  An- 
geles, and  included  Fort  Bragg,  Mendocino,  Ukiah,  Santa  Rosa,  San 
Francisco,  Burlingame,  Redwood  City,  Santa  Cruz,  Morro  Bay,  and 
San  Luis  Obispo. 

Another  area  of  expressed  concern  has  been  the  scheduled  tim- 
ing of  the  draft  EIS  development  with  completion  dates  of  support- 
ing studies.  Before  addressing  this  area,  I  believe  a  clarification  of 
the  BLM  studies  program  and  its  purpose  will  enhance  the  under- 
standing of  the  relationship  of  the  studies  program  to  the  draft 
EIS. 

A  nationwide  OCS  environmental  studies  program  was  initiated 
by  BLM  in  1974  to  provide  additional  environmental  information 
and  analysis  on  marine  and  coastal  ecosystems,  beyond  the  require- 
ments of  the  National  Environmental  Policy  Act  of  1969.  In  1978 
the  Department  developed  a  study  design  for  resource  management 
decisions  that  redirected  the  thrust  of  the  program  from  a  primar- 
ily "benchmark"  and  "baseline"  data  oriented  program  to  one  that 
links  the  information  needs  of  the  decisionmaker  to  the  environ- 
mental studies  to  be  conducted. 

In  addition,  for  studies  to  be  most  effective,  they  should  be  tar- 
geted for  more  than  one  specific  decision  if  at  all  possible. 

So  the  BLM  studies  program  design  does  not  just  serve  a  particu- 
lar EIS  effort,  but  rather  long-term  and  near-term  needs;  such  as 
future  OCS  planning  schedules  and  the  intergovernmental  plan- 
ning process  as  well  as  individual  EIS  endeavors. 

In  November  of  1976  BLM  contacted  21  organizations  and  nu- 
merous universities  for  liaison  and  coordination  purposes  in  the 
formulation  of  a  5-year  environmental  studies  plan. 

Since  that  time,  there  have  been  six  coordination  meetings  on 
studies  plans  as  well  as  numerous  distributions  of  the  same  for 
review  and  critique  by  approximately  200  Federal,  State,  county, 
and  local  governments,  as  well  as  environmental  groups. 

Presently  there  are  eight  studies  on  the  schedule  that  are  either 
underway  or  to  be  awarded  shortly.  The  concern  has  been  ex- 
pressed, many  times  that  these  studies  will  not  be  completed  in 
time  for  their  results  to  be  incorporated  in  the  draft  EIS. 

It  is  important  to  note  at  this  point  that  the  nature  of  certain 
studies  dictates  long  research  and  evaluation  periods.   However, 
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this  by  no  means  renders  them  useless  in  regard  to  immediate  EIS 
development,  even  without  study  completion.  For  example,  infor- 
mation received  from  an  ongoing  contractual  study  with  the  Uni- 
versity of  California  at  Santa  Cruz,  concerning  seabirds  and  marine 
mammals  offshore  southern  California,  was  the  main  impetus  be- 
hind certain  tract  deletions  south  of  San  Miguel  Island  for  OCS  No. 

35. 

The  point  is  that  while  studies  are  being  conducted,  data  is 
submitted  as  it  is  acquired  for  use  and  inclusion  in  the  EIS,  while 
it  is  being  developed. 

Data  provided  through  environmental  studies  are  utilized 
throughout  the  leasing  and  developmental  process,  not  just  when 
the  study  is  finally  complete.  As  the  sale  No.  53  EIS  is  formulated, 
data  from  our  own  unit  resource  analysis,  from  completed  studies 
if  applicable,  and  from  currently  ongoing  studies  will  all  be  used. 

There  is  a  list  of  several  studies  ongoing.  I  won't  go  into  those. 
You  can  ask  questions,  if  you  have  any,  about  those  contracts. 

An  area  not  covered  by  BLM's  study  efforts  is  that  pertaining  to 
shipping  and  navigation  conflicts.  This  particular  area  of  concern 
will  be  undertaken  in  studies  to  be  performed  by  the  U.S.  Coast 
Guard  as  mandated  by  the  Port  and  Tanker  Safety  Act  of  1978. 
The  main  emphasis  of  these  studies,  already  underway,  will  be  to 
assess  potential  conflicts  of  shipping  navigation  with  other  uses 
and  the  recommendation  and  creation  of  traffic  separation  schemes 
minimizing  potential  multiple-use  conflicts. 

One  other  area  of  concern  not  only  to  California,  but  to  all  22 
coastal  States  is  potential  use  conflict  with  sport  and  commercial 
fishing.  A  generic  study  is  being  performed  by  the  BLM  New  York 
OCS  Office  that  will  assess  losses  to  commercial  and  sport  fishing 
due  to  placement  of  pipelines,  platforms,  and  associated  OCS  facili- 
ties. This  contract  will  be  awarded  at  the  end  of  next  month  with 
interim  reports  available  to  BLM  in  March  and  October  1980  and  a 
final  report  in  December  1980. 

It  should  be  noted  that  in  addition  to  these  studies,  our  office,  in 
conjunction  with  USGS  in  Reston,  Va.,  will  be  modeling  an  oil  spill 
trajectory  model  for  the  EIS  area  tracts.  Additionally,  a  Curtis- 
Harris  Economic  Model  will  also  be  used,  analyzing  the  effects  of 
potential  OCS  resource  development  on  the  regional  as  well  as 
county  basis. 

In  summary,  for  the  Pacific  OCS  area,  there  are  a  total  of  12 
studies  which  we  are  either  directly  funding  through  BLM  or  have 
a  memorandum  of  understanding  to  provide  data  for  the  impact 
analysis. 

Mr.  Chairman  and  committee  members,  I  have  attempted  to 
highlight  those  areas  of  interest  and  concern  and  I  thank  you  for 
this  opportunity.  I  will  be  happy  to  answer  any  questions  you  may 
have  at  this  time  on  any  aspect  of  the  environrnental  assessment 
process,  studies  program,  or  any  other  related  subject. 

[The  statement  follows:] 

Statement  of  William  E.  Grant,  Manager,  Pacific  OCS  Office,  Bureau  of 

Land  Management 

Mr.  Chairman  and  committee  members,  it  is  a  pleasure  to  be  here  this  morning  to 
address  your  concerns  regarding  the  OCS  mineral  leasing  process  to  date  as  it 
relates  to  proposed  OCS  Lease  Sale  No.  53,  offshore  central  and  northern  California. 
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I  am  Bill  Grant,  Manager  of  the  Pacific  Outer-Continental  Shelf  Office,  Bureau  of 
Land  Management,  Department  of  the  Interior,  located  in  Los  Angeles,  California. 
Our  office  function  is  the  management  of  mineral  resources  on  the  Federal  Outer 
Continental  Shelf  as  delegated  by  the  Secretary  of  the  Interior  and  mandated  by  the 
Submerged  Lands  Act,  the  OCS  Lands  Act  of  1953,  and  subsequent  amendments.  My 
remarks  this  morning  will  only  highlight  those  portions  of  the  leasing  process 
indicated  in  the  Committee's  letter  to  Secretary  Andrus  of  August  8,  1979,  specifi- 
cally: (1)  opportunity  for  public  involvement,  (2)  the  time  schedule  for  EIS  develop- 
ment as  it  relates  to  supporting  environmental  studies  and  contracts,  and  (3)  how 
the  EIS  process  will  address  air  quality  standards — both  State  and  Federal,  poten- 
tial shipping  and  navigation  hazards,  potential  multiple-use  conflicts  such  as  fish- 
ing, and  environmental  mandates. 

Before  I  begin  the  substance  of  my  remarks,  I  believe  a  brief  history  of  proposed 
OCS  Lease  Sale  No.  53  will  orient  the  committee  to  the  chronology  of  events  that 
will  be  mentioned  later. 

Proposed  Lease  Sale  No.  53  first  appeared  on  the  Leasing  Schedule  in  June  1975 
with  a  tentative  sale  date  of  April,  1978.  At  that  time  the  general  area  in  which 
tracts  would  have  been  considered  included  offshore  California,  Oregon,  and  Wash- 
ington. A  year  and  a  half  later  in  January,  1977,  the  Department  of  Interior  issued 
a  new  leasing  schedule  reflecting  a  lease  sale  date  change  for  OCS  No.  53  to 
October,  1978,  but  still  incorporating  the  "General  Pacific"  as  the  description  of  the 
area  to  be  considered.  In  August,  1977,  the  Department  issued  a  final  schedule 
including  OCS  No.  53,  but  with  a  revised  call  area  including  only  central  and 
northern  California  with  a  new  tentative  sale  date  of  February,  1981. 

With  the  passage  of  the  OCS  Lands  Act  Amendments  of  1978,  the  Secretary  was 
mandated  to  formulate  another  new  and  revised  proposed  OCS  leasing  schedule 
nationwide,  which,  as  you  know,  was  submitted  in  draft  form  to  the  Congress  last 
June.  This  draft  schedule  again  includes  OCS  No.  53,  but  with  a  new  tentative  sale 
date  of  May,  1981. 

The  purpose  of  reviewing  the  OCS  No.  53  scheduling  history  is  to  illustrate  that 
although  planning  and  programming  have  been  difficult  due  to  various  schedule 
changes,  nonetheless  data  gathering.  State  and  Federal  coordination,  and  public 
involvement  commenced  more  than  four  years  ago. 

Since  February,  1974,  with  the  development  of  a  Five  Year  OCS  Lease  Planning 
Schedule,  my  office  has  held  numerous  meetings  to  gather  data,  seek  suggestions 
and  facilitate  coordination.  These  meetings  included  such  subjects  as  recommenda- 
tions for  the  BLM  Studies  program,  explanation  of  the  program,  and  the  leasing 
process. 

In  addition,  office  personnel  participated  in  13  Workshops  sponsored  by  the  Uni- 
versity of  Southern  California  Sea  Grant  Program,  9  of  which  were  directly  related 
to  OCS  No.  53.  These  workshops  were  held  in  Monterey,  Morro  Bay,  Ukiah,  Eureka, 
Crescent  City,  Redwood  City,  Santa  Cruz,  San  Francisco,  and  Santa  Rosa.  The 
purpose  of  these  workshops  was  primarily  to  better  enable  County  Planning  Staffs, 
environmental  groups,  and  interested  citizens  to  repond  to  the  "Call  for  Nomina- 
tions and  Comments"  at  that  time. 

In  July,  1978,  with  the  close  of  the  "Call  for  Nominations  and  Comments",  a  3  day 
series  of  Environmental  Briefings  were  conducted  in  Los  Angeles  to  show  interested 
parties  the  various  ecological  and  environmental  resource  categories  that  the  Pacific 
OCS  Office  considers  and  evaluates  in  the  EIS  tract  selection  process.  At  the  time  of 
the  briefings,  our  office  presented  2.3  million  acres  of  expressed  "high  interest" 
nominations  for  possible  consideration  from  a  total  nominated  area  of  8.4  million 
acres.  These  meetings  were  attended  by  34  representatives  from  Federal,  State, 
County  and  local  governments,  enviromental  groups  and  industry. 

The  following  month,  2  preliminary  field  level  EIS  Tract  Selection  meetings  were 
held  with  a  3rd  and  final  meeting  taking  place  in  Washington  on  September  12, 
1978.  Attending  these  meetings  were  90  representatives  from  Federal,  State,  County 
and  local  governments  as  well  as  environmental  and  special  interest  groups. 

As  a  result  of  these  environmental  and  EIS  Tract  Selection  meetings,  combined 
with  further  review  by  our  environmental  assessment  staff,  the  2.3  million  acre 
consideration  was  reduced  to  1.3  million  acres. 

For  example,  numerous  nominations  of  "high"  interest  were  received  for  possible 
exploration  between  the  Farallon  Island  group  and  the  mouth  of  San  Francisco  Bay 
as  well  as  offshore  Pt.  Ano  Neuvo  and  Trinidad  Head.  The  Farallon  National 
Wildlife  Refuge,  the  Golden  Gate  National  Recreation  area,  established  shipping 
Precautionary  Zones,  Areas  of  Special  Biological  Significance,  and  recreation  were 
all  factors  leading  to  the  deletion  of  22  tracts  in  these  areas. 
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Since  the  EIS  tract  selection  last  September,  our  Environmental  Assessment 
Division  personnel  conducted  a  series  of  6  EIS  scoping  meetings  in  central  and 
northern  California.  These  meetings  were  open  to  all  interested  parties.  At  each 
meeting  presentations  were  made  as  to  EIS  structure,  format,  timing,  supportmg 
studies,  and  computer  models  to  be  used.  Additionally,  an  open  invitation  was  given 
for  participation  in  development  of  the  Draft  EIS.  All  meetings  proved  to  be  useful 
for  input  and  establishing  contacts. 

In  this  particular  series  of  meetings  alone,  invitational  letters  were  sent  out  to 
every  coastal  county  planning  department,  regional  coastal  commission,  numerous 
environmental  groups  and  industry.  At  the  time  of  invitation  distribution,  news 
releases  stating  time,  date,  location,  and  nature  of  the  meeting  were  mailed  to  160 
media  outlets  in  the  11  coastal  counties,  plus  the  usual  Federal  Register  notice. 
Following  this  series  of  meetings  with  attendance  of  312,  our  environmental 
assessment  division  mailed  out  letters  to  all  who  signed  in  at  the  meetings  request- 
ing the  recipient  to  check  the  attached  areas  of  the  EIS  subject  matter  with  which 
he  desired  to  be  involved.  To  date,  approximately  60  have  responded. 

In  summary,  with  respect  to  public  involvement  and  participation,  these  afore- 
mentioned 26  meetings  were  attended  by  approximately  600  individuals  represent- 
ing Federal,  State,  County  and  local  governments,  industry,  and  other  special  inter- 
est and  environmental  groups.  These  meetings  ranged  from  Eureka  to  Los  Angeles, 
and  included  Ft.  Bragg,  Mendocino,  Ukiah,  Santa  Rosa,  San  Francisco,  Burlingame, 
Redwood  City,  Santa  Cruz,  Morro  Bay,  and  San  Luis  Obispo. 

Another  area  of  expressed  concern  has  been  the  scheduled  timing  of  the  Draft  EIS 
development  with  completion  dates  of  supporting  studies.  Before  addressing  this 
area,  I  believe  a  clarification  of  the  BLM  Studies  Program  and  its  purpose  will 
enhance  the  understanding  of  the  relationship  of  the  studies  program  to  the  Draft 
FIS 

A  Nationwide  OCS  Environmental  Studies  Program  was  initiated  by  BLM  in  1974 
to  provide  additional  environmental  information  and  analysis  on  marine  and  coastal 
ecosystems,  beyond  the  requirements  of  the  National  Environmental  Policy  Act  of 
1969.  In  1978,  the  Department  developed  a  Study  Design  for  Resource  Management 
Decisions  that  re-directed  the  thrust  of  the  Program  from  a  primarily  'benchmark' 
and  'baseline'  data  oriented  program  to  one  that  links  the  information  needs  of  the 
decisionmaker  to  the  environmental  studies  to  be  conducted. 

In  addition,  for  studies  to  be  most  effective,  they  should  be  targeted  for  more  than 
one  specific  decision  if  at  all  possible. 

So  the  BLM  Studies  Program  design  does  not  just  serve  a  particular  EIS  effort, 
but  rather  long  term  and  near  term  needs;  such  as  future  OCS  Planning  Schedules 
and  the  Intergovernmental  Planning  Process  as  well  as  individual  EIS  endeavors. 
In  November  of  1976  BLM  contacted  21  organizations  and  numerous  universities 
for  liaison  and  coordination  purposes  in  the  formulation  of  a  5  year  environmental 
studies  plan. 

Since  that  time,  there  have  been  6  coordination  meetings  on  Studies  Plans  as  well 
as  numberous  distributions  of  the  same  for  review  and  critique  by  approximately 
200  Federal,  State,  County  and  local  governments,  as  well  as  environmental  groups. 
Presently,  there  are  eight  studies  on  the  schedule  that  are  either  underway  or  to 
be  awarded  shortly.  The  concern  has  been  expressed,  many  times,  that  these  studies 
will  not  be  completed  in  time  for  their  results  to  be  incorporated  in  the  Draft  EIS.  It 
is  true  that  some  of  the  awarded  contract  studies  will  not  deliver  a  final  report  until 
after  the  completion  of  the  EIS. 

It  is  important  to  note  at  this  point,  that  the  nature  of  certain  studies  dictates 
long  research  and  evaluation  periods.  However,  this  by  no  means  renders  them 
useless  in  regard  to  immediate  EIS  development,  even  without  study  completion. 
For  example,  information  received  from  an  on-going  contractual  study  with  the 
University  of  California  at  Santa  Cruz,  concerning  seabirds  and  marine  mammals 
offshore  Southern  California,  was  the  main  impetus  behind  certain  tract  deletions 
south  of  San  Miguel  Island  for  OCS  No.  35. 

The  point  is,  that  while  studies  are  being  conducted,  data  is  submitted  as  it  is 
acquired  for  use  and  inclusion  in  the  EIS,  while  it  is  being  developed. 

Data  provided  through  environmental  studies  are  utilized  throughout  the  leasing 
and  developmental  process,  not  just  when  the  study  is  finally  complete.  As  the  sale 
No.  53  DEIS  is  formulated,  data  from  our  own  unit  resource  analysis,  from  complet- 
ed studies  if  applicable,  and  from  currently  on-going  studies  will  all  be  used. 

According  to  the  present  schedule,  seven  of  the  eight  studies  will  be  completed  in 
time  for  results  to  be  included  in  the  Final  EIS.  They  are: 
1.  Geologic  Hazards  Study  in  Northern  California 
By:  uses 
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Area:  Cape  Mendocino  to  Coos  Bay,  Oregon  (Eel  River  Basin) 
Final  Report:  September,  1979 

2.  Geologic  Hazards  Assessment  for  Proposed  Leased  Area  of  Sale  No.  53;  Central 
and  Northern  California 

By:  USGS 

Area:  Santa  Maria  Basin/Santa  Cruz  Basin/Bodega  Basin/Pt.  Arena  Basin 

Preliminary  Report:  December,  1979  Final  Report:  August,  1980 

3.  Climatology  and  Oceanographic  Analysis  of  the  California  Pacific  Outer  Conti- 
nental Shelf 

By:  NOAA 

Area:  California  Coast 

Final  Report:  January,  1980 

4.  Land  Use  and  Economic  Impacts  in  the  Bay  Area  Region 
By:  Association  of  Bay  Area  Governments  (ABAG) 

Area:  Bay  area  counties — (9) — Marin  to  San  Mateo 
Final  Report:  January,  1980 

5.  Ecological  Characterization  of  the  Central  and  Northern  California  Coastal 
Region 

By:  U.S.  Fish  and  Wildlife  Service 

Area:  Offshore  and  Coastal  Central  and  Northern  California 

Preliminary  Report:  January,  1980.  Final  Report:  September,  1980 

6.  Sale  No.  53  Air  Quality  Study 
By:  (To  be  awarded) 

Area:  Pt.  Conception  to  California-Oregon  border 

Draft  Results:  November,  1979.  Final  Report:  March,  1980 

7.  Seabird  Nesting  and  Seasonal  Use  Survey  for  the  Central  and  Northern  Califor- 
nia Coastal  Region 

By:  U.S.  Fish  and  Wildlife  Service 

Area:  Pt.  Conception  to  California-Oregon  border 

Final  Report:  February,  1980  ("nesting"  survey).  July,  1980  ("seasonal  use"  report) 

The  remaining  study  entitled: 

8.  Central  and  Northern  California  Marine  Mammal  and  Seabird  Survey 
Will  be  awarded  next  month  and  will  span  approximately  20  months. 

Here  we  have  a  case  where  data  will  be  received  by  our  office,  as  it  is  developed 
by  the  contractor,  to  be  incorporated  in  the  final  EIS. 

An  area  not  covered  by  BLM's  studies  efforts  is  that  pertaining  to  shipping  and 
navigation  conflicts.  This  particular  area  of  concern  will  be  undertaken  in  studies  to 
be  performed  by  the  U.S.  Coast  Guard  as  mandated  by  the  Port  and  Tanker  Safety 
Act  of  1978.  The  main  emphasis  of  these  studies,  already  underway,  will  be  to  assess 
potential  conflicts  of  shipping  navigation  with  other  uses  and  the  recommendation 
and  creation  of  traffic  separation  schemes  minimizing  potential  multiple  use  con- 
flicts. 

One  other  area  of  concern  not  only  to  California,  but  to  all  22  coastal  states  is 
potential  use  conflict  with  sport  and  commercial  fishing.  A  generic  study  is  being 
performed  by  the  New  York  OCS  Office  that  will  assess  losses  to  commercial  and 
sport  fishing  due  to  placement  of  pipelines,  platforms,  and  associated  OCS  facilities. 
This  contract  will  be  awarded  at  the  end  of  next  month  with  interim  reports 
available  to  BLM  in  March  and  October,   1980  with  a  final  in  December,   1980. 

It  should  be  noted  that  in  addition  to  these  studies,  our  office,  in  conjunction  with 
USGS  in  Reston,  Virginia,  will  be  modeling  an  oil  spill  trajectory  model  for  the  EIS 
area  tracts.  Additionally,  a  Curtis-Harris  Economic  Impact  model  will  also  be  used, 
analyzing  the  effects  of  potential  OCS  resource  development  on  the  Regional  as  well 
as  County  basis. 

Mr.  Chairman  and  Committee  member,  I  have  attempted  to  highlight  those  areas 
of  interest  and  concern  and  I  thank  you  for  this  opportunity.  I  will  be  happy  to 
answer  any  questions  you  may  have  at  this  time  on  any  aspect  of  the  Environmen- 
tal Assessment  Process,  Studies  Program  or  any  other  related  subject. 

The  Chairman.  Thank  you,  Mr.  Grant. 

Our  next  witness  is  Mr.  Paul  de  Falco,  Jr.,  Regional  Director  of 
the  Environmental  Protection  Agency. 

STATEMENT  OF  PAUL  DE  FALCO,  JR.,  REGIONAL  DIRECTOR, 
ENVIRONMENTAL  PROTECTION  AGENCY 

Mr.  DE  Falco.  Thank  you,  Mr.  Chairman.  I  am  Paul  de  Falco,  Jr. 
I  am  Regional  Administrator  of  Region  IX  of  the  U.S.  Environmen- 
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tal  Protection  Agency.  On  behalf  of  EPA,  I  would  like  to  thank  the 
committee  and  express  our  appreciation  for  the  opportunity  to 
discuss  EPA's  jurisdiction  with  respect  to  the  Outer  Continental 
Shelf  leasing  program. 

We  have  a  number  of  statutory  responsiblities.  Under  the  Clean 
Water  Act,  section  402  establishes  the  National  Pollutant  Dis- 
charge Elimination  System  (NPDES).  EPA  issues  NPDES  permits 
for  activities  discharging  into  navigable  waters,  including  the  oper- 
ation of  stratigraphic  and  exploratory  drilling,  and  discharges  from 
OCS  platforms. 

The  NPDES  permit  program  has  been  delegated  to  the  State  of 
California.  However,  EPA  still  issues  permits  in  coastal  waters 
outside  the  3-mile  State  jurisdiction. 

Under  section  404  of  the  Clean  Water  Act,  if  OCS  activity  in- 
volves construction  of  marine  terminals,  pipeline  landings,  or  other 
activities  impacting  navigable  waters,  then  a  permit  issued  by  the 
Corps  of  Engineers  may  be  required  for  dredge  and  fill  activities. 
EPA  reviews  and  comments  on  the  COE  permit  and  has  the  au- 
thority under  section  404(c)  to  prohibit  the  specification  of  a  dispos- 
al site  for  dredge  or  fill  material. 

Under  section  311  of  the  Clean  Water  Act,  EPA's  role  in  oil-spill 
planning  and  response  in  areas  involving  coastal  waters  of  the 
United  States  is  to  support  and  assist  the  U.S.  Coast  Guard 
through  our  participation  on  the  Regional  Response  Team  (RRT). 
In  the  event  of  a  major  spill,  EPA  resources  are  made  available  to 
the  U.S.  Coast  Guard,  upon  request,  for  the  purpose  of  abatement 
and  cleanup  of  the  spill. 

The  Marine  Protection,  Research,  and  Sanctuaries  Act,  under 
section  102,  establishes  a  permit  for  the  removal  of  discharges  from 
an  OCS  platform.  This  permit  regulates  the  transport  of  materials 
from  the  OCS  platform  to  an  approved  disposal  site. 

The  Clean  Air  Act  of  1977  and  its  amendments  established  a 
series  of  requirements.  Currently,  EPA  issues  New  Source  Review 
permits  and  Prevention  of  Significant  Deterioration  permits  for 
OCS-related  activities.  However,  the  status  of  the  program  is  in 
question  due  to  the  recent  opinion  of  the  Ninth  Circuit  Court  of 
Appeals  in  Exxon  v.  EPA.  The  court  held  that  EPA  authority  over 
OCS  air  quality  control  would  be  inconsistent  with  that  of  the 
Secretary  (DOI),  and  might  impair  the  Secretary's  authority.  The 
significance  of  the  court's  opinion  is  unclear  because  the  OCS 
Lands  Act  gives  the  Secretary  authority  to  insure  compliance  with 
national  ambient  air  quality  standards. 

It  does  not  address  the  Prevention  of  Significant  Deterioration. 
DOI  is  currently  finalizing  their  regulations  promulgated  pursuant 
to  the  OCS  Lands  Act  to  insure  compliance  with  the  national 
ambient  air  quality  standards.  They  are  expected  to  be  finalized  in 
October  1979  and  do  include  Prevention  of  Significant  Deteriora- 
tion, although  Interior  admits  there  is  some  question  as  to  their 
authority  with  respect  to  Prevention  of  Signficant  Deterioration. 
EPA  is  coordinating  with  DOI  to  insure  compliance  with  national 
ambient  air  quality  standards. 

Under  section  309(a)  of  the  Clean  Air  Act,  EPA  also  reviews  and 
comments  on  all  major  Federal  actions  significantly  affecting  the 
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quality  of  the  human  environment  and  is  intimately  involved  with 
BLM  in  the  development  of  the  environmental  impact  statement. 

That  sums  up  my  statement. 

The  Chairman.  Thank  you,  Mr.  De  Falco. 

Mr.  Hughes? 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

I  wonder  if  the  Geological  Survey  can  tell  us  what  is  the  resource 
potential  off  the  California  coast,  the  minimum,  the  maximum,  and 
the  most  probable;  that  is  the  three  categories. 

Mr.  Ballentyne.  All  right. 

I  presume  you  want  the  latest  estimate  that  we  have. 

Mr.  Hughes.  The  latest  one,  yes. 

Mr.  Ballentyne.  As  far  as  oil  in  billions  of  barrels,  we  have  a 
conditional  probability  of  95  percent,  which  would  be  the  mini- 
mum. In  other  words,  that  is  200  million  barrels.  The  5-percent 
conditional  probability  for  oil  is  1.312  billion  barrels.  That  would  be 
the  maximum  figure.  The  statistical  mean  is  0.681  billion  barrels  of 

oil. 
We  also  have  another  figure  that  is  called  a  risked  mean,  which 

is  0.548  billion  barrels  of  oil. 

Mr.  Hughes.  What  does  that  mean? 

Mr.  Lewis.  Why  don't  you  start  out  with  English  in  the  begin- 
ning so  we  can  all  understand  it. 

Mr.  Hughes.  In  other  words,  it  most  probably  is  681  million 
barrels  of  oil. 

Mr.  Ballentyne.  That  is  the  mean.  I  would  say  it  would  most 
probably  lie  between  681  million  barrels  of  oil  and  548  million 
barrels  of  oil,  somewhere  in  there. 

Mr.  Hughes.  When  was  that  updated? 

Mr.  Ballentyne.  This  was  updated  as  of  about  last  February. 

Mr.  Hughes.  And  was  that  as  a  result  of  some  additional  seismic 
and  geophysical  testing? 

Mr.  Ballentyne.  That  was  a  result  of  the  seismic  information 
that  was  available  to  us  from  the  period  from  February  to  Septem- 
ber of  last  year.  We  have  since  acquired  additional  seismic  informa- 
tion in  the  area,  in  the  sale  53  area. 

However,  our  staff  has  been  involved  in  sale  48  and  has  not  been 
able  to  get  back  to  sale  53.  We  will  update  all  of  this  information 
prior  to  the  final  environmental  statement,  and  certainly  before 
the  Secretarial  issue  document. 

Mr.  Hughes.  All  right.  Now,  I  would  like  to  direct  your  attention 
just  to  lease  sale  53.  What  is  the  most  probable  resource  potential 
in  the  tracts  nominated  by  lease  sale  No.  53? 

Mr.  Ballentyne.  Those  that  were  nominated?  As  far  as  the 
nominated  area  itself  is  concerned,  the  most  probable  figure  was 
645  million  barrels  of  oil,  and  845  trillion  cubic  feet  of  gas. 

Mr.  Hughes.  As  I  understand  some  of  the  material  that  has  been 
furnished,  the  highest  potential  is  in  the  Santa  Maria  area. 

Mr.  Ballentyne.  Yes,  sir. 

Mr.  Hughes.  In  fact,  it  looks  like  it  might  be  as  much  as  75 
percent  of  the  potential  is  in  the  Santa  Maria  area. 

Mr.  Ballentyne.  I  have  not  calculated  that,  but  it  sounds  rea- 
sonable, yes,  sir. 
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Mr.  Hughes.  If  we  consume  oil  at  the  rate  of  about  18  million 
barrels  a  day,  we  are  talking  about  40  day's  supply  of  oil  as  the 
potential  off  the  California  coast. 

Mr.  Ballentyne.  That  is  the  most  probable.  Based  on  the  infor- 
mation we  have,  it  could  go  to  the  high  side  as  well  as  to  the  low 
side.  You  understand  that. 

Mr.  Hughes.  I  understand,  but  the  minimum  as  I  understand  it 
ranges  from  somewhere  around  2  days'  supply  up  to  maybe  40 
days'  supply,  as  most  probable,  and  perhaps  as  much  as  90  day's 
supply  as  the  maximum  that  you  estimate.  My  figures  are  based 
upon  consumption  at  the  rate  of  18  million  barrels  a  day  in  this 
country. 

Mr.  Ballentyne.  That  is  correct. 

Mr.  Hughes.  Now,  my  point  is  that  in  some  of  the  areas  that 
have  been  nominated  there  is  very  little  resource  potential,  from 
your  estimates,  when  you  look  at  the  minimum  or  most  probable  or 
the  maximum. 

Mr.  Ballentyne.  That  is  correct. 

Mr.  Hughes.  At  what  point  does  it  become  economically  unfeasi- 
ble to  nominate  in  an  area?  For  instance,  in  the  Eel  River  area 
there  is  little  potential.  I  mean,  you  actually  list  a  minimum  of 
zero,  a  most  probable  of  zero,  and  a  maximum  of  zero. 

There  is  some  natural  gas  potential,  and  that  perhaps  is  the 
reason  that  area  has  been  nominated. 

Mr.  Ballentyne.  That  is  correct.  The  Eel  River  area  has  onshore 
gas  production  that  is  substantial.  We  project  gas  as  the  production 
offshore. 

Mr.  Hughes.  Then  in  the  Point  Arena  area  there  is  a  very 
minimal  resource  potential,  in  both  natural  gas  and  oil.  My  ques- 
tion is  at  what  point  does  it  become  unrealistic  to  actually  enter- 
tain nominations  in  those  areas? 

Given  the  fact  that  some  of  these  areas  are  environmentally 
sensitive,  some  have  other  problems,  such  as  the  navigational  prob- 
lems that  the  Coast  Guard  and  other  witnesses  have  referred  to.  At 
what  point  does  it  just  become  unrealistic  to  entertain  even  nomi- 
nations in  the  area — given  the  fact  that  there  is  minimal  resource 
potential  estimates  according  to  our  seismic  and  geophysical  infor- 
mation? 

Mr.  Ballentyne.  The  nominations  are  submitted  by  industry. 
We  review  those  nominations  along  with  BLM.  It  is  our  function  to 
determine  or  estimate  the  resource  potential,  both  from  a  mini- 
mum and  a  maximum  case. 

In  this  particular  case  here.  Point  Arena  that  you  are  mention- 
ing, it  is  true  that  the  oil  and  the  gas  potential  are  both  fairly  low, 
but  there  is  a  definite  possibility  that  there  could  be  some  commer- 
cial production  developed  offshore  there. 

Mr.  Hughes.  My  time  is  about  up.  The  second  part  of  my  ques- 
tion is,  if  the  industry  feels  that  the  area  still  has  potential,  even 
though  your  information  indicates  it  is  minimal,  why  would  we 
select  areas,  if  indeed  the  potential  is  minimal  and  the  risk  per- 
haps somewhat  greater  than  what  it  will  yield  by  way  of  resource 
potential? 
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Mr.  Ballentyne.  The  Geological  Survey's  function  is  to  estimate 
the  resources  and  to  get  together  with  BLM,  and  BLM  takes  into 
consideration  the  environmental  concerns. 

Mr.  Hughes.  I  understand,  but  you  are  all  part  of  the  same 
department,  aren't  you? 

The  Chairman.  We  are  going  to  have  industry  witnesses,  as  well 
as  Government  witnesses,  and  6  hours  of  hearings  starting  at  10.  I 
think  we  will  develop  that  question  with  industry  as  well  as  with 
Government. 

Mr.  Hughes.  I  understand,  but  I  am  trying  to  find  out  the 
rationale  from  the  standpoint  of  the  Department  of  the  Interior. 

I  thank  you,  Mr.  Chairman.  I  have  no  further  questions. 

The  Chairman.  Mr.  Lewis? 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

I  would  like  to  explore  that  question  further  later  as  well.  Some- 
where in  the  mix  of  all  that  is  whether  industry  will  bid  or  not  bid 
and  I  think  it  is  economically  feasible  to  explore. 

But  preceding  our  hours  of  hearings,  I  would  just  like  to  mention 
that  I  have  just  returned  from  several  days  in  Israel,  where  the 
emphasis  is  considerably  different  from  here,  where  energy  produc- 
tion is  virtually  the  question  of  their  survival. 

The  attitudes  there  are  considerably  different  than  I  sense  here. 
I  just  wonder  what  our  view  would  be  if  we  were  in  a  different 
kind  of  position. 

I  also  kind  of  wonder  what  would  happen  if  we  looked  at  all  of 
our  agencies  involved  in  this  whole  area  of  control  and  direction 
and  evaluation.  I  wonder  what  would  happen  if  we  added  the  cost 
per  employee  to  the  barrel  of  oil,  what  our  actual  cost  of  produc- 
tion would  be. 

I  note  with  interest  for  the  chairman's  purpose  that  we  have  two 
witnesses  who  did  not  produce  testimony  for  the  committee.  I  know 
that  there  are  only  55,000  or  75,000  employees  in  those  depart- 
ments involved.  It  would  be  very  helpful  to  our  staff  at  least  if  they 
had  testimony  before  we  came  to  a  meeting. 

Thank  you. 

The  Chairman.  Mr.  George  Miller? 

Mr.  Miller.  Mr.  Chairman,  I  would  just  like  to  ask  Mr.  de  Falco 
a  question;  that  is,  under  the  current  law  we  have  a  situation 
where  we  allow  for  an  exploratory  plan  and  phase  to  continue,  and 
then  after  it  is  determined  by  the  company  that  it  is  feasible  to  go 
ahead  into  the  actual  production,  they  then  have  to  draw  a  produc- 
tion plan. 

My  concern  is  whether  or  not  section  307  of  the  Clean  Water  Act 
allows  you  to  comment  and  to  participate  in  defining  whether  or 
not  as  part  of  that  production  plan  there  would  also  be  the  capabil- 
ity to  deal  with  a  spill  or  some  other  accident  at  that  site,  whether 
or  not  you  would  coordinate  that  with  the  Coast  Guard,  who  I 
would  assume  would  have  some  primary  jurisdiction  in  terms  of 
commenting  and  formulating  the  plan  with  the  Department  of  the 
Interior,  or  accepting  it. 

Mr.  DE  Falco.  As  you  say,  the  primary  responsibility  would  be 
with  the  Coast  Guard  under  section  307.  We  would  be  consulting 
with  the  Coast  Guard.  The  key  to  the  process  would  be  the  environ- 
mental impact  statement,  which  would  set  forth  the  concerns.  They 


515 

should  be  pursued  hopefully  by  the  responsible  department  in 
terms  of  a  license. 

Mr.  Miller.  But  the  environmental  statement  sets  out  concerns 
about  environmental  hazard,  environmental  degradation  that  can 
take  place.  Do  you  have  the  capability  then  to  comment  on  the 
production  plan,  whether  or  not  the  cleanup  capabilities,  the  safety 
capabilities,  will  meet  those  concerns  that  are  outlined  in  the  EIS? 

Mr.  DE  Falco.  We  have  the  capability.  We  don't  always  necessar- 
ily have  the  authority.  But  we  pursue  it  with  the  appropriate 
agency  where  we  can,  in  interagency  arrangements. 

Mr.  Miller.  Thank  you. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Clausen? 

Mr.  Clausen.  I  don't  have  any  questions  for  the  moment. 

The  Chairman.  Mr.  John  Burton? 

Mr.  Burton.  Yes.  You  have  the  ability  and  you  don't  have  the 
authority.  What  do  you  mean  you  have  the  ability?  You  have  the 
technology  and  the  manpower? 

Mr.  DE  Falco.  We  have  the  technical  capabilities,  yes,  sir. 

Mr.  Burton.  But  you  don't  have  the  authority. 

Mr.  DE  Falco.  Once  the  EIS  process  and  the  permitting  processes 
are  completed,  EPA  has  no  role  per  se  in  the  actual  production 

plan. 
Mr.  Burton.  You  said  you  work  out  interagency  agreements. 

Mr.  DE  Falco.  Yes,  sir. 

Mr.  Burton.  Like  what? 

Mr.  DE  Falco.  We  have  regular  interagency  arrangements  with 
various  agencies. 

Mr.  Burton.  To  do  what? 

Mr.  DE  Falco.  To  provide  expertise  to  the  appropriate  agency. 
We  are  working  on  such  an  arrangement  right  now  with  the  De- 
partment of  the  Interior  so  that  our  concerns  may  be  considered  in 
their  licensing  process. 

Mr.  Burton.  You  are  negotiating  an  agreement,  and  you  are 
negotiating  whether  or  not  they  are  going  to  make  an  agreement? 

Mr.  DE  Falco.  We  are  negotiating  an  agreement. 

Mr.  Burton.  Are  there  any  points  of  difference? 

Mr.  DE  Falco.  I  am  not  aware  of  any,  no,  sir. 

Mr.  Burton.  So  then  in  effect  if  you  negotiate  that  agreement  as 
submitted,  you  will  have  some  authority  through  them  to  use  your 
ability  to  be  of  some  use. 

Mr.  DE  Falco.  Yes,  sir,  that  would  be  the  purpose. 

Mr.  Burton.  And  how  would  you  see  your  role? 

Mr.  DE  Falco.  To  provide  to  the  Department  of  the  Interior,  for 
those  areas  of  environmental  concern,  the  appropriate  mechanisms 
we  feel  are  necessary  to  provide  environmental  control. 

Mr.  Burton.  Would  that  include  the  mechanism  of  nonmechan- 
isms?  In  other  words,  if  they  don't  do  any  drilling,  you  are  not 
going  to  have  to  worry  about  environmental  control? 

Mr.  DE  Falco.  Yes,  sir. 

Mr.  Burton.  So  you  can  make  recommendations  that  it  would  be 
environmentally  unsound  to  do  something  in  a  certain  area,  or  you 
could  provide  a  recommendation  that  says  you  can  proceed,  but 
these  are  the  type  of  protections  we  must  have. 
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Mr.  DE  Falco.  Essentially  that  is  correct,  sir. 

Mr.  Burton.  And  essentially,  what  if  they  disagree  with  you?  I 
mean,  does  your  interagency  agreement  just  let  you  call  them  up 
and  give  them  some  advisory  opinion,   or  what  is  your  status? 

Mr.  DE  Falco.  Normally  there  is  some  resolution  mechanism 
where  there  are  differences  of  opinion.  Usually  meetings  with  the 
Secretary  and  the  Administrator,  that  sort  of  arrangement. 

Mr.  Burton.  So  you  can  make  suggestions  and  he  can  say  yes  or 
no? 

Mr.  DE  Falco.  That  is  correct. 

Mr.  Burton.  And  you  have  to  have  an  interagency  agreement 
even  to  say,  "Hey,  you  ought  to  do  this"? 

Mr.  DE  Falco.  Yes,  sir. 

Mr.  Burton.  Do  you  have  any  idea  what  weight  of  authority 
they  would  give  your  recommendations? 

Mr.  DE  Falco.  No,  we  do  not  at  this  point. 

Mr.  Burton.  All  right.  This  is  for  Dr.  Greene. 

How  much  information  do  we  have  on  the  fault  zones  offshore? 
Will  there  be  enough  of  this  type  of  information  where  the  seismic 
safety  provisions  will  be  tied  in  with  the  leasing? 

Mr.  Greene.  In  the  lease  sale  area  there  are  several  major 
faults.  One,  the  San  Andreas  fault,  up  to  the  north.  Along  the  Palo- 
Colorado-San  Gregorio  fault  we  have  fairly  good  data. 

We  are  collecting  data  now  up  north,  where  the  San  Andreas 
comes  offshore.  We  are  just  analyzing  that  data  right  now.  It  is  too 
early  to  say  whether  we  can  come  up  with  significant  data  or  not. 
We  have  the  data.  We  are  working  on  it. 

To  the  south  we  have  not  collected  all  the  data  needed.  We  will 
be  collecting  that  data  in  November  aboard  our  ship.  Also,  we  will 
collect  some  additional  data  on  the  Palo-Colorado  San  Andreas- 
San  Gregorio  zone. 

Mr.  Burton.  What  kind  of  data  do  you  have  on  our  wonderful 
San  Andreas  fault? 

Mr.  Greene.  OK.  We  have  principally  single-channel  seismic 
data.  We  have  no  sediment  samples  or  things  like  that  to  date  the 
offset  of  recent  fractures. 

Mr.  Burton.  Which  means  you  don't  know  what  a  seismic  jolt 
may  or  may  not  do.  We  have  had  about  three  of  them  since  I  have 
been  in  town. 

Mr.  Greene.  There  has  been  a  considerable  amount,  but  there  is 
a  considerable  amount  that  occurs  along  the  Calavaras  Hayward 
fault  zone  to  the  south.  The  answer  to  your  question  more  specifi- 
cally is  that  we  can  determine  this — we  know  the  San  Andreas 
first  of  all  is  active.  We  know  we  have  seismic  events  occurring. 

We  can  see  sea  floor  displacements  that  indicate  to  us  that  there 
is  some  recent  movement.  At  least  the  sea  floor  has  been  displaced 
and  hasn't  been  modified  by  recent  storms  and  what  have  you. 

We  see  some  things  that  appear  in  the  seismic  profiles,  that  we 
identify  as  holocene  materials  that  have  been  offset,  as  very  recent 
material  within  the  last  200,000  years.  We  can  apply  an  active 
mode  to  the  fault  at  that  time. 

But  we  have  not  sampled  across  that  fault  to  confirm  what  we 
have  found.  We  have  not  worked  it  out  in  the  seismology  aspects. 
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motion  studies,  what  happened  up  there.  So,  we  still  have  data  to 
gather  in  that  respect. 

Whether  that  is  significant  or  not  in  what  the  committee  is 
trying  to  get  at,  I  am  not  certain  that  that  is  a  point  here. 

Mr.  Burton.  In  other  words,  whether  or  not  more  data  is  signifi- 
cant, we  already  know  that  it  probably  doesn't  make  much  sense  to 
set  up  a  rig  on  the  San  Andreas  fault,  or  does  it? 

Mr.  Greene.  I  always  want  more  data.  I  always  think  more  data 
is  significant. 

Mr.  Burton.  Would  the  gentleman  yield. 

I  think  I  have  evidence  that  there  have  been  Richter  distur- 
bances up  to  seven,  where  there  are  existing  platforms,  and  there 
has  been  no  disturbance  to  the  platform.  Isn't  that  true? 

Mr.  Greene.  That  is  an  engineering  matter. 

Mr.  Burton.  Anyone  want  to  comment  on  that? 

Mr.  Adams.  I  do  not  recall  an  incident  of  Richter  seven  within 
the  general  area  of  a  platform,  but  on  the  other  hand  we  have 
never  had  any  damage  to  any  platform,  either  State  or  Federal,  as 
a  result  of  any  seismic  activity. 

Now,  we  did  have  the  San  Fernando  earthquake  of  1971,  which  I 
think  was  about  a  6.3,  6.4. 

Mr.  Burton.  Excuse  me.  That  is  the  one  that  disturbed  the 
veterans'  hospital. 

Mr.  Adams.  Yes,  February  1971.  We  had  no  damage  to  wells, 
platforms,  or  anything  else  offshore. 

Mr.  Burton.  We  have  that  evidence  in  our  records.  I  think  the 
Richter  ratings  were  five  to  seven  in  those  incidents,  with  no 
damage  to  pipelines  and  platforms. 

Mr.  Adams.  I  believe  I  recall  that  somewhere  in  the  vicinity 
there  was  one  pipeline  that  was  damaged.  But  upon  investigation  it 
was  found  that  it  was  gas  welded  in  I  think  1920. 

Mr.  Burton.  Mr.  Chairman,  I  don't  even  know  if  this  is  relevant, 
but  I  assume  one  of  the  reasons  that  P.G.  &  E.,  in  its  infinite 
wisdom,  the  first  plant  built  in  our  State— going  to  build  a  power- 
plant  at  Bodega  Bay,  picked  the  greatest  site  to  do  it.  It  was  on  the 
fault.  The  waste  was  going  to  knock  out  the  marine  study  and 
some  other  things. 

Now,  you  can  have  an  earthquake  or  a  shake  along  a  fault  that 
may  not  damage  other  areas  along  the  fault,  but  if  you  had,  say, 
drilling  rigs  close  to  a  fault,  and  it  was  at  that  point  where  the 
severe  tremor  was,  isn't  it  logical  something  is  going  to  happen? 

Mr.  Adams.  Yes,  sir,  it  is  logical  that  something  may  happen. 
However,  the  Richter  magnitude  of  a  fault  movement  is  not  par- 
ticularly used  in  structural  design  of  the  platforms,  rigs,  and  the 
like.  The  acceleration,  the  percentage  of  acceleration  of  gravity  is 
the  figure  actually  used. 

Mr.  Burton.  Should  there  be  a  Field  Act  applied  at  least  to 
forbid  any  rigs  that  are  put  along  the  fault?  Are  you  familiar  with 
that,  sir?  Maybe  you  are  not.  That  is  an  old  California  law  that 
was  on  the  books  for  100  years,  and  they  decided  to  enforce  it,  to 
make  public  buildings  and  schools  earthquake  resistant  to  the  ex- 
tent they  can. 

Mr.  Adams.  Well,  actually  the  acceleration  generated  by  a  seis- 
mic event — first  off,  the  seismic  event  itself  is  usually  a  function  of 
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the  length  of  the  fault.  But  the  acceleration  generated  by  that 
event  falls  off  with  distance. 

Mr.  Burton.  Now,  the  question  I  asked  was — which  is  still  part 
of  the  first  one,  because  I  know  my  time  is  up,  and  I  have  one 
more — assuming  the  awarding  of  leases,  would  it  not  be  proper  for 
someone  to  see  that  the  rigs,  if  they  are  close  to  faults,  would  be  a 
little  bit  different  than  one  that  would  be  set  up,  you  know,  in  the 
Dead  Sea? 

Mr.  Adams.  That  will  be  done  by  Geological  Survey.  We  have 
functioning  a  platform  verification  section. 

Mr.  Burton.  That  will  consider  that. 

Mr.  Adams.  That  looks  at  precisely — part  of  that  question,  yes. 

Mr.  Burton.  Thank  you. 

I  thank  the  chairman  for  indulging  me.  One  last  question. 

The  BLM,  one  of  the  problems  that  I  have  and  the  people  that  I 
represent  have  is  the  fact  that  some  of  your  studies  are  going  to  be 
late  or  at  least  not  timely.  Some  of  the  studies  haven't  been  funded 
yet,  which  means  they  will  be  either  late,  not  timely,  or  not  done. 

I  am  wondering  how  significant  these  studies  are. 

Mr.   Grant.   I  think  you  were  out  when  we  went  over  that. 

Mr.  Burton.  I  was.  That  is  why  I  asked  it  again. 

Mr.  Grant.  We  believe  that  the  information  that  would  be  gen- 
erated from  those  studies  would  be  available  during  the  period  of 
time  that  we  would  need  it.  So  therefore  we  think  under  the 
current  schedule  we  can  meet  the  times  that  are  necessary  to 
develop  the  EIS,  given  the  dates  that  we  propose  to  issue  the 
contract  studies. 

Mr.  Burton.  That  is  for  studies  that  are  not  even  funded,  you 
can  predict  when  they  are  going  to  be  completed. 

Mr.  Grant.  Yes,  sir. 

Mr.  Clausen.  Under  available  funding? 

Mr.  Burton.  No.  Zip.  You  have  unfunded  studies,  don't  you? 
Don't  you  have  five  unfunded  studies? 

Mr.  Grant.  No.  We  have  two  unfunded  studies  that  will  be 
considered  in  1980.  That  depends  on  the  funding  through  Congress. 

Mr.  Burton.  Then  how  can  you  make  a  prediction? 

Mr.  Grant.  I  make  a  prediction  that  if  we  do  get  the  funds  for 
those,  and  we  assume  we  will,  those  will  be  completed. 

Mr.  Burton.  In  other  words,  that  is  based  on  the  assumption. 

Mr.  Grant.  Correct.  We  are  ready  to  go  based  on  existing  fund- 
ing through  fiscal  year  1979  for  all  the  others. 

Mr.  Burton.  Those  studies  will  be  given  to  the  guy  like  this  real 
quick,  so  therefore  he  will  have  the  studies  and  that  will  complete 
it. 

Mr.  Grant.  I  don't  know  what  you  mean. 

Mr.  Burton.  What  I  am  saying  is  you  are  not  going  to  give  really 
a  lot  of  time  for  consideration  of  your  studies  prior  to  the  dates. 
You  are  in  a  horserace  just  to  complete  your  drafts,  I  think. 

Mr.  Grant.  As  I  mentioned  earlier,  it  is  not  necessary  to  have  a 
final  report  because  we  have  ongoing  liaison  with  the  contractor 
and  the  scientific  people  doing  those  studies.  They  are  providing 
data  to  us  all  during  the  time. 

The  Chairman.  We  will  get  to  this  when  we  get  Deputy  Under 
Secretary  Heller  inside. 
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Mr.  McCloskey? 

Mr.  McCloskey.  Thank  you,  Mr.  Chairman. 

I  am  intrigued  that  Commerce  sent  a  lawyer  and  Interior  sent 
engineers.  Is  there  an  attorney  here  representing  the  Interior  De- 
partment? 

Mr.  Adams.  No,  sir. 

Mr.  McCloskey.  You  have  a  legal  dispute  between  your  depart- 
ments as  to  whether  this  lease  sale  might  conflict  with  the  State's 
coastal  management  plan,  don't  you? 

Mr.  Shapiro.  We  in  fact  do  not  have  a  legal  dispute. 

Mr.  McCloskey.  You  agree  with  the  State  but  Interior  disagrees 
with  you. 

Mr.  Shapiro.  We  have  not  taken  a  position  on  the  actual  issue. 
NO  A  A  took  a  position  on  whether  the  principle  of  law  applied.  We 
prevailed  with  the  Justice  Department.  The  law  is  applied  on  a 
case-by-case  basis,  on  each  individual  lease  sale,  to  determine  ef- 
fects on  the  coastal  zone. 

Mr.  McCloskey.  Is  it  your  legal  opinion,  counsel,  that  proposed 
lease  sale  No.  53  conflicts  with  the  State  coastal  zone  plan  that  has 
been  approved  by  the  Department  of  Commerce? 

Mr.  Shapiro.  The  answer  to  that  question,  sir,  is  "No". 

Mr.  McCloskey.  It  does  not. 

Mr.  Shapiro.  But  the  issue  is  not  whether  there  is  a  conflict.  The 
issue  is  whether  or  not  there  is  a  direct  effect  which  would  trigger 
a  responsibility  on  the  part  of  Interior  to  coordinate  with  the  State. 
Interior  maintains  that  threshold  impact  does  not  exist. 

Mr.  McCloskey.  Now,  under  what  section  of  the  coastal  zone  law 
or  the  OCS  Act  requires  you  and  Interior  to  refer  your  legal 
disputes  to  the  Justice  Department  for  settlement? 

Mr.  Shapiro.  I  believe,  sir— I  can  check  on  this— that  a  responsi- 
bility of  the  Attorney  General  at  times  is  to  resolve  legal  disagree- 
ments among  the  agencies  within  the  administration.  I  was  former- 
ly with  the  Interior  Department.  I  recall  during  that  period  we  did 
similar  submissions.  But  I  am  not  quite  certain  of  the  actual  prece- 
dent. 

Mr.  McCloskey.  As  we  have  seen  with  Maritime  policy,  is  the 
Justice  Department  now  the  leading  agency  in  determining  how 
the  OCS  and  coastal  management  jurisdictions  are  determined? 

Mr.  Shapiro.  I  do  not  know  the  answer  to  that,  sir. 

The  Chairman.  I  think  one  of  the  problems  here  is  the  Deputy 
Chief  Counsel  NOAA  was  Chief  Counsel  for  this  committee  when 
we  wrote  the  act. 

Now  the  question  is  will  the  Department  of  the  Interior  as  the 
committee  intended  be  the  lead  agency  so  that  we  can  cut  through 
all  of  the  delays  and  get  the  suits  directly  to  the  court  of  appeals. 
That  is  the  current  legal  question  that  will  have  to  be  resolved. 

Mr.  McCloskey.  Well,  this  is  similar  to  the  Sohio  question, 
where  there  is  a  State  conflict  with  the  Federal  Government,  over 
the  Sohio  pipeline. 

You  mentioned  in  your  earlier  testimony.  Counsel,  that  the  ad- 
ministration was  on  the  verge  of  proposing  tightening  amendments 
to  the  Coastal  Zone  Management  Act. 

Can  you  describe  whether  those  tightening  amendments  will  af- 
fect the  current  provision  that  requires  the  Federal  agency  which 
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proposes  a  program  affecting  a  State's  coastal  zone  must  to  the 
maximum  extent  practicable  conduct  that  activity  in  a  manner 
consistent  with  the  State's  coastal  zone  plan. 

Mr.  Shapiro.  Yes,  sir. 

Mr.  McCloskey.  Is  the  administration  going  to  propose  Federal 
preemption  here? 

Mr.  Shapiro.  No.  I  am  not  certain  as  to  the  answer.  At  the 
moment  I  can  state  the  following.  In  response  to  the  President's 
environmental  message  the  Department  of  Commerce  is  drafting 
proposed  legislation  to  implement  the  President's  initiatives. 

One  possible  provision  which  may  be  submitted  for  interagency 
review  could  be  a  modification  to  all  of  the  present  consistency 
provisions.  There  are  at  present  five  provisions — one  applies  to 
Federal  activities,  one  to  Federal  projects,  one  to  licenses  and  per- 
mits, one  to  OCS  plans,  and  one  to  Federal  assistance. 

This  multiplicity  of  provisions  has  caused  some  complexity  and 
confusion  with  regard  to  operations.  I  think  the  intent  within  the 
Department  of  Commerce  is  to  integrate  these  provisions,  to 
streamline  the  procedure,  but  not  to  affect  the  substantive  basis  of 
those  provisions  which  defers  decisions  to  coastal  States. 

The  answer  then  is  not  to  attempt  to  preempt  State  roles  in 
legitimate  land  and  water  use  decisions. 

Mr.  McCloskey.  But  the  President  has  proposed  an  energy  mech- 
anism to  do  just  that.  When  there  is  a  delay  in  agreement  between 
a  State  and  the  Federal  Government,  the  President  will  have  the 
right  to  resolve  that  delay. 

Is  that  going  to  be  proposed  with  respect  to  this  program? 

Mr.  Shapiro.  I  believe  that  is  a  separate  initiative.  The  Coastal 
Zone  Management  Act  amendments  will  not  speak  to  that  issue. 

Mr.  Grant.  Mr.  Chairman,  could  I  attempt  to  clarify  the  depart- 
ment's position  in  this? 

Mr.  McCloskey.  Which  department? 

Mr.  Grant.  Interior. 

Mr.  McCloskey.  He  is  speaking  for  Commerce.  I  gather  your 
departments  are  not  in  agreement  on  this  point. 

Mr.  Grant.  I  am  not  sure  we  are  in  disagreement. 

Mr.  McCloskey.  Is  there  an  administration  position  on  this 
point? 

Mr.  Grant.  No.  That  is  still  to  be  determined.  That  is  still  in  the 
determination  stage.  The  question  was  given  to  Justice  for  determi- 
nation of  whether  the  prelease  activities  in  sale  48,  not  53,  were 
under  the  consistency  provisions. 

Our  determination  was  that  due  to  the  fact  that  there  were  no 
changes  in  land  or  water  use  in  the  coastal  zone,  no  changes  in 
limitation  of  the  range  of  use  of  the  coastal  zone  or  changes  in 
quality  of  its  coastal  zone  resources  just  by  the  lease  sale  itself, 
that  we  did  not  believe  these  would  directly  affect  the  coastal  zone. 

We  believe  any  intervening  act  such  as  exploration  or  develop-' 
ment  then  would  be  subject  to  the  consistency  provisions. 

The  State  of  California  has  taken  a  position  that  the  prelease 
activities  should  be  under  the  consistency  provision. 

Mr.  McCloskey.  I  am  sure  it  comes  as  a  shock  to  the  chairman 
of  the  committee  who  drafted  this  law,  which  intended  that  Interi- 
or have  jurisdiction  over  one  issue  and  Commerce  to  have  jurisdic- 
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tion  over  another,  that  the  person  who  would  resolve  disputes 
would  be  the  Justice  Department— a  Department  which  this  com- 
mittee has  had  some  acquaintanceship. 

Yet,  you  have  determined  that  your  own  dispute  will  not  be 
referred  to  the  White  House  for  decision,  but  rather  to  the  Justice 
Department. 

Mr.  Grant.  No,  Justice  is  not  going  to  decide  it. 

Mr.  McCloskey.  Aren't  they  holding  a  hearing  on  September  7 
to  decide  this  issue? 

Mr.  Shapiro.  What  I  meant  to  indicate  was  that  the  Commerce 
Department  is  implementing  a  mediation  effort. 

Mr.  McCloskey.  With  Interior?  So  the  conflict  between  the  two 
departments  is  being  referred  to  Justice  to  be  mediated? 

Mr.  Shapiro.  No.  There  is  a  provision  in  the  Coastal  Zone  Man- 
agement Act,  section  307(h),  which  provides  an  opportunity  for  the 
Secretary  to  mediate  disagreements  between  Federal  agencies  and 
States. 

The  disagreement  at  this  point  is  between  the  State  of  California 
and  the  Department  of  the  Interior.  The  Secretary  of  Commerce  in 
cooperation  with  the  Executive  Office  of  the  President  is  providing 
a  mediation  forum  within  which  the  State  and  the  Interior  Depart- 
ment can  attempt  to  reach  agreement  on  this  issue. 

Mr.  McCloskey.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Royer? 

Mr.  Royer.  Just  one  question. 

Mr.  Shapiro,  I  think  you  mentioned  the  involvement  of  some  68 
claims.  I  thought  I  heard  your  testimony  that  it  referred  to  com- 
mercial fishing,  a  very  sensitive  industry  in  our  area. 

Can  you  give  me  something  that  would  give  me  a  better  indica- 
tion of  how  serious  that  is,  and  what  the  real  negative  impact  is, 
and  if  we  have  any  advance  technology. 

Mr.  Shapiro.  Sir,  I  believe  I  can  probably  follow  it  up  with  more 
detailed  information.  My  general  understanding  is  we  are  talking 
mostly  about  the  destruction  to  fishing  gear  by  obstructions  below 
the  surface  which  have  not  been  identified  and  may  be  associated 
with  OCS  operations,  primarily  in  the  gulf  area. 

As  I  recall,  damage  claims  have  averaged  somewhere  around 
$2,000  for  each  incident.  Once  an  incident  is  identified  there  is  an 
attempt  to  put  out  a  notice  to  mariners  to  let  them  know  where 
the  risk  area  is  to  prevent  a  recurrence. 

So  there  is  some  sense  that  claims  will  recede  over  time  in  an 
area  and  certain  obstructions  can  be  removed.  For  the  moment,  the 
only  experience  that  I  am  aware  of  is  in  the  gulf  because  of  the 
amount  of  OCS  operations  that  prevail  in  that  area. 

I  think  we  have  yet  to  be  in  a  position  where  we  can  assess  the 
true  scope  of  the  problem  and  the  seriousness  of  it  beyond  that 
area. 

Mr.  Royer.  Just  one  other  question.  Maybe  Mr.  Grant  can  an- 
swer the  question. 

The  minimum  distance  offshore — and  I  am  thinking  particularly 
of  our  San  Mateo  coastline  now — do  you  have  any  numbers  that 
you  can  give  me,  the  minimum  areas  where  the  greatest  potential 
is? 

Mr.  Grant.  Oil  and  gas  resources? 
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Mr.  RoYER.  Yes,  the  distance. 

Mr.  Grant.  Yes,  it  is  3  miles. 

Mr.  RoYER.  I  know  the  minimum  distance  that  you  can  come  is  3 
miles,  but  where  is  the  greatest  potential? 

Mr.  Grant.  As  mentioned  earlier  by  Congressman  Hughes,  the 
greatest  potential  in  any  of  the  tract  areas  being  considered,  is  the 
Santa  Maria  Basin. 

Mr.  RoYER.  I  understand  that,  which  you  said  was  75  percent.  I 
am  also  thinking  if  we  have  anything  that  would  designate  to  us  on 
this  particular  coastline  where  the  greatest  potential  might  be,  and 
what  the  distance  might  be  from  shore. 

Mr.  Grant.  The  tracts  are  outlined  off  Santa  Cruz  County. 

Mr.  Royer.  And  San  Mateo. 

Mr.  Grant.  Yes.  Go  up  to  the  3-mile  limit  approximately.  Gener- 
ally speaking,  those  are  large  areas  that  are  covering  the  inner  and 
outer  Santa  Cruz  Basin.  So  we  have  not  determined  specifically  yet 
which  tracts  might  have  the  most  potential.  We  are  just  looking  in 
general  at  the  whole  area. 

Mr.  Royer.  All  right.  At  some  point  down  the  line  there  would 
be  something  more  specific,  and  you  would  be  able  to  indicate 
distances. 

Mr.  Grant.  Yes,  sir. 

The  Chairman.  We  are  going  to  recess  for  5  minutes.  We  start 
inside  at  10. 

[Whereupon,  at  9:50  a.m.  the  select  committee  proceeded  into  the 
Plaza  Ballroom  for  further  hearings.] 
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House  of  Representatives, 
Select  Committee  on  the  Outer  Continental  Shelf, 

San  Francisco,  Calif. 

The  select  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the 
Plaza  Ballroom,  Hyatt  Union  Square,  San  Francisco,  Calif.,  Hon. 
John  M.   Murphy  (chairman  of  the  select  committee)  presiding. 

Present:  Representatives  Murphy,  Hughes,  John  Burton,  Clau- 
sen, McCloskey,  Lewis,  Royer,  and  Miller. 

Staff  present:  Larry  O'Brien,  Jr.,  chief  counsel;  Carl  L.  Perian, 
chief  of  staff;  Dr.  Thomas  R.  Kitsos,  counsel;  C.  Grady  Drago, 
minority  chief  counsel;  Tom  Tackaberry,  professional  staff  member; 
Sherry  Steffel,  counsel;  Kate  Bonner,  research  assistant. 

The  Chairman.  The  committee  will  come  to  order. 

The  Outer  Continental  Shelf  Committee  is  pleased  to  be  back  in 
California  again  to  discuss  important  issues  dealing  with  OCS  de- 
velopment, and  particularly  to  focus  on  lease  sale  53. 

As  many  of  you  know,  the  committee  held  extensive  field  hear- 
ings in  California  back  in  1975,  and  those  hearings  were  extremely 
helpful  in  assisting  the  Congress  in  forging  a  comprehensive  up-to- 
date  legal  regime  to  govern  OCS  activities. 

The  committee  is  now  engaged  in  a  vigorous  bipartisan  oversight 
program  to  insure  that  the  Outer  Continental  Shelf  Lands  Act 
Amendments  of  1978  are  implemented  in  a  timely  and  effective 
fashion. 

Our  examination  of  lease  sale  53  is  part  of  a  major  effort  to 
intensively  scrutinize  the  proposed  5-year  leasing  program  of  the 
Department  of  the  Interior,  which  will  determine  the  pace  of  the 
Federal  OCS  leasing  program  through  the  mid-1980's. 

Before  proceeding  further,  I  would  like  to  extend  my  apprecia- 
tion, and  that  of  the  committee,  to  Congressman  John  Burton  and 
his  staff  for  lending  impetus  to  this  hearing,  contributing  valuable 
background  information,  and  assisting  with  scheduling  and  other 
arrangements. 

I  would  also  like  to  thank  Congressman  George  Miller  as  well, 
who  has  been  a  member  of  this  committee  for  the  entire  time  we 
deliberated  on  the  act,  as  well  as  the  other  members  of  the  delega- 
tion— Congressman  Lewis  also  is  a  member  of  this  committee — 
both  are  with  us  today. 

I  also  wish  to  pay  tribute  to  our  colleague,  the  late  Congressman 
Leo  J.  Ryan,  who  was  vitally  interested  in  lease  sale  No.  53  and 

(523) 


524 

only  last  year  called  for  congressional  hearings  on  the  potential 
impacts  of  that  sale. 

The  committee's  interest  in  sale  No.  53  was  prompted  during  our 
first  oversight  hearing  in  December  of  last  year  by  the  testimony  of 
Congressman  Leon  E.  Panetta  and  Ms.  Deni  Greene,  of  the  Gover- 
nor's Office  of  Planning  and  Research. 

As  the  Nation  presses  its  quest  for  energy  self-sufficiency,  the 
development  of  our  OCS  oil  and  gas  resources  becomes  even  more 
crucial.  An  ever-present  concern  is  the  need  to  strike  a  judicious 
balance  between  our  critical  energy  demands  and  the  need  to  pro- 
tect our  environment  and  minimize  the  risks  associated  with  OCS 
activities. 

I  feel  that  the  1978  OCS  act  achieves  such  a  balance.  In  this 
regard,  I  would  briefly  highlight  some  of  the  more  salient  provi- 
sions. 

First,  the  5-year  leasing  program  provides  a  systematic  approach 
to  OCS  exploration  and  development,  which  will  reduce  uncertain- 
ties. It  will  provide  a  relatively  firm  leasing  schedule,  though  not 
one  cast  in  concrete,  so  that  all  aspects  of  the  program  are  careful- 
ly considered. 

As  all  coastal  regions  are  asked  to  share  the  burdens  of  OCS 
development,  taking  into  consideration  alternative  uses.  According- 
ly, the  act  greatly  enhances  State  and  local  participation  in  OCS 
decisionmaking. 

For  instance,  with  regard  to  exploration,  and  development  and 
production  plans,  the  Secretary  of  the  Interior  is  required  to  con- 
sult with  and  accept  the  recommendations  of  the  Governors  of 
affected  States,  and  local  governments  where  he  feels  it  is  neces- 
sary. The  acceptance  of  such  recommendations  is  to  be  based  upon 
a  determination  that  they  provide  a  reasonable  balance  between 
the  national  interest  and  the  well-being  of  the  citizens  of  affected 
States.  One  example  of  this  language  in  operation  was  the  March 
9,  1979,  announcement  of  Secretary  Andrus  that  he  was  deleting  69 
tracts  from  California  sale  No.  48,  based  upon  State  and  other 
recommendations. 

Another  provision  arms  the  Secretary  with  the  authority  to  sus- 
pend or  even  cancel  a  lease  where  continued  activity  would  cause  a 
threat  to  life,  property,  the  marine  coastal  or  human  environment. 

Environmental  studies  are  required  in  order  to  assess  the  poten- 
tial impacts  of  OCS  development  on  all  areas  under  consideration 
for  or  affected  by  leasing;  and  to  provide  the  information  necessary 
to  prevent,  mitigate,  or  minimize  adverse  impacts. 

Other  preventive  environmental  and  safety  measures  include  the 
requirement  that  OCS  operations  employ  the  best  available  and 
safest  technologies,  taking  into  account  the  economics  of  such  tech- 
nology. 

In  spite  of  our  best  efforts  and  precautions,  accidents  and  oil 
spills  will  occur.  As  Red  Adair,  who  makes  a  living  fighting  oil  and 
gas  blowouts,  stated  before  our  committee:  "With  all  the  safety 
equipment  we  have  *  *  *  it  still  boils  down  to  the  human  element. 
This  is  what  we  figure  causes  most  of  our  blowouts,  someone  does 
not  do  his  job  right  *  *  *" 

So,  we  must  contend  with  human  error,  and  when  oil  spills 
result,  the  act  provides  for  a  $200  million  offshore  oil  spill  pollution 
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fund  to  compensate  for  damages  and  cover  cleanup  and  removal 
costs. 

Another  feature  of  the  act  designed  to  ameliorate  a  potential 
adverse  effect  of  OCS  development  is  the  Fishermen's  Contingency 
Fund.  The  fund  provides  $1  million  to  be  allocated  in  area  accounts 
to  compensate  for  damages  to  or  loss  of  fishing  gear  and  economic 
losses  to  commercial  fishermen  due  to  OCS  activities.  This  is  a 
novel  and  innovative  Federal  law  which  anticipates  the  need  to 
protect  those  who  harvest  the  produce  of  the  seas. 

Finally,  I  will  mention  two  provisions  which  are  of  specific  inter- 
est to  California.  The  first  provision  directs  the  Secretary  of  the 
Interior  to  promulgate  regulations  for  compliance  with  the  nation- 
al ambient  air  quality  standards  pursuant  to  the  Clean  Air  Act  to 
the  extent  that  OCS  activities  significantly  affect  the  air  quality  of 
any  State.  We  know  that  California  is  vitally  concerned  with  the 
air  quality  impacts  of  OCS  development,  and  we  understand  that 
those  regulations  will  be  forthcoming  early  this  fall. 

I  might  say  at  this  point  the  protection  in  the  OCS  Lands  Act 
regarding  air  quality  came  from  the  amendments  offered  and  ac- 
cepted by  the  Congress  that  Congressman  George  Miller  was  the 
author  of. 

The  second  provision  is  an  explicit  ban  on  the  issuance  of  any 
lease  or  permit  for  exploration,  development  or  production  activi- 
ties within  15  miles  of  the  Point  Reyes  Wilderness.  This  seashore 
area  contains  beaches,  mountains,  and  numerous  species  of  flora 
and  fauna,  and  embodies  the  scenic  beauty  that  is  so  characteristic 
of  the  California  coast.  I  might  add  that  the  committee  is  scheduled 
to  hold  an  additional  field  hearing  at  Point  Reyes  tomorrow. 

I  might  say  it  was  the  amendment  by  Congressman  John  Burton 
that  was  accepted  by  the  Congress  when  the  act  was  passed  that 
provided  the  15-mile  buffer  around  Point  Reyes  to  preclude  at  any 
time  in  the  future  any  oil  or  gas  development  in  that  area. 

Turning  specifically  to  lease  sale  53,  the  sale  area  as  you  can  see 
on  the  maps  displayed  presently  encompasses  over  240  tracts,  ex- 
tending from  the  California-Oregon  border  south  to  Santa  Barbara 
County.  The  tracts  are  located  off  the  coast  of  Humboldt,  Mendo- 
cino, Sonoma,  Marin,  San  Mateo,  San  Luis  Obispo,  and  Santa  Bar- 
bara Counties.  27  companies  nominated  8.4  million  acres  for  the 
sale,  of  which  1.4  million  acres  were  chosen  by  the  Department  of 
the  Interior  to  be  included  for  study  in  the  draft  environmental 
impact  statement.  In  addition  to  industry  nominations,  scores  of 
comments  were  received  from  Federal,  State,  and  local  government 
units,  as  well  as  environmental  groups,  many  of  which  specifically 
recommended  certain  areas  be  excluded  from  the  sale.  The  lease 
sale  is  scheduled  for  May  1981  and  is  one  of  four  OCS  sales  off 
California  listed  in  DOI's  June  5-year  leasing  program. 

[The  maps  follow:] 
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The  Chairman.  Commenting  on  the  5-year  leasing  program,  the 
State  of  California  stated: 

This  (schedule)  places  a  severe  burden  on  California  because  of  our  limited  OCS 
development  and  our  need  for  time  to  plan  for  onshore  impacts  of  this  development. 
Two  sales,  in  1981  and  1984,  are  scheduled  for  central  and  northern  California,  an 
extensive  area  comprising  two-thirds  of  our  coastline.  Vast  stretches  of  this  coast- 
line have  no  industrial  development  and  have  great  value  as  scenic  and  biological 
resources  for  the  Nation.  We  urge  you  to  delay  any  sale  in  central  and  northern 
California  until  1984  to  allow  the  State  more  time  to  prepare  for  development. 

******* 

*  *  *  The  State  is  not  opposed  to  the  offshore  production  of  oil  and  gas,  but 
insists  that  a  thorough  evaluation  be  made  of  the  risks  posed  to  this  spectacular  and 
environmentally  sensitive  coastline."  *  *  *. 

Let  me  briefly  outline  some  of  the  concerns  that  have  been 
expressed  about  lease  sale  53. 

First,  there  is  a  concern  that  several  necessary  environmental 
studies  have  not  been  funded  by  the  Bureau  of  Land  Management, 
and  that  some  of  the  studies  initiated  may  not  be  completed  in 
time  for  their  results  to  be  utilized  in  making  leasing  decisions. 

Second,  many  questions  have  been  raised  as  to  whether  the 
resource  potential  in  some  of  the  sale  areas  is  adequate  to  justify 
undergoing  the  environmental  and  other  risks  involved. 

Third  is  the  argument  that  if  economically  recoverable  crude  oil 
is  encountered,  it  will  probably  be  heavy  oil  with  high  sulfur 
content.  Therefore,  because  of  refming  and  transportation  prob- 
lems, the  so-called  west  coast  oil  glut  will  be  exacerbated. 

Fourth,  it  is  posited  that  severe  weather  conditions  off  the  coast 
of  northern  and  central  California  increase  the  risk  of  oilspills,  and 
that  prevailing  currents  would  propel  any  spills  directly  to  shore. 

Fifth,  potential  geohazards  increase  the  risk  of  oilspills  off  Cali- 
fornia. 

Sixth,  as  I  have  mentioned,  there  is  concern  regarding  the  air 
quality  impacts  on  offshore  development. 

Seventh,  it  has  been  charged  that  DOI  has  not  afforded  govern- 
mental units  and  local  environmental  groups  an  opportunity  to 
have  any  meaningful  input  into  the  decisions  directly  affecting 
their  coastal  and  onshore  areas.  Here,  specific  complaints  have 
been  registered  regarding  the  ineffectiveness  of  the  negative  nomi- 
nation system. 

Eighth,  fears  have  been  expressed  that  OCS  activities  will  ad- 
versely affect  California's  fishing  industry. 

Ninth,  concerns  have  been  raised  about  the  onshore  impacts 
associated  with  OCS  development,  adding  to  air  quality  problems 
in   industrial   areas  and   changing  the   character  of  rural   areas. 

Tenth,  there  is  the  problem  of  petroleum  development  interfer- 
ing with  coastal  navigation. 

Eleventh,  it  is  feared  that  OCS  development  will  adversely  affect 
endangered  species  and  areas  proposed  for  marine  sanctuary  desig- 
nation such  as  the  Farallon  Islands  and  the  Monterey  Bay  area. 

Twelfth,  esthetic  concerns  have  been  raised. 

Those  above-mentioned  and  other  concerns  will  be  the  focus  of 
these  field  hearings. 

Just  as  the  energy  crisis  is  real  and  threatening  to  our  economy 
and  way  of  life,  so  is  unchecked  energy  development  a  threat  to 
our  environment.  The  OCS  act  struck  a  balance  between  the  pros 
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and  cons  of  OCS  development,  tempering  the  thirst  for  energy  with 
numerous  environmental,  safety  and  other  safeguards.  We  are  here 
today  with  open  minds  to  learn  if  that  act  is  working  properly. 

We  will  hear  the  unique  and  general  concerns  of  State,  local 
government,  and  environmental  representatives,  as  well  as  the 
arguments  of  industry  and  Federal  Government  witnesses. 

I  would  like  to  yield  to  my  colleagues. 

Congressman  Hughes. 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

I  just  want  to  congratulate  you  on  a  very  fine,  comprehensive 
statement.  In  order  that  we  can  expedite  the  proceedings,  I  will 
defer  any  opening  statement  at  this  time. 

The  Chairman.  Congressman  Lewis? 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

I  had  prepared  an  opening  statement  for  presentation  this  morn- 
ing, but  with  your  rather  comprehensive  statement  I  am  not  sure 
that  one  can  add  very  much. 

I  would  like  to  say,  however,  Mr.  Chairman,  that  in  view  of  the 
length  of  time  that  your  committee  spent  long  before  I  was  in  the 
Congress  developing  this  act,  in  view  of  the  kind  of  public  notice 
that  has  been  given  regarding  the  intentions  of  this  act,  that  is  one 
of  the  primary  intentions  of  the  OCS  act,  was  to  accelerate  the 
production  of  oil  and  gas  operations  on  the  OCS  for  national  con- 
sumption. 

In  view  of  the  fact  that  we  are  presently  in  the  midst  of  a 
national  or  international  crisis,  the  hearings  here  today  are  most 
fundamental,  not  just  for  the  Nation's  interest,  but  certainly  to  my 
State  of  California. 

I  would  like  to  thank  you,  Mr.  Chairman,  for  bringing  this  com- 
mittee to  California,  so  our  people  can  have  some  input  in  this 
process.  It  seems  to  me  it  is  most  fundamental  that  we  recognize 
that  there  are  many,  many  interests  involved  here. 

First  and  foremost  the  people  of  California  are  the  first  when 
they  are  standing  in  gasoline  lines  to  say  that  we  should  deliver 
crude  oil  and  gasoline  in  the  East,  and  heating  oil. 

At  the  same  time,  my  constituents  are  very  much  concerned 
about  the  impact  of  burning  coal  upon  air  quality  in  southern 
California.  My  constituents  are  very  concerned  about  development 
of  nuclear  potential  in  California. 

Many  people  are  concerned  about  development  of  water  re- 
sources as  a  potential  for  energy.  The  best  estimates  indicate  that 
somewhere  between  40  and  80  percent  of  our  Nation's  remaining 
oil  reserves  lie  in  the  OCS.  That  is  the  source  of  potential  energy. 

I  doubt  very  much  whether  Americans  or  Californians  want  to  go 
back  to  1900.  Yet,  one  way  or  another  we  must  balance  our  poten- 
tial resource,  where  that  energy  might  come  from,  and  decide  what 
is  the  best  access  for  the  energy  our  country  will  need. 

I  personally  have  great  reservations  about  development  of  our 
shoreline.  Nonetheless,  it  is  fundamental  that  part  of  our  responsi- 
bility is  to  evaluate  that  potential  resource,  decide  where  it  is  going 
to  come  from,  and  in  turn  balance  the  potential  damage  to  our 
environment  as  we  move  ahead. 

Mr.  Chairman,  I  am  sure  we  will  have  a  very  productive  session 
today.  We  have  6  hours  ahead  of  us.   I  thank  you  very  much. 
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The  Chairman.  Congressman  George  Miller? 

Mr.  Miller.  Mr.  Chairman,  I  too  want  to  thank  you  for  bringing 
the  committee  to  the  San  Francisco  Bay  area,  to  California.  I  think 
already  in  this  morning's  preliminary  briefings  by  governmental 
agencies  a  number  of  issues  have  been  raised  that  I  think  can  be 
better  developed  in  these  hours  of  hearings. 

One  is  whether  or  not  between  industry  and  the  Coast  Guard  we 
are  going  to  have  the  capability  to  deal  with  the  increased  likeli- 
hood of  oil  spills  off  the  California  coast,  and  whether  or  not  that 
capability  will  be  in  place  when  the  increased  production  is  sched- 
uled to  start. 

Second,  I  think  the  issue  of  the  clean  air  amendments,  which  you 
have  referred  to,  point  out  a  severe  problem,  especially  in  southern 
California,  where  just  the  other  day  the  Los  Angeles  Times  report- 
ed that  there  could  be  rather  drastic  economic  slowdowns  because 
of  air  problems  and  environmental  problems,  and  yet  we  see  that 
the  department  is  proposing  to  allow  that  each  rig  could  have  a 
variance  of  some  5  percent. 

If  we  do  that  on  a  rig-by-rig  basis,  I  think  that  onshore  activity 
in  southern  California  may  very  well  cease.  This  was  a  concern  of 
the  committee  prior  to  this,  that  we  do  not  develop  the  offshore 
resources  and  then  find  out  that  we  cannot  build  the  refinery 
onshore,  or  we  cannot  build  a  national  energy  plant  onshore. 

I  think  that  these  issues  are  going  to  confront  us  today  and 
tomorrow.  I  hope  that  we  have  some  answers  prior  to  going  ahead 
with  lease  sale  No.  53. 

Thank  you. 

The  Chairman.  Congressman  Pete  McCloskey?  Congressman  Mc- 
Closkey  is  the  ranking  minority  member  on  the  House  Committee 
on  Merchant  Marine  and  Fisheries,  which  is  one  of  the  parent 
committees  of  this  Select  Committee  on  the  Outer  Continental 
Shelf. 

Mr.  McCloskey.  Mr.  Chairman,  I  want  to  thank  you  for  bringing 
the  committee  to  San  Francisco  to  discuss  this  question  because  the 
record  of  the  Government  agencies  to  date  in  implementing  the 
Outer  Continental  Shelf  environmental  laws  does  not  create  the 
impression  in  the  public  mind  that  these  decisions  are  being  made 
properly. 

I  don't  know  what  the  result  of  these  hearings  will  be.  We  are 
faced  with  the  classic  question  as  to  whether  or  not  a  State  like 
California,  whose  economy  is  almost  entirely  dependent  on  oil, 
should  or  should  not  take  the  risk  of  oil  drilling  off  one  of  the  most 
scenic  coasts  in  the  world. 

It  is  obvious  that  we  have  to  bring  that  oil  in  from  someplace. 
The  question  is  whether  or  not  there  is  a  greater  risk  in  the 
alternatives  to  drilling.  For  example,  if  it  comes  in  by  tanker  we 
might  face  a  significant  risk.  Afterall,  a  few  years  ago  we  had  two 
10,000-ton  tankers  collide  in  San  Francisco  Bay.  That  oilspill  was 
probably  more  damaging  than  the  Santa  Barbara  drilling  rig. 

I  look  forward  to  the  testimony  today.  I  hope  we  can  explore  the 
comparative  nature  of  the  risks  of  drilling  as  against  other  means 
of  obtaining  the  energy  on  which  this  State's  economy  depends. 

I  think  the  people  of  California  would  like  this  decision  to  be 
made  in  the  open.   After  2  days  of  hearings  here,  if  all  of  the 
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witnesses  provide  specific  arguments  for  and  against  this  proposal, 
I  hope  we  can  arrive  at  our  conclusions  openly. 

I  thank  the  chairman  for  bringing  the  committee  to  San  Francis- 
co to  engage  in  this  process. 

The  Chairman.  Congressman  John  Burton. 

Mr.  Burton.  Thank  you,  Mr.  Chairman. 

I  would  like  to  express  my  appreciation  to  you  for  coming  here. 

The  Chairman.  John,  it  didn't  take  too  much  urging. 

Mr.  Burton.  I  am  aware  of  that.  Everybody  loves  San  Francisco. 
I  think  when  we  get  out  to  West  Marin  tomorrow,  you  will  feel  the 
same  thrill  that  Sir  Francis  Drake  had  some  400  years  ago. 

I  would  like  to  say  that  I  am  very  concerned  about  the  rush  to 
judgment  by  the  Interior  Department  concerning  the  leasing  here. 
They  have  studies  that  are  yet  unfunded.  We  heard  that  five 
studies  are  not  funded. 

The  Bureau  of  Land  Management  said  there  were  only  two  stud- 
ies. They  hope  to  have  the  draft  studies  in  the  hands  of  the  Secre- 
tary at  the  time  of  the  final  EIS  report,  which  to  me  doesn't  make 
for  good  decisionmaking  process. 

It  is  my  understanding  that  it  will  be  at  least  10  years  before 
there  is  any  benefit  from  offshore  drilling  in  this  State.  The 
amount  of  benefit,  if  you  leave  out  Santa  Maria,  and  you  talk 
about  the  areas  within  northern  California  that  Congressman  Clau- 
sen and  I  have,  are  very  insignificant. 

Bodega  is  on  the  San  Andreas  fault.  That  certainly  does  not  seem 
the  proper  place  to  set  offshore  drilling. 

I  know,  as  a  subcommittee  chairman  with  oversight  over  the 
Coast  Guard,  as  I  am  sure  you  do,  Mr.  Chairman,  that  they  are 
short  on  people  now  to  do  their  studies  on  tanker  safety  problems 
and  pollution  caused  by  tankers. 

I  don't  see  where  they  are  going  to  get  the  extra  billets  to  be 
ready  for  any  spills  caused  by  this  drilling. 

Finally,  I  would  like  to  say  that  again,  the  studies  are  being 
rushed  to  such  a  point  that  instead  of  waiting  to  establish  an 
environmental  base  line,  they  are  going  to  do  the  environmental 
impact  at  the  same  time  they  are  establishing  a  baseline. 

It  seems  to  me  incredibly  stupid  to  do  a  study  before  you  have 
got  the  basis  for  the  study. 

Given  the  fact  that  the  amount  of  oil  and  gasoline  might  keep 
the  country  going  for  30  days  if  you  give  it  the  maximum  yield, 
given  the  fact  that  that  is  10  years  away,  I  would  hope  by  then  that 
we  would  have  made  greater  strides  and  progress  in  alternate 
sources  of  energy  that  would  not  do  damage  to  the  environment. 

I  don't  like  to  make  controversial  statements  like  that,  but  I  just 
figured  it  is  my  duty. 

Lastly,  when  we  were  talking  about  northern  California — and  I 
am  sure  my  colleague.  Congressman  Clausen  and  others  will  get 
into  this — much  of  it  is  pristine  area.  We  are  not  just  talking  about 
what  is  going  to  happen  offshore.  It  is  going  to  be  the  changes 
onshore. 

I  want  to  tell  you  something.  If  you  want  to  see  a  rebellion,  you 
try  to  change  the  nature  of  Mendocino  County,  parts  of  Sonoma 
County,  and  parts  of  Marin,  and  it  is  going  to  seem  like  the 
whiskey  rebellion. 
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That  is  just  absolutely  true.  I  mean,  these  are  areas  that  have 
been  preserved,  and  there  is  no  way  you  can  have  offshore  drilling 
and  not  totally  change  the  construction  of  what  is  onshore. 

The  north  coast  of  California  is  about  as  beautiful  as  any  in  the 
Nation. 

Lastly,  I  don't  believe  that  the  industry  yet  has  completed  its 
technology,  if  we  are  talking  about  going  down  as  far  as  2,500  feet 
in  some  of  these  tracts.  The  track  record  in  the  eastern  shore  off 
coast  drilling  doesn't  look  like  it  is  going  to  bring  that  much  of  a 
return  in. 

I  just  believe  this  is  one  of  those  areas  where  caution  should 
dictate. 

I  am  thankful  to  you  and  the  committee  for  coming  here.  I  am 
thankful  to  the  support  you  gave  to  our  Point  Reyes  amendment.  I 
am  hopeful  that  NOAA  will  consider  extending  the  marine  sanctu- 
ary from  parts  of  Point  Reyes  to  the  Farallon  Islands. 

I  just  believe  when  you  look  at  this  area  tomorrow,  and  you  can 
extrapolate  that  all  the  way  up  to  Oregon,  that  you  can  see  what 
you  are  going  to  be  doing,  not  only  to  the  coastline,  but  to  the 
entire  nature  of  northern  California. 

I  really  don't  understand  the  urgency  that  the  Department  of 
Interior  has.  I  personally  believe — and  I  am  sure  Congressman 
Lewis  would  agree  with  me — if  they  just  developed  that  Santa 
Maria  area  everything  would  be  in  good  shape. 

I  yield  back  the  balance  of  my  time. 

[The  information  follows:] 

Remarks  by  Representative  John  L.  Burton  (Democrat-California) 

I  would  like  to  extend  my  appreciation  to  Chairman  John  Murphy,  other  Mem- 
bers of  the  Committee  and  the  staff  for  providing  this  valuable  forum  to  discuss 
proposed  offshore  oil  and  gas  leasing  off  Northern  and  Central  California.  It  is  to 
the  great  credit  of  Chairman  Murphy  and  the  Committee  on  the  Outer  Continental 
Shelf  that  Congress  passed  legislation  in  1978  which  opened  up  the  door  for,  and 
indeed,  mandated  public,  local  and  state  participation  in  lease  sale  decisions. 

Clearly,  the  controversy  over  whether  or  not  to  pursue  or  how  aggressively  some 
people  want  to  pursue  offshore  exploration  has  been  propelled  by  the  energy  crunch 
we  are  all  experiencing.  Because  of  the  nation's  newly  intensified  fuel  needs,  many 
Californians  fear  their  voices  will  not  be  heard  in  light  of  other  priorities.  The 
energy  needs  of  the  nation  must  be  weighted  along  with  the  concerns  of  those  who 
stand  to  be  most  affected  and  against  the  potential  risks  to  our  coastal  environment. 

Many  of  us  are  here  today  because  the  prospect  of  offshore  exploration  poses  a 
real  threat.  The  memory  of  the  blowout  in  Santa  Barbara  is  still  fresh  in  our  minds. 
The  ongoing  Mexican  oil  spill  which  is  reaching  Texas  shores  has  not  been  an 
encouraging  incident.  It  is  also  distressing  to  know  that  the  ongoing  exploration  on 
the  east  coast  in  the  Baltimore  Canyon  has  not  yet  proven  worthwhile  because  of 
high  costs  involved  and  the  overwhelming  number  of  dry  holes  that  oil  companies 
have  identified.  The  North  Sea  oil  spill  also  does  not  bolster  my  confidence. 

Tomorrow  morning,  thanks  to  the  Marin  Conservation  League,  Members  of  the 
Committee  will  have  an  opportunity  to  see  for  themselves  why  so  many  Californians 
feel  their  blood  pressure  rise  as  the  oil  companies  and  the  Interior  Department 
plunge  ahead  with  the  schedule  and  plans  for  Lease  Sale  53. 

It  is  my  hope  that  the  Committee  will  get  a  vivid  impression  on  what  is  at  stake 
here — the  irreplaceable  natural  beauty,  wildlife  and  federal  parklands  that  we  in 
California  have  fought  so  hard  to  preserve  for  the  future. 

My  objections  to  offshore  drilling  pivot  around  a  few  basic  points.  The  include  but 
are  limited  to  concerns  for  the  environment  or  the  catastrophic  effects  of  an  oilspill. 

I  oppose  Lease  Sale  53  because  it  offers  so  little  in  terms  of  recovery  and  threat- 
ens so  much  in  terms  of  negative  effects  both  onshore  and  offshore.  I  am  not 
categorically  against  all  offshore  drilling  anywhere.  To  be  sure,  in  this  day  and  age, 
this  would  be  an  untenable  position.  But  the  facts  in  this  case,  Lease  Sale  53,  clearly 


533 

point  to  the  conclusion  that  the  expected  harmful  effects  and  disruption  to  coastal 
communities  far  outweigh  the  projected  benefits. 

The  U.S.  Geological  Survey's  estimates  of  probable  recovery  for  oil  and  gas  from 
Lease  Sale  53  only  amount  to  about  24  days  of  oil  and  6  days  of  gas  under  our 
present  consumption  patterns.  In  the  overall  scale  of  things,  this  is  a  very  small 
projected  yield.  A  1977  U.S.G.S  study  indicated  a  "60  percent  chance  of  finding 
nothing"  in  the  Point  Arena  and  Bodega  basins.  What  they  do  expect  to  find  is 
excessively  sour  crude. 

Even  the  oil  companies  have  not  designated  the  Offshore  Northern  California 
area  as  a  high  priority.  During  the  1960's,  you  may  recall  that  some  20  exploratory 
wells  were  abandoned  by  the  industry  because  they  failed  to  indicate  commercial 
quantities. 

Thus,  the  price  tag  on  the  small  amount  of  recovery  would  be  monumental  when 
you  consider  government  efforts,  industry  expenses  and  irreparable  damage  to  the 
resources  and  the  equilibrium  of  the  California  coastal  area.  I  believe  that  Interior 
is  rushing  ahead  too  quickly  and  arbitrarily  with  its  schedule  for  sale  53.  Interior  is 
certainly  under  pressure  to  develop  oil  and  gas  resources,  but  in  my  opinion,  drilling 
off  Northern  California  should  be  abandoned  or  substantially  postponed  until  all 
our  other  options  are  pursued  and  exhausted. 

We  do  not  want  to  fall  into  the  trap  of  making  bad  decisions  just  because  we  have 
recently  confronted  a  gasoline  crunch  that  may  or  may  not  have  been  real.  And 
certainly,  we  should  not  stay  on  Interior's  "pushed"  schedule  just  for  the  sake  of 
being  on  time.  We  want  to  be  right. 

Many  responsible  individuals  and  groups  have  complained  to  me  that  the  Interior 
Department  has  not  adequately  adopted  local  recommendations  on  Sale  53.  This 
local  and  state  input  is  an  integral  part  of  the  OCS  Lands  Act  Amendments  of  1978. 
We  are  here  today  to  explore  this  charge  and  to  encourage  mutual  cooperation  at 
all  levels. 

But  our  concern  about  Interior's  management  is  heightened  by  the  knowledge 
that  all  the  high  interest  nominations  for  tracts  from  the  oil  companies  were 
selected  in  Lease  Sale  53,  but  not  all  the  concerns  of  the  local  citizens  have  been 
fully  addressed,  which  brings  me  to  my  next  point. 

Basic  environmental  information  must  be  taken  into  account  in  any  final  deci- 
sion. Yet  there  is  little  available  environmental  baseline  data  on  this  frontier  area. 
It  is  generally  recognized  that  environmental  baseline  data  should  be  developed  first 
and  then  the  potential  environmental  impact  evaluated  second.  But  in  this  case,  I 
have  been  told  that  the  Bureau  of  Land  Management  is  attempting  to  conduct  both 
studies  at  the  same  time.  I  find  this  approach  highly  suspect. 

Five  out  of  ten  essential  studies  BLM  has  sought  have  been  denied.  Those  which 
are  being  conducted  will  not  be  fully  evaluated  and  finalized  in  time  for  the  pending 
April  1980  draft  environmental  statement. 

This  means  that  crucial  data  needed  to  evaluate  the  proposed  lease  sale  will  not 
be  completed  in  time  for  the  Interior  deadline. 

The  potential  hazards  of  the  proposed  drilling  are  numerous  and  diverse.  For 
example,  we  have  to  expect  an  impact  on: 

The  spectacular  coastal  scenic  and  recreational  resources,  like  parklands  in  Marin 
County,  notably  the  Pt.  Reyes  National  Seashore  and  the  Golden  Gate  National 
Recreation  Area; 

Marshland  and  wetland  habitats  for  hundreds  of  species  of  birds,  fish  and  inverte- 
brates. Many  have  been  designated  priority  areas  for  marine  life  of  unusual  quality; 

Fisheries  resources  off  the  San  Francisco  Bay  area  and  the  Marin-Sonoma  coast- 
line. Both  sport  and  commercial  fishing  are  significant  here.  The  Fisherman  Contin- 
gency Fund  which  provides  compensation  for  damaged  fishing  equipment  hardly 
offers  enough  assurance  to  the  industry; 

Rare  and  endangered  species  of  birds  which  inhabit  the  Marin-Sonoma  coast.  The 
Pt.  Reyes-Farallon  Islands  area  contains  one  of  the  largest  seabird  rookeries  in  the 
country  and  is  a  vital  breeding  ground  for  near  extinct  and  endangered  species; 

Geological  nature  of  the  area  which  is  active  and  unstable  since  the  San  Andreas 
fault  parallels  the  entire  length  of  the  Marin-Sonoma  coast; 

Navigation  and  shipping  lanes  which  converge  west  of  the  Golden  Gate  Bridge; 
and 

The  wild  and  open  character  of  the  coastline,  where  development  has  been  mini- 
mal and  areas  not  in  public  parklands  are  characterized  by  agricultural  grazing, 
pristine  wilderness  and  villages. 

Onshore  support  facilities  for  oil  drilling  would  cause  land  development,  possible 
changes  in  the  shoreline,  disruption  in  communities,  and  their  local  economies,  and 
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increased  air,  water  and  noise  pollution.  The  oil  industry  would  admittedly  have 
major  problems  in  meeting  air  quality  standards. 

Routine  exploratory  drilling  produces  many  unavoidable  impacts.  The  seepages  of 
drilling  mud  and  cuttings  into  the  ocean,  if  highly  concentrated,  could  contain  toxic 
components.  In  addition,  traces  of  oil  inevitably  seep  into  the  water  and  the  effects 
of  oil  tanker  traffic  and  maintenance  vessels  for  the  oil  rigs  are  subject  to  spilling 
and  seepage. 

I  have  been  told  that  one  of  the  most  hazardous  steps  in  offshore  development  is 
during  the  exploratory  process  we  are  discussing  today.  The  potential  for  disaster  is 
greatest  because  companies  are  dealing  with  an  unknown  formation  that  could 
produce  a  blowout,  a  sudden  unexpected  surge  and  a  loss  of  control.  The  risk  of  a 
spill  is  particularly  high  on  the  west  coast  due  to  rough  waters  and  high  winds. 

While  it  is  true  that  the  oil  industry  is  working  on  new  technology  and  claims 
that  their  new  methods  are  safer,  these  methods  have  not  been  put  to  any  longterm 
tests.  In  addition,  its  deep  water  production  technology  is  only  in  the  experimental 
stage  for  drilling  beyond  1,500  feet.  The  tracts  selected  range  from  150  to  2,500  feet 
deep.  We  must  bear  these  facts  in  mind  as  we  review  the  stakes. 

It  is  my  strong  contention  that  Lease  Sale  53  is  ill-advised  and  should  be  aban- 
doned. It  is  only  one  of  several  ongoing  California  offshore  lease  sales  contemplated 
which  covers  hundreds  of  miles  of  frontier  coastline.  The  natural  resources  of  this 
coast  belong  to  all  of  us.  We  must  carefully  balance  the  permanent  dangers  against 
the  temporary  relief  of  a  few  weeks  worth  of  fuel.  I  hope  that  the  Interior  Depart- 
ment will  show  cautious  and  responsible  leadership  by  abandoning  the  proposed  sale 
or,  at  the  very  least,  substantially  delaying  it  until  all  the  facts  are  in. 

Thank  you  very  much. 

The  Chairman.  Congressman  Royer? 

Mr.  Royer.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  first  of  all  thank  you  for  inviting  me  since  I  am  not  a 
member  of  the  committee  but  vitally  interested  because  it  does 
affect  obviously  the  11th  Congressional  District. 

I  think  the  fact  that  your  committee  has  come  to  this  area  is 
certainly  an  excellent  opportunity,  and  I  think  the  people  that 
have  showed  up  here  today  to  indicate  their  interest  demonstrates 
the  fact  that  there  is  real  interest,  there  are  real  pros  and  cons. 

I  do  feel  very  strongly  that  we  have  to  look  at  the  alternatives  on 
both  sides  and  weigh  and  balance  the  benefits  before  making  a 
final  determination. 

I  am  very  grateful  to  you  and  the  committee  for  the  opportunity 
to  be  here  and  listen  to  the  testimony. 

I  yield  back  the  balance  of  my  time. 

The  Chairman.  The  committee  is  pleased  to  have  as  our  first 
witness  today  one  of  our  leaders  in  the  Congress,  Congressman  Don 
Clausen. 

Congressman  Clausen  is  the  ranking  minority  member  on  the 
House  Interior  Committee,  and  is  also  the  ranking  minority  mem- 
ber on  the  Water  Resources  Subcommittee  of  the  House  Committee 
on  Public  Works  and  Transportation.  He  and  I  initated  our  service 
in  the  Congress  in  1963  on  that  committee. 

Don,  we  are  very  pleased  to  have  you  as  our  first  witness.  Please 
proceed. 

STATEMENT  OF  HON.  DON  CLAUSEN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Clausen.  Thank  you,  Mr.  Chairman. 

I  want  to  add  to  my  California  colleagues  a  personal  thanks  and 
frankly  our  commendation  for  your  having  brought  the  comrnittee 
to  the  Bay  area,  and  more  particularly  to  northern  California,  to 
give  the  witnesses  an  opportunity  to  express  in  very  real  and  direct 
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terms  their  concerns  that  I  am  sure  you  will  hear  very  much  in 
abundance  here  today. 

You  have  many  problems,  Mr.  Chairman,  with  time.  You  have  a 
number  of  witnesses.  So  it  will  be  my  intent  to  respect  your  time 
problem. 

I  would  simply  start  out  by  asking  unanimous  consent  that  I  be 
permitted  to  file  my  full  statement  for  the  record,  and  I  will 
excerpt  from  that  in  the  interest  of  brevity. 

The  Chairman.  Without  objection,  the  request  will  be  agreed  to. 

[The  information  follows:] 

Testimony  by  Congressman  Don  H.  Clausen 

Mr.  Chairman,  I  appreciate  your  invitation  to  participate  in  the  select  commit- 
tee's hearing  regarding  the  impact  of  OCS  lease  sale  No.  53.  I  would  like  to 
commend  you  for  responding  to  our  request  and  scheduling  hearings  here  in  Califor- 
nia so  that  you  can  hear  directly  from  the  people  who  will  be  the  most  affected  by 
the  lease  sale.  I  understand  that  you  will  also  be  looking  into  the  extent  to  which 
the  Federal  agencies  involved  are  properly  carrying  out  the  OCS  lands  act  amend- 
ments passed  in  1978.  I  applaud  you  for  your  diligence  in  undertaking  this  oversight 
function.  It  is  a  difficult  and  complex  issue. 

My  congressional  district  runs  from  Sonoma  County,  just  north  of  us  to  the 
Oregon  border  and  falls  entirely  within  the  boundaries  of  lease  sale  No.  53.  Three 
areas  off  our  coast  have  been  identified  as  "high  interest"  areas  in  which  industry 
and  Government  experts  believe  oil  and  gas  supplies  can  be  found.  These  areas  are 
the  Eel  River  Basin  off  the  coast  of  Humboldt  County,  Point  Arena  Basin  located  off 
Mendocino  County,  and  Bodega  Basin  to  the  north  of  us  off  the  coast  of  Sonoma  and 
Marin  Counties. 

As  you  can  well  imagine,  we  are  deeply  concerned  about  what  drilling  in  these 
areas  will  mean  for  the  future  of  our  coastal  communities. 

We  have  an  absolutely  spectacular  coastline  which  in  terms  of  prestine  quality 
and  sheer  beauty  matches  any  coastline  anywhere.  We  are  opposed  to  any  activity 
on  the  outer  continental  shelf  which  would  threaten  the  environmental  integrity  of 
our  coast.  After  many  years  of  negotiations  and  hard  work,  we,  through  the  legisla- 
tive efforts  of  your  Merchant  Marine  and  Fisheries  Committee,  were  successful  in 
gaining  enactment  of  the  200  mile  fishing  limit.  As  a  result,  our  ocean  fishing 
industry  is  beginning  to  recover  from  years  of  over-fishing  by  foreign  fleets.  Our 
domestic  processors  are  also  benefiting  from  the  protection  given  us  by  the  200  mile 
limit. 

We  all  recognize  there  is  a  need  for  establishing  a  program  of  adequate  and 
strategic  oil  reserves.  I  believe  the  north  coast  of  California's  off-shore  area  should 
be  a  prime  candidate  for  designation  as  a  reserve. 

We  should  identify  and  qualify  the  amounts  of  oil,  set  the  area  aside  as  a 
"sanctuary"  for  traditional  fishing  and  recreational  pursuits  and  preserve  the 
known  quantities  of  oil  and  gas  to  be  used  only  in  times  of  national  emergency  or  a 
threat  to  our  national  security— in  keeping  with  our  national  strategic  reserve 
requirements. 

I  am  pleased  to  see  that  your  witness  list  includes  supervisors  from  Marin  County, 
Humboldt  County,  Sonoma  County,  Mendocino  County,  and  Del  Norte  County.  It  is 
my  understanding  that  they  will  testify  against  leasing  off  their  coastlines.  In  fact, 
every  single  board  of  supervisors  in  the  sale  area  have  voted  to  oppose  lease  sale 
#53.  They  have  also  been  active  in  providing  detailed  and  specific  environmental 
and  economic  information  about  the  impact  of  OCS  drilling  on  their  communities  to 
the  Department  of  Interior  and  other  agencies. 

We  are  in  the  midst  of  developing  and  implementing  a  comprehensive  investment 
program  to  enhance  our  anadromous  fisheries,  particularly  our  salmon  runs  and  in 
our  efforts  to  diversify  our  economy  on  the  North  Coast,  we  are  attempting  to 
expand  our  tourism  industry.  All  of  these  businesses  would  be  directly  threatened 
by  any  environmental  damage  to  the  coast.  Let  me  stress  that  we  are  not  concerned 
solely  about  the  aesthetics  of  oil  and  gas  production  on  the  outer  contiental  shelf 
We  are  concerned  about  our  natural  resources  and  those  industries  which  rely  on 
them.  Our  communities  are  dependent  upon  these  businesses  both  directly  and 
indirectly  for  a  large  portion  of  our  jobs.  From  the  estimates  I  have  received  as  to 
the  oil  and  gas  resources  which  lie  off  our  coast,  I  am  of  the  opinion  that  they  are 
not  of  sufficient  quantity  to  justify  our  undertaking  and  the  risks  involved  in  their 
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development.  I  have  with  me  the  most  recent  data  from  the  U.S.  Geological  Survey. 
Their  estimates  of  the  oil  potential  in  the  sale  are  indicate  that  it  may  contain  548 
million  barrels  of  oil.  Based  on  daily  domestic  consumption  of  8.5  million  barrels  per 
day,  this  works  out  to  a  total  resource  equivalent  of  only  about  a  60  day  supply. 
USGS  estimates  the  natural  gas  potential  to  be  621  billion  cubic  feet.  Based  on  a 
national  annual  consumption  of  19.3  trillion  cubic  feet  of  natural  gas,  the  entire 
supply  of  gas  available  from  the  whole  lease  sale  area  is  equivalent  to  less  than  a 
two  week  supply  for  the  nation. 

In  conclusion,  I  look  to  this  committee's  leadership  in  exercising  a  tough  oversight 
of  the  Department  of  Interior's  actions.  We  must  work  together  to  see  that  the  law 
is  adhered  to  both  to  the  letter  and  in  the  spirit  in  which  it  was  written.  I  believe 
we  have  begun  this  process  with  this  hearing  and,  again,  Mr.  Chairman,  I  thank 
you  for  your  appearance  here  today,  and  for  allowing  me  to  make  this  opening 
statement. 

Mr.  Clausen.  I  was  interested  in  the  comments  of  my  working 
colleague,  John  Burton,  who  I  share  a  portion  of  Sonoma  County 
with — formerly  I  represented  Marin  County — when  he  made  refer- 
ence to  the  fact  there  is  a  potential  whiskey  rebellion  in  Mendocino 
County. 

I  would  like  to  change  your  phrase  just  a  little  bit.  I  don't  think 
it  will  be  a  whiskey  rebellion,  but  it  will  be  a  rebellion  in  wine 
country. 

Mr.  Chairman,  my  congressional  district  runs  from  Sonoma 
County  in  the  south,  just  to  the  north  of  us,  all  the  way  up  to  the 
Oregon  border,  and  falls  entirely  within  the  boundaries  of  the  lease 
sale  53  area. 

As  you  can  well  imagine,  we  are  deeply  concerned  about  what 
drilling  and  related  operations  in  these  areas  would  mean  to  the 
future  of  our  coastal  communities. 

We  have  an  absolutely  spectacular  coastline  which  in  terms  of 
pristine  quality  and  sheer  beauty  matches  any  coastline  anywhere 
in  the  world. 

So  at  the  outset,  I  want  to  lay  out  my  position  unequivocally 
here.  We  are  opposed  to  any  activity  on  the  Outer  Continental 
Shelf  which  would  threaten  the  environmental  integrity  of  our 
coastline. 

After  many  years  of  negotiations  and  hard  work — and  many  of 
the  members  on  the  Merchant  Marine  and  Fisheries  Committee 
know — we,  through  the  legislative  efforts  of  your  committee,  Mr. 
Chairman,  the  Merchant  Marine  and  Fisheries  committee,  were 
successful  in  gaining  enactment  of  the  200-mile  fishing  limit. 

As  a  result,  our  ocean  fishing  industry  is  beginning  to  recover 
from  years  of  overfishing  by  foreign  fleets.  Our  domestic  processors 
are  also  benefiting  from  the  protection  given  us  by  our  200-mile 
limit. 

But  here  is  a  key  point  that  I  would  like  to  make  to  this  commit- 
tee, Mr.  Chairman. 

We  all  recognize  there  is  a  need  for  establishing  a  program  of 
adequate  and  strategic  oil  reserves.  I  believe  the  north  coast  of 
California's  offshore  area  should  be  a  prime  candidate  for  designa- 
tion as  a  reserve. 

We  should  identify  and  qualify  the  amounts  of  oil,  set  the  area 
aside  as  a  sanctuary  for  traditional  fishing  and  recreational  pur- 
suits and  preserve  the  known  quantities  of  oil  and  gas  to  be  used 
only  in  times  of  national  emergency  or  a  threat  to  our  national 
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security — in  keeping  with  our  national  strategic  reserve  require- 
ments. 

I  am  pleased  to  see  that  your  witness  list  includes  supervisors 
from  Marin  County,  Humboldt  County,  Sonoma  County,  Mendocino 
County,  and  Del  Norte  County.  It  is  my  understanding  that  they 
will  testify  against  leasing  off  their  coastlines. 

In  fact,  every  single  board  of  supervisors  in  the  sale  area  has 
voted  to  oppose  lease  sale  53.  They  have  also  been  active  in  provid- 
ing detailed  and  specific  environmental  and  economic  information 
about  the  impact  of  OCS  drilling  on  their  communities  to  the 
Department  of  Interior  and  other  agencies. 

We  are  in  the  midst  of  developing  and  implementing  a  compre- 
hensive investment  program  to  enhance  our  anadromous  fisheries. 
This  is  the  greatest  area  in  the  world  for  steelhead  and  salmon. 

We  have  had  a  depletion  factor  that  is  causing  many  of  us  a 
great  deal  of  concern,  particularly  our  salmon  runs,  and  in  our 
efforts  to  diversify  our  economy  on  the  north  coast  we  are  attempt- 
ing to  expand  our  tourism  industry. 

All  of  these  businesses  would  be  directly  threatened  by  any 
environmental  damage  to  the  coast. 

Another  key  point,  Mr.  Chairman,  which  I  think  you  alluded 
to — and  I  want  to  commend  you  for  your  opening  statement  be- 
cause it  indicates  that  you  have  a  sensitivity  to  and  understanding 
of  our  particular  problem — from  the  estimates  I  have  received  as  to 
the  oil  and  gas  resources  which  lie  off  our  coast,  I  am  of  the 
opinion  that  they  are  not  of  sufficient  quantity  to  justify  our  under- 
taking the  risks  involved  in  their  development. 

The  estimates  you  heard  this  morning  by  the  departmental  wit- 
nesses average  out  in  the  vicinity  of  548  million  barrels  of  oil. 
Based  on  daily  domestic  consumption  of  8.5  million  barrels  per  day, 
this  works  out  to  a  total  resource  equivalent  of  only  a  60-day 
supply. 

In  conclusion,  Mr.  Chairman,  I  look  to  this  committee's  leader- 
ship in  exercising  a  tough  oversight  of  the  Department  of  Interior's 
actions.  We  must  all  work  together  to  see  that  the  law  is  adhered 
to  both  to  the  letter  as  well  as  to  the  spirit  of  the  law  in  which  it 
was  written. 

Finally,  in  addition  to  evaluating  all  of  the  possible  impacts  to  an 
area  prior  to  leasing,  I  ask  that  you  take  special  cognizance  of  the 
testimony  of  our  north  coast  supervisors  from  the  counties  that  I 
have  mentioned  that  are  in  my  congressional  district.  One  will  be 
testifying  today  and  there  will  be  a  panel  tomorrow. 

As  you  know,  I  have  been  a  long-time  advocate  of  local  control 
and  local  input  as  it  relates  to  policy  questions.  So  in  carrying  out 
the  congressional  intent,  it  must  be  our  responsibility  to  recognize 
the  right  and  the  role  of  the  local  governments  of  California's 
north  coast  to  participate  in  establishing  policy  that  affects  our 
uniquely  beautiful  coastline. 

Mr.  Chairman,  once  again,  as  I  have  enjoyed  my  working  rela- 
tionship with  you  for  the  last  nearly  17  years,  you  have  demon- 
strated once  again  that  when  we  ask  you  to  come  to  California 
with  this  select  committee  that  you  kept  your  word. 

We  want  you  to  know  that  we  are  deeply  grateful  to  you  for  your 
presence  and  sensitivity. 
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The  Chairman.  Thank  you,  Don. 

One  of  the  county  representatives  has  already  thanked  the  com- 
mittee for  coming,  from  their  standpoint,  because  they  indicated 
that  there  would  not  be  funding  on  a  local  level  to  send  them  to 
Washington  in  order  to  participate  in  the  type  of  oversight  that 
this  committee  has  been  able  to  provide  in  its  area  of  expertise. 

Mr.  Clausen.  That  is  precisely  the  point  I  made  to  your  staff  and 
in  discussions  I  have  had  with  you. 

The  Chairman.  Questions? 

Thank  you  very  much,  Don. 

Mr.  Clausen.  Thank  you. 

Mr.  Burton.  Do  you  believe  Mendocino  County  would  survive  an 
offshore  rig? 

Mr.  Clausen.  I  will  tell  you,  we  have  just  begun  to  fight. 

The  Chairman.  Our  first  panel  of  witnesses  will  be  Mr.  R.  Dobie 
Langenkamp,  the  Deputy  Assistant  Secretary  for  Oil,  Natural  Gas, 
and  Shale  Resources,  the  Department  of  Energy,  and  also  Ms. 
Barbara  Heller,  Deputy  Undersecretary  for  the  Department  of  In- 
terior. 

We  will  hear  from  both  witnesses  before  we  question. 

STATEMENT  OF  R.  DOBIE  LANGENKAMP,  DEPUTY  ASSISTANT 
SECRETARY,  OIL,  NATURAL  GAS,  AND  SHALE  RESOURCES, 
DEPARTMENT  OF  ENERGY,  AND  BARBARA  HELLER,  DEPUTY 
UNDER  SECRETARY,  DEPARTMENT  OF  THE  INTERIOR,  AC- 
COMPANIED BY  WILLIAM  GRANT,  BUREAU  OF  LAND  MAN- 
AGEMENT, MANAGER,  PACIFIC  OCS  OFFICE,  AND  GEORGE 
ROBINSON,  REGIONAL  DIRECTOR,  UNITED  STATES  GEOLOGI- 
CAL SURVEY 

Mr.  Langenkamp.  Thank  you,  Mr.  Chairman. 

First  of  all,  let  me  say  that  Secretary  Duncan,  who  was  sworn  in 
by  President  Carter  to  office  last  Friday,  asked  me  to  express  his 
appreciation  for  the  invitation  to  be  out  here. 

The  press  of  business  this  first  week  of  his  new  tour  of  duty  has 
prevented  him  from  being  here,  but  he  has  asked  me  specifically  to 
express  our  appreciation  for  this  hearing  which  we  think  will  do  a 
great  deal  towards  enlightening  everyone  regarding  this  subject. 

What  I  would  like  to  do  is  submit  my  written  statement  for  the 
record  and  very  briefly  make  a  couple  of  comments  before  letting 
Ms.  Heller  proceed. 

It  is  no  surprise  that  the  Department  of  Energy's  basic  position 
with  regard  to  this  issue  and  all  other  issues  involving  energy  is 
the  depth  of  the  energy  crisis.  The  fact  that  this  is  repeated  almost 
ad  nausum  in  the  press,  in  the  newspapers,  might  tend  to  dull  the 
impact  of  these  warnings.  But  the  situation  is  extremely  serious. 

One  of  your  panel  members  this  morning  mentioned  that  in  the 
State  of  Israel  the  supply  of  oil  was  a  matter  of  life  and  death.  I 
would  submit  that  in  this  country,  with  19  million  barrels  of  oil 
and  product  used  every  day,  and  almost  half  of  that  coming  from 
unreliable  sources,  we  face  a  situation  that  is  truly  serious. 

Former  Secretary  Schlesinger  has  indicated  that  the  world  short- 
fall at  the  present  time  is  approaching  2  million  barrels  a  day.  The 
economic  consequences  of  the  present  energy  situation  and  the 
potential  problems  that  would  result  from  an  intervention,  inter- 
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diction  such  as  the  Iranian  crisis,  with  gas  Unes,  recessions,  impact 
on  the  poor,  impact  on  employment,  are  truly  staggering. 

I  won't  go  into  it  any  further  except  to  say,  if  there  is  anyone  in 
this  room  who  doesn't  realize  that  the  United  States  of  America 
faces  a  very  serious  problem,  one  of  the  most  serious  problems 
faced  since  the  end  of  World  War  II,  then  they  are,  in  our  opinion 
deluding  themselves. 

Let's  just  take  a  look  at  offshore  leasing.  Outer  Continental  Shelf 
leasing,  and  the  pace  of  leasing.  I  suspect  the  committee  is  justifi- 
ably concerned  about  whether  or  not  the  Department  of  the  Interi- 
or is  going  too  fast,  whether  the  United  States  is  moving  in  a 
hasty,  irrational  manner. 

We  feel  that  the  pace  of  offshore  leasing  in  this  country  has  been 
deliberate  almost  to  the  point  of  being  too  slow.  Let  me  give  you  a 
few  statistics. 

I  am  told  that  there  are  approximately  1.8  million  square  miles 
of  offshore  area.  You  calculate  that  down  to  acres,  and  you  are 
talking  about  over  a  billion  acres  of  offshore  potential. 

I  am  talking  about  lands  off  the  3-mile  limit,  but  sufficiently 
shallow  that  drilling  can  be  completed. 

Now,  some  of  the  advocates  of  increased  pace  of  drilling  have 
told  us  that  at  the  present  pace,  it  might  take  as  many  as  400  years 
to  lease  up  the  entire  area  of  offshore  potential. 

You  might  look  at  it  in  another  way.  We  are  told  that  approxi- 
mately 30  percent  to  40  percent  of  the  offshore  area  in  other  areas 
of  the  world,  the  non-Communist  world,  are  subject  to  lease  or  to 
license,  which  gives  the  oil  companies  the  right  to  explore.  In  the 
United  States,  I  am  told  that  percentage  is  2  percent. 

I  would  go  further  to  say  that  last  year,  and  in  most  of  the 
preceding  10  years,  we  have  drilled  approximately  40,000  to  50,000 
wells  in  this  country  onshore.  I  have  the  figures,  Mr.  Chairman,  for 
the  offshore  and  onshore  drilling  last  year. 

Of  48,000  wells  that  were  drilled— 48,000— 1,000  were  OCS,  1  out 
of  48. 

If  you  look  at  the  remaining  oil  and  gas  in  this  country — and 
there  are  wide  estimates  as  to  what  is  left— it  is  clear,  however, 
that  the  major  portion  of  the  onshore  areas  have  been  discovered-^ 
with  the  exception  of  Alaska,  which  is  virtually  untested  at  this 
point — the  domestic,  the  lower  48  is  a  situation  where  a  tremen- 
dous number  of  wells  have  been  drilled,  and  with  the  exception  of 
the  overthrust  belt,  most  of  the  large  pools  have  been  found. 

Responsible  figures  show  that  with  the  remaining  reserves  that 
we  have,  probably  60  percent  will  be  found  offshore. 

All  of  this  in  our  opinion  emphasizes  the  importance  of  contin- 
ued, accelerated  OCS  production. 

Now,  let's  take  a  look  at  sale  No.  53.  Are  we  going  too  fast?  I  am 
told  that  the  period  of  time  that  has  elapsed  since  the  sale  was  first 
decided  upon  is  as  extensive  as  almost  any  other  case. 

The  industry  came  in  and  nominated  8  million  acres.  Of  this  8 
million  acres,  the  number  of  acres  that  now  are  available  for  lease 
has  been  reduced  to  1.3  million  acres,  a  rather  substantial  reflec- 
tion of  the  Department  of  the  Interior's  concern  regarding  ecologi- 
cal impacts  and  other  impacts  possible  from  this  drilling.  That  is 
substantial  from  what  the  industry  indicated  it  wished  to  explore. 
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If  you  take  a  look  at  the  figures,  Mr.  Chairman,  of  offshore 
production  in  1971,  which  is  3  years  before  the  embargo,  this 
country  was  producing  419  million  barrels  of  oil  in  1971. 

Despite  the  continued  increase  in  oil  usage,  despite  the  continued 
reliance  on  unreliable  sources,  despite  the  instability  in  the  Middle 
East,  despite  the  other  problems  that  we  see  in  the  energy  situa- 
tion, what  is  the  offshore  production  at  the  present  time?  Two 
hundred  ninety  two  million  barrels  per  year. 

So,  we  have  had  a  reduction  of  30  percent  in  the  amount  of 
production  offshore  since  1971,  while  the  situation  generally  has 
worsened,  and  the  domestic  production  has  maintained  about  an 
even  keel. 

Now,  critics  of  our  energy  policy  abroad,  countries  that  have 
engaged  in  ambitious,  aggressive  leasing  and  exploration  programs, 
looking  at  the  United  States  importing  8  to  9  million  barrels  of  oil 
a  day,  can  reasonably  ask  the  questions,  is  the  United  States  going 
sufficiently  fast  in  the  OCS  program? 

So,  what  I  would  like  to  focus  on  here  today  is  the  magnitude  of 
the  problem,  the  fact  that  we  have  8  million  acres  nominated.  The 
Department  of  the  Interior,  in  what  the  Department  of  Energy 
considered  a  very  responsible  manner,  has  reduced  this  to  1.3  mil- 
lion acres,  and  has  proceeded  in  what  we  consider  a  very  measured 
pace.  We  think  that  that  fact  should  be  recognized. 

Now,  one  other  thing  I  would  like  to  say. 

In  regard  to  these  reserve  figures,  if  you  talk  to  an  oil  man, 
someone  who  is  involved  in  this  business,  they  will  tell  you  that 
these  figures  are  helpful  because  they  are  the  only  figures  you 
have.  But  no  one  really  wants  to  put  too  much  credence  in  them. 

I  would  remind  you  that  the  United  States  of  America  and  its 
exploration  companies  were  in  Mexico  for  a  number  of  years  before 
nationalization,  and  the  Mexican  oil  company,  which  is  a  very 
competent  company,  has  explored  for  several  decades. 

Despite  the  fact  that  the  Mexican  exploration  started  in  the 
teens  and  the  twenties,  and  proceeded  at  a  rapid  pace  under  U.S. 
exploration,  U.S.  companies,  and  the  Mexican  companies— now 
Pemex — explored  for  two  or  three  decades. 

We  did  not  discover  the  major  reserves  in  Mexico,  the  major 
reserves  we  have  read  about  in  the  headlines,  until  the  last  year  or 
so. 

All  of  you  know  the  story  of  the  North  Sea  and  how  many  dry 
wells  were  drilled  before  the  major  producers.  The  same  situation 
with  regard  to  Prudhoe  Bay. 

So,  when  these  reserve  figures  that  were  discussed  this  morning 
by  the  U.S.  Geological  Survey,  with  which  we  do  not  take  issue,  are 
given  to  you,  you  must  realize  that  these  all  have  to  be  taken  with 
a  grain  of  salt,  and  that  the  production  could  be  considerably 
greater  and  it  could  be  considerably  less. 

I  would  also  point  out  that,  as  some  of  you  suspect,  the  potential 
for  offshore  California  may  not  be  as  great  as  the  500  million 
barrels  that  the  U.S.  Geological  Survey  indicates,  this  fact  will  be 
discovered,  and  the  resultant  activity  offshore  will  be  correspond- 
ingly less. 

The  only  thing  that  this  administration  wants  to  do  is  to  be  sure 
that,  in  the  energy  tight  era  that  is  coming,  that  we  have  had  the 
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opportunity  to  look  at  the  resources  that  exist  in  the  Outer  Conti- 
nental Shelf. 
Thank  you,  Mr.  Chairman.  I  will  let  Barbara  Heller  proceed  with 

her  statement. 
[The  information  follows:] 

Statement  of  R.  Dobie  Langenkamp,  Deputy  Assistant  Secretary,  Oil, 
Natural  Gas,  and  Shale  Resources,  Department  of  Energy 

Mr.  Chairman,  I  appreciate  this  opportunity  to  appear  before  your  Subcommittee 
in  this  setting  to  discuss  the  Department  of  Energy's  (DOE)  responsibiUties  with 
respect  to  the  leasing  of  Outer  Continental  Shelf  (OCS)  lands  for  oil  and  natural  gas 
in  general,  and  proposed  OCS  Lease  Sale  No.  53  in  particular.  My  comments  will 
focus  on  three  areas.  First,  I  will  discuss  the  vital  importance  of  oil  and  natural  gas 
production  from  the  OCS.  Second,  I  will  review  DOE's  participation  in  the  develop- 
ment of  the  new  five-year  OCS  leasing  program  and  particularly  DOE's  goals  for 
producing  oil  and  gas  from  the  OCS.  Third,  I  will  outline  our  expected  future 
activities  with  respect  to  OCS  Lease  Sale  No.  53. 

1.    importance   of   domestic   OCS   PRODUCTION 

It  has  become  apparent  that  the  United  States  faces  an  energy  crisis  of  substan- 
tial proportions.  In  his  State  of  the  Union  Message  and  the  April  5  and  July  16 
messages,  the  President  has  directed  our  attention  to  the  serious  consequences  of 
continued  U.S.  dependence  on  large  quantities  of  foreign  crude  and  has  set  forth  a 
program  for  reducing  that  dependence.  This  program  is  as  bold  as  it  is  demanding. 
It  focuses  upon  rapid  development  of  synfuels  and  alternative  sources  of  energy  and 
serious  and  extensive  conservation  efforts,  coupled  with  an  increased  effort  to 
produce  oil  and  gas  domestically.  In  this  connection  the  President  on  April  5  urged 
the  DOI  to  develop  an  accelerated  OCS  leasing  schedule.  The  President  has  decon- 
trolled heavy  oil  to  spur  production  and  has  implemented  a  phased  decontrol  of  all 
crude  production.  The  repetition  of  the  message  should  not  dull  our  response;  this 
nation  faces  in  the  energy  crisis  a  severe  problem  which  could  have  a  substantial 
impact  on  our  citizens  in  every  region  and  economic  strata.  It  is  in  this  context  that 
OCS  leasing  should  be  considered. 

Total  production  of  oil  and  condensate  from  lands  on  the  OCs  has  been  declining 
for  the  past  seven  years.  After  reaching  a  peak  of  almost  419  million  barrels  per 
year  in  1971,  OCS  crude  oil  and  condensate  production  has  fallen  to  only  292  million 
barrels  per  year  for  1978.  The  main  reason  for  this  decrease  results  from  the  rate  of 
decline  in  mature  OCS  areas;  for  example,  the  major  fields  in  the  Gulf  of  Mexico 
are  generally  old  while  new  finds  are  small.  This  decline  is  not  inevitable;  thou- 
sands of  square  miles  of  potential  production  are  available  for  exploration;  numer- 
ous frontier  areas  have  never  been  explored. 

2.   THE   5-YEAR   LEASING   PROGRAM   AND   DOE'S   PRODUCTION   GOALS 

The  DOE  is  responsible  for  establishing  energy  production  goals  based  upon 
energy  resource  information  provided  by  DOI.  The  goals  guide  the  Secretary  of  the 
Interior  in  establishing  or  revising  leasing  programs  and  lease  planning  schedules. 

The  first  OCS  production  goals  effort  was  initiated  by  the  DOE's  Leasing  Policy 
Development  Office  in  the  fall  of  1978.  In  February  and  March  of  1979,  DOE 
transmitted  to  DOI  a  first  draft  of  the  OCS  production  goals  report.  Copies  were  also 
sent  the  Governors  of  all  coastal  states.  Comments  received  on  the  draft  report  were 
used  in  preparing  the  final  report.  The  Executive  Summary  of  the  final  report 
which  contains  DOE's  optimized  lease  schedules  and  final  OCS  energy  production 
goals  was  submitted  to  DOI  on  May  17,  1979  and  the  final  report  itself  was  pub- 
lished in  June  of  this  year. 

The  various  types  of  data  and  information  that  influence  DOE's  optimized  lease 
schedules  and  production  goals  include: 

1.  Oil  and  natural  gas  resource  potential  of  different  OCS  provinces  (as  deter- 
mined by  the  USGS); 

2.  Costs  of  exploration,  development,  production  and  transportation; 

3.  Future  oil  and  natural  gas  prices; 

4.  Expected  hydrocarbon  discoveries; 

5.  Size,  timing  and  frequency  of  lease  sales;  and 

6.  Potential  constraints  on  leasing. 
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Due  to  the  uncertainty  regarding  many  of  the  data  elements  and  assumptions 
used  in  the  analytical  models,  production  goal  ranges  were  established.  These 
ranges  correspond  to  a  wide  range  of  assumptions  regarding  oil  and  gas  prices, 
province  resource  estimates  and  the  relationship  between  hydrocarbon  discoveries 
and  leased  acreage. 

As  part  of  the  overall  OCS  production  goals  study,  an  initial  Central  and  North- 
ern California  lease  sale  proposed  to  be  held  in  May  1981  offering  600,000  acres  was 
evaluated.  The  U.S.  Geological  Survey  (USGS)  provided  undiscovered  recoverable 
resource  estimates  and  the  associated  marginal  probabilities  of  hydrocarbon  occur- 
rence for  five  geologic  provinces  on  the  OCS  off  Central  and  North  California.  The 
resource  estimates  totaled  1.11  billion  barrels  of  oil  and  1.11  trillion  cubic  feet  of 
natural  gas.  Based  upon  these  USGS  resource  estimates  and  expected  future  costs 
and  resource  prices,  DOE's  OCS  production  goal  analysis  indicates  that  the  first 
lease  sale  on  the  Central  and  North  California  OCS  can  be  expected  to  lead  to  the 
production  of  96  million  barrels  of  oil  and  83  billion  cubic  feet  of  natural  gas. 
However,  it  must  be  recognized  that  oil  and  gas  resource  potential  may  prove  to  be 
much  greater  or  much  less  than  the  estimates. 

In  arriving  at  reasonable  and  attainable  production  goals,  it  is  necessary  to 
analyze  those  constraints  to  offshore  production  that  inevitably  must  be  faced.  DOE 
recognizes  that  offshore  production  must  be  accomplished  in  an  environmentally 
acceptable  manner  after  adequate  planning  and  inter-governmental  consultation. 

Four  categories  of  constraints  were  of  particular  importance  in  regard  to  Califor- 
nia. In  the  first  category  are  constraints  which,  by  themselves  or  in  combination 
with  others,  could  delay  OCS  exploration  and  development:  availability  of  technol- 
ogy; environmental  considerations  requiring  additional  time  for  presale  activities, 
exploration  and  development;  need  for  intergovernmental  coordination.  Constraints 
of  this  type  were  incorporated  into  the  analytical  models  by  specifying  the  time 
required  for  leasing,  exploration  and  development;  the  water  depths  for  evaluating 
development  costs;  the  minimum  time  between  lease  sales  in  the  same  geologic 
province,  and  the  size  and  frequency  of  lease  sales. 

The  second  category  of  constraint  involves  the  water  depth  factor  which  does  not 
delay  OSC  exploration  and  development,  or  affect  the  timing  of  leases  but  does 
affect  the  lease  locations  and  the  projected  drilling  costs. 

Potential  air  quality  impacts  in  California  due  to  OCS  operations  is  a  third  type  of 
potential  constraint.  The  areas  of  particular  concern  are  the  Southern  California 
and  Monterey  coasts  which  currently  have  non-attainment  air  quality  classifica- 
tions. Offshore  platform  operations  by  themselves  do  not  cause  significant  air  qual- 
ity problems,  but  there  are  cumulative  impacts  due  to  emissions  from  exploration 
and  production  platforms,  tugs  and  tankers,  tanker  loading  and  unloading  oper- 
ations and  storage  facilities.  It  should  be  noted  that  present  technology,  such  as 
closed  storage,  transportation  and  transfer  systems,  could  reduce  undesirable  tanker 
loading  and  unloading  emissions  and  storage  facility  emissions. 

Inter-governmental  coordination  delays  and  institutional  factors  are  the  fourth 
type  of  constaint  that  was  considered  in  arriving  at  DOE's  production  goals.  Man- 
dated coordination  with  Federal,  State  and  local  agencies  and  interest  groups  is 
required  throughout  the  OCS  leasing  process.  Certain  legal  and  procedural  coordina- 
tion requirements  must  be  met  and  many  different  agencies  are  involved  in  the 
process.  In  recognition  of  these  constraints  the  following  parameters  were  devel- 
oped: an  exploration  and  development  period  of  eight  years;  an  offered  acreage  per 
sale  of  600,000;  and  no  more  than  two  sales  held  every  other  year  in  the  Pacific 
region. 

3.    DOE   INVOLVEMENT   WITH    OCS   SALE   NO.    53 

With  respect  to  OCS  Sale  No.  53  specifically,  DOE's  responsibilities  involve  leas- 
ing system  selection,  and  approval  of  the  final  lease  terms  and  conditions.  DOE  and 
DOI  jointly  determine  the  type  of  bidding  systems  to  be  used  for  specific  tracts.  The 
DOE  has  no  statutory  authority  for  Environmental  Impact  Statements.  As  stated 
previously,  this  authority  is  vested  in  the  DOI. 

The  Sale  No.  53  was  previously  included  in  the  DOI  August  1977  lease  schedule.  It 
provides  an  additional  opportunity  to  increase  domestic  production  and  reduce 
reliance  on  imports.  It  is  difficult  to  over-emphasize  the  importance  of  increasing 
domestic  production  where  possible.  Reduction  of  foreign  crude  imports  means 
improved  balance  of  payments,  less  crude  transported  by  tanker  over  the  high  seas, 
reduced  reliance  on  unreliable  crude  sources,  and  reduced  opportunity  for  political 
blackmail.  The  DOI  leasing  schedule  is  designed  to  enable  domestic  reserves  to  be 
located  and  domestic  production  to  be  attained  as  soon  as  is  practicable.  It  is  of 
great  importance  to  conduct  lease  sale  No.  53  and  other  planned  sales  on  schedule. 

This  concludes  my  prepared  testimony.  I  will  be  pleased  to  answer  any  questions. 
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The  Chairman.  Ms.  Heller  has  played  a  very  important  role  with 
this  committee  when  she  was  a  leading  environmental  advocate, 
and  then  when  the  administration  changed  she  went  into  the  ex- 
ecutive branch  as  a  Deputy  Under  Secretary,  and  has  assisted  the 
committee  in  passage  of  legislation  that  was  I  think  designed  to 
protect  the  environment,  as  well  as  to  help  us  develop  our  resource 
potential. 

Barbara,  it  is  a  pleasure  to  have  you  with  us  today. 

STATEMENT  OF  BARBARA  HELLER 

Ms.  Heller.  Thank  you  very  much,  Mr.  Chairman.  I  certainly 
appreciate  your  nice  comments. 

Secretary  Andrus  has  asked  me  to  express  his  thanks  to  you  for 
inviting  him  to  appear  before  the  committee.  He  regrets  that  he  is 
unable  to  be  here,  but  I  am  pleased  and  very  much  appreciate  the 
opportunity  to  represent  the  Department  of  Interior. 

I  believe  that  the  material  presented  to  you  in  a  written  state- 
ment this  morning  by  Mr.  Bill  Grant  of  the  Bureau  of  Land  Man- 
agement will  be  useful  to  those  who  wish  to  review  the  history  of 
the  process  leading  to  the  fmal  decisions  on   proposed  sale   53. 

I  would  like  to  request,  Mr.  Chairman,  if  they  have  not  already 
been  submitted,  that  you  accept  them  for  inclusion  in  the  record. 

The  Chairman.  They  will  be  included  in  the  record. 

Ms.  Heller.  Thank  you. 

In  your  letter  of  invitation  you  asked  a  number  of  questions 
which  I  would  like  to  address  now  briefly.  These  include  the  pre- 
paratory process  as  it  has  been  structured  for  this  proposed  lease 
sale,  sale  53,  how  it  complies  with  the  OCS  Lands  Act  as  you  have 
amended  it,  and  how  those  interested  have  been  given  opportuni- 
ties to  participate. 

The  formal  public  process  leading  up  to  a  decision  on  a  lease  sale 
starts  several  years  before  a  proposed  sale  date.  For  sale  53,  now 
scheduled  for  May  of  1981,  the  call  for  nominations  and  comment 
was  issued  in  November  of  1977. 

The  preparatory  period  spans  3y2  years.  Responses  were  due  7 
months  later,  in  July  of  1978.  Usually  the  time  between  the  call  for 
an  area  and  the  due  date  for  responses  is  3  months. 

Because  of  the  interest  shown  and  the  need  for  interested  parties 
to  get  organized,  we  extended  this  time  and  in  fact  we  doubled  it 
for  sale  53.  Extensive  comments  were  received  both  on  the  area 
generally  and  on  specific  tracts. 

There  were  8V2  million  acres  nominated  by  the  industry  as  areas 
that  they  would  like  to  see  offered  for  lease.  The  selection  of  tracts 
for  further  study  then  took  place  over  a  period  of  several  months. 

Of  the  8V2  million  acres  nominated,  that  was  over  1,700  tracts, 
the  Secretary  selected  243  tracts,  IVa  million  acres,  for  further 
study  in  an  environmental  statement. 

The  areas  not  selected  included  almost  150  tracts  nominated  by 
the  industry  on  the  basis  of  oil  and  gas  potential  but  also  identified 
as  areas  of  environmental  concern. 

Perhaps  it  would  be  useful  to  mention  here  that  the  process  I 
have  been  describing  does  not  happen  in  a  vacuum.  The  involve- 
ment of  the  public  and  particularly  their  elected  representatives 
has  been  extensive  and  will  continue  to  be  extensive. 
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In  September  of  1977,  prior  to  the  call  for  nominations  and 
comment  in  November,  a  representative  of  the  Department  visited 
every  county  along  the  coast  from  Monterey  north  to  Del  Norte, 
and  spoke  with  the  county  supervisors  in  every  instance  about  the 
forthcoming  call  for  nominations. 

In  some  counties,  such  as  Mendocino,  he  met  with  the  full  board. 
In  others,  such  as  Santa  Cruz,  San  Mateo,  San  Francisco,  and 
Monterey,  they  discussed  proposals  with  chairmen  of  the  boards.  In 
others,  such  as  Humboldt,  meetings  with  supervisor  and  county 
administrative  officers  were  held  to  discuss  the  forthcoming  sched- 
ule of  events. 

Before  the  selection  of  tracts  for  further  study,  and  after  the 
nominations  and  comment  had  been  received,  another  series  of 
meetings  was  held  with  those  interested  in  the  process. 

Meetings  were  held  in  Los  Angeles,  San  Francisco,  and  Washing- 
ton. They  were  attended  by  Congressmen,  county  officials,  city 
officials,  and  representatives  of  private  and  public  interest  groups. 

Secretary  Andrus  met  with  one  group  in  Washington  and  in 
every  instance  all  comments  were  accepted  and  considered  before 
decisions  were  made  for  the  next  step  in  the  process. 

The  next  stage  in  this  process  is  the  preparation  of  a  draft 
environmental  impact  statement  on  the  243  tracts  selected  in  ac- 
cordance with  the  requirements  of  the  National  Environmental 
Policy  Act.  This  will  take  about  19  months,  with  a  document  due 
out  by  April  of  1980. 

The  drafting  of  the  environmental  statement  began  with  a  series 
of  meetings  along  the  coast,  again  in  virtually  every  coastal  county, 
with  interested  Government  and  private  individuals. 

These  give  and  take  sessions  dealt  with  the  scope  and  extent  of 
the  environmental  statement,  drew  quite  large  and  enthusiastic 
crowds,  not  all  in  agreement  with  the  program,  I  might  add,  and 
were  attended  by  county  supervisors. 

Out  of  this  experience  a  sale  53  working  group  was  formed, 
which  has  been  meeting  regularly  and  appears  to  be  a  healthy  and 
effective  medium  for  communication  with  local  groups  and  people. 

The  working  group  is  composed  of  county  representatives  and 
Bureau  of  Land  Management  representatives,  and  discusses  perti- 
nent issues  on  the  basis  of  what  is  being  done,  what  needs  to  be 
done,  and  how  it  will  be  accomplished. 

Of  equal  importance,  those  county  representatives  usually  from 
county  planning  offices  serve  as  readily  accessible  contacts  for  any 
citizen  wanting  to  be  part  of  the  process  at  times  other  than  public 
meetings  or  hearings. 

We  are  quite  pleased  with  the  results  of  this  new  arrangement 
for  Federal-local  communication,  and  plan  to  use  it  throughout  the 
presale  process. 

The  intergovernmental  planning  program  is  another  new  and, 
we  believe,  useful  tool  for  assuring  the  increased  public  participa- 
tion required  by  the  amendments  which  was  also,  as  you  know,  the 
policy  of  Secretary  Andrus,  even  before  the  amendments  became 
law  last  September. 

Under  this  program,  a  regional  technical  working  group  is  being 
established  as  a  working  committee  of  the  national  OCS  advisory 
board.  This  group  is  composed  of  representatives  of  the  Department 
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of  Interior,  including  many  of  our  bureaus,  and  of  several  other 
Federal  agencies.  The  Environmental  Protection  Agency,  National 
Oceanic  and  Atmospheric  Administration  and  the  Coast  Guard  will 
all  have  representatives,  as  will  the  State.  Private  sector  repre- 
sentatives are  being  appointed  to  reflect  those  interest  groups  not 
directly  associated  with  State  or  local  government. 

This  working  group  will  be  in  existence  for  both  the  presale  and 
postsale  activities  if  the  Secretary  does  in  fact  decide  to  hold  a  sale, 
and  will  review  and  comment  on  a  number  of  the  technical  aspects 
of  managing  the  OCS  oil  and  gas  program. 

All  of  these  cooperative  activities  and  methods  for  consultation 
should  result  in  assuring  that  if  there  are  disagreements,  they  are 
based  on  a  thorough  understanding  of  the  different  perspectives, 
and  not  on  misunderstandings  caused  by  a  lack  of  communication. 

The  process  designed  to  prepare  for  decisions  on  sale  53  is  really 
just  beginning.  The  earliest  a  sale  could  occur  is  in  May  1981,  and 
many  more  meetings,  reviews,  consultations,  and  negotiations  are 
to  take  place  before  those  final  decisions  are  made  by  the  Secre- 
tary. 

We  believe  that  we  have  begun  this  process  for  sale  53  in  a  way 
that  is  open,  effective  and  fair.  Frankly,  Mr.  Chairman,  if  this 
process  isn't  open,  I  don't  know  what  that  means. 

We  anticipate  that  many  helpful  ideas  will  be  available  to  the 
Department  from  all  those  with  an  interest  in  the  OCS,  no  matter 
how  different  their  views.  These  ideas  will  come  from  informal 
meetings,  from  institutionalized  contacts,  from  congressional  hear- 
ings such  as  this  one,  and  from  private  and  public  communications. 

We  are  very  grateful  for  this  hearing,  and  all  the  others  you 
have  held.  Everyone  will  be  listened  to  carefully.  All  views  will  be 
taken  into  account. 

While  I  cannot  promise  that  the  Department  will  agree  with 
everyone,  I  can  promise  that  we  will  not  ignore  any  contribution. 
The  system  is  set  up  to  accomplish  this  goal,  and  I  firmly  believe  it 
will. 

Thank  you  very  much,  Mr.  Chairman.  We  would  both  be  delight- 
ed to  answer  any  questions. 

The  Chairman.  Thank  you,  Ms.  Heller. 

Congressman  Hughes? 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

Welcome,  Mr.  Langenkamp,  and  Ms.  Heller,  neither  of  whom  are 
strangers  to  our  committee.  I  want  to  say  particularly  to  Barbara 
Heller,  just  to  echo  the  sentiments  of  the  chairman,  I  deeply  appre- 
ciate her  efforts  also  during  the  closing  days  of  the  95th  Congress 
in  getting  what  I  consider  to  be  important  legislation  through  the 
Congress  amending  the  Outer  Continental  Shelf  Lands  Act.  As  the 
congressman  representing  Atlantic  City,  and  with  80  miles  of  coast 
that  have  experienced  two  lease  sales  to  date,  I  cannot  tell  you  how 
much  relieved  we  are  to  have  in  place  the  amendments  to  the 
legislation.  So  thank  you. 

I  am  concerned  in  particular  about  the  priorities  that  we  attach 
to  our  lease  acreage.  I  wonder  if  either  one  of  you  can  tell  me  how 
many  acres  we  have  leased  to  the  oil  companies  in  frontier  waters. 
Do  you  know  how  many  acres  altogether  we  have  under  lease  to 
the  oil  industry? 
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Ms.  Heller.  We  would  be  glad  to  supply  that  for  the  record.  I  am 
afraid  I  do  not  have  that  information  with  me. 
[The  information  follows:] 

Statement  of  Deputy  Under  Secretary  Barbara  Heller 

Mr.  Chairman,  Secretary  Andrus  has  asked  me  to  express  his  thanks  to  you  for 
inviting  him  to  appear  before  the  Committee.  He  regrets  not  being  able  to  be  here, 
but  I  am  pleased  to  represent  the  Department  of  Interior. 

I  have  with  me  this  morning  Mr.  Bill  Grant,  the  Manager  of  the  Bureau  of  Land 
Management's  Pacific  OCS  office.  I  respectfully  request  at  this  time,  Mr.  Chairman, 
that  you  admit  for  the  record  of  these  proceedings  a  copy  of  the  briefing  Mr.  Grant 
gave  the  Committee  this  morning  on  the  activities  to  date  in  respect  to  proposed 
Sale  No.  53.  This  material,  I  believe,  will  be  a  useful  reference  to  these  who  may 
wish  to  review  the  history  of  the  process  leading  to  final  decisions  on  the  proposal. 

At  this  time,  Mr.  Chairman,  I  would  like  to  comment  briefly  on  the  proposed  sale, 
how  the  preparatory  process  is  structured,  how  this  complies  with  the  OCS  Lands 
Act,  as  amended,  and  how  those  interested  have  been  given  opportunities  to  partici- 
pate. 

The  formal,  public  process  leading  up  to  a  decision  on  a  lease  sale  starts  several 
years  before  a  proposed  sale  date.  For  Sale  No.  53,  presently  scheduled  for  May 
1981,  the  Call  for  Nominations  and  Comment  was  issued  in  November  1977.  The 
preparatory  period  spans  3V2  years.  Responses  to  this  Call  were  due  7  months  later, 
in  July  1978.  Usually  the  time  between  the  Call  for  an  area  and  the  due  date  or 
responses  is  3  months.  Because  of  the  interest  shown  and  the  need  for  interested 
parties  to  get  organized,  this  time  was  doubled  for  Sale  No.  53.  Extensive  comments 
were  received  both  on  the  area  generally,  and  on  specific  tracts,  and  8 '72  million 
acres  were  nominated  by  the  industry  as  areas  that  they  would  like  to  see  offered 
for  lease. 

The  selection  of  tracts  for  further  study  then  took  place  over  a  period  of  several 
months.  Of  the  8y2  million  acres  nominated  (over  1,700  tracts),  the  Secretary  select- 
ed 243  tracts,  IVs  million  acres,  for  further  study  in  an  environmental  statement. 
The  areas  not  selected  included  almost  150  tracts  nominated  by  industry  on  the 
basis  of  oil  and  gas  potential  but  also  identified  as  areas  of  environmental  concern. 

Perhaps  it  would  be  useful  to  mention  at  this  point  that  the  process  I've  been 
describing  does  not  happen  in  isolation.  The  involvement  of  the  public,  and  particu- 
larly their  elected  representatives  has  been  extensive,  and  will  so  continue. 

In  September  1977,  prior  to  the  Call  for  Nominations  and  Comment  in  November, 
a  representative  of  the  Department  visited  every  county  along  the  coast  from 
Monterey  north  to  Del  Norte,  and  spoke  with  the  County  Supervisors  in  every 
instance  about  the  forthcoming  Call  for  nominations.  In  some  counties,  such  as 
Mendocino,  he  met  with  the  full  board.  In  others,  such  as  Santa  Cruz,  San  Mateo, 
San  Francisco  and  Monterey,  he  discussed  the  proposal  with  the  Chairmen  of  the 
Boards.  In  others,  such  as  Humbolt,  a  meeting  with  a  Supervisor  and  the  county 
administrative  officer  was  held  to  discuss  the  forthcoming  schedule  of  events. 

Before  the  selection  of  tracts  for  further  study,  and  after  the  Nominations  and 
Comments  had  been  received,  another  series  of  meetings  were  held  with  those 
interested  in  the  process.  Meetings  were  held  in  Los  Angeles,  San  Francisco,  and 
Washington.  They  were  attended  by  Congressmen,  County  officials,  City  officials, 
and  representatives  of  private  and  public  interest  groups.  Secretary  Andrus  ad- 
dressed one  group  in  Washington  and,  in  every  instance,  all  comment  was  accepted 
and  considered  before  decisions  were  made  for  the  next  step  in  the  process. 

The  next  stage  of  the  process  is  the  preparation  of  a  draft  environmental  state- 
ment on  the  243  tracts  selected  in  accordance  with  the  requirements  of  the  National 
Environmental  Policy  Act.  This  will  take  about  19  months,  with  a  document  due  out 
in  April  1980. 

The  drafting  of  the  environmental  statement  began  with  a  series  of  meetings 
along  the  coast — again  in  virtually  every  coastal  county — with  interested  govern- 
ment and  private  individuals.  These  give  and  take  sessions  dealt  with  the  scope  and 
extent  of  the  environmental  statement;  drew  quite  large  and  enthusiastic  crowds, 
not  all  in  agreement  with  the  program,  I  might  add,  and,  were  attended  by  County 
Supervisors. 

Out  of  this  experience  a  Sale  No.  53  Working  Group  was  formed  which  has  been 
meeting  regularly  and  appears  to  be  a  healthy  and  effective  medium  for  communi- 
cation with  local  groups  and  people.  The  Working  Group  is  composed  of  county 
representatives  and  Bureau  of  Land  Management  people  and  discusses  pertinent 
issues  on  the  basis  of  what  is  being  done,  what  needs  to  be  done,  and  how  it  will  be 
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accomplished.  Of  equal  importance,  those  county  representatives,  usually  from  the 
County  Planning  Offices,  serve  as  readily  accessible  contacts  for  any  citizen  wanting 
to  be  part  of  the  process  at  times  other  than  public  meetings  or  hearings.  We  are 
quite  pleased  with  the  results  of  this  new  arrangement  in  Federal-local  communica- 
tion and  plan  to  use  it  throughout  the  pre-sale  process. 

The  Intergovernmental  Planning  Program  is  another  new  and,  we  believe,  useful 
tool  for  assuring  the  increased  public  participation  required  by  the  Amendments, 
which  was  also,  as  you  know,  the  policy  of  the  Secretary  even  before  the  Amend- 
ments became  law  last  September. 

Under  this  program  a  Regional  Technical  Working  Group  is  being  established  as 
a  working  committee  of  the  National  OCS  Advisory  Board.  This  Group  is  composed 
of  representatives  of  the  Department  of  the  Interior,  including  BLM,  USGS,  and 
FWS,  and  of  several  Federal  agencies.  The  Environmental  Protection  Agency,  the 
National  Oceanic  and  Atmospheric  Agency  and  the  Coast  Guard  will  have  repre- 
sentatives, as  will  the  State.  Private  sector  representatives  are  being  appointed  to 
reflect  those  interest  groups  not  directly  associated  with  State  of  Federal  Govern- 
ment. 

This  Working  Group  will  be  in  existence  for  the  pre-  and  post-sale  activities  (if  the 
Secretary  does  in  fact  decide  to  hold  a  lease  sale)  and  will  review  and  comment  on  a 
number  of  the  technical  aspects  of  managing  the  OCS  oil  and  gas  program. 

All  of  these  cooperative  activities  and  methods  for  consultation  should  result  in 
assuring  that,  if  there  are  disagreements,  they  are  based  on  a  thorough  understand- 
ing of  the  different  perspectives  and  not  on  misunderstandings  caused  by  a  lack  of 
communication. 

The  process  designed  to  prepare  for  decisions  on  Sale  #53  is  really  just  beginning. 
The  earliest  a  sale  could  occur  is  in  May  1981  and  many  more  meetings,  reviews, 
consultations  and  negotiations  are  to  take  place  before  those  final  decisions  are 
made  by  the  Secretary.  We  believe  that  we  have  begun  this  process  for  Sale  No.  53 
in  a  way  that  is  open,  effective  and  fair. 

We  anticipate  that  many  helpful  ideas  will  be  available  to  the  Department  from 
all  those  with  an  interest  in  the  OCS  no  matter  how  different  their  views.  These 
ideas  will  come  from  informal  meetings,  institutionalized  contacts,  congressional 
hearings  such  as  this  one,  private  and  public  communications.  Every  one  will  be 
listened  to  carefully.  All  views  will  be  taken  into  account. 

While  I  cannot  promise  that  the  Department  will  agree  with  everyone,  I  can 
promise  that  we  will  ignore  no  one's  contribution.  The  system  is  set  up  to  accom- 
plish this  goal.  I  firmly  believe  it  will. 


State  of  California, 

Governor's  Office, 
Office  of  Planning  and  Research, 

Sacramento,  May  31,  1979. 

Hon.  Cecil  Andrus, 

Secretary,  Department  of  the  Interior, 

Washington,  D.C. 

Dear  Secretary  Andrus:  The  State  of  California  has  reviewed  Interior's  Draft 
Proposed  Five- Year  Leasing  Program  and  while  recognizing  the  need  for  a  geo- 
graphical distribution  of  lease  sales,  we  believe  there  are  other  factors  that  should 
be  given  greater  weight  when  selecting  the  timing  of  the  sale. 

First,  we  are  pleased  that  you  have  decided  to  prepare  an  Environmental  Impact 
Statement  on  the  leasing  program,  and  we  believe  that  no  policy  decisions  should  be 
made  on  a  proposed  leasing  program  until  an  EIS  that  adequately  addresses  the 
major  issues  set  forth  by  Interior  is  completed.  As  the  schedule  appears  now,  the 
Proposed  Leasing  Program  will  be  submitted  to  the  President  and  Congress  before 
the  EIS  is  completed. 

Secondly,  the  Bureau  of  Land  Management  has  received  funding  for  Environmen- 
tal Studies  that  will  carefully  survey  five  issues  of  major  concern  to  California. 
There  are,  however,  several  other  topics  of  equal  concern  that  are  not  currently 
funded.  The  Studies  program  can  only  be  useful  if  it  is  timed  so  that  the  studies  are 
completed  in  time  for  their  results  to  be  factored  into  the  leasing  decisions. 

Finally,  the  schedule  includes  four  sales  for  California  in  five  years.  This  places  a 
severe  burden  on  California  because  of  our  limited  OCS  development  and  our  need 
for  time  to  plan  for  onshore  impacts  of  this  development.  Two  sales,  in  1981  and 
1984,  are  scheduled  for  central  and  northern  California,  an  extensive  area  compris- 
ing two-thirds  of  our  coastline.  Vast  stretches  of  this  coastline  have  no  industrial 
development  and  have  great  value  as  scenic  and  biological  resources  for  the  nation. 


548 

We  urge  you  to  delay  any  sale  in  central  and  northern  California  until  1984  to  allow 
the  State  more  time  to  prepare  for  development. 

Attached  are  California's  recommendations  in  more  detail.  We  appreciate  the 
opportunity  to  review  your  program. 
Sincerely, 

Deni  Greene, 
Deputy  Director, 
Governor's  Representative  to  the 

National  OCS  Advisory  Board. 


State  of  California  Recommendation  on  Interior's  Draft  Proposed  5-Year 

OCS  Leasing  Program 

The  State  of  California  believes  that  adoption  of  the  five-year  leasing  schedule  is  a 
major  Federal  action  significantly  affecting  the  environment  and  therefore  requires 
preparation  of  an  Environmental  Impact  Statement  under  the  National  Environ- 
mental Policy  Act  prior  to  adoption.  The  mandatory  considerations  enumerated  in 
Section  208  Section  18(a)  (1-2)  of  the  OCS  Lands  Act  Amendments  of  1978  can  only 
be  adequately  addressed  in  a  current  analysis  and  comparison  of  the  areas  proposed 
for  leasing.  Use  of  a  five-year  old  programatic  EIS  is  insufficient  because  of  the 
changes  in  areas  leased  since  then,  and  the  lack  of  data  in  many  frontier  areas, 
especially  offshore  central  and  northern  California.  Although  California  is  com- 
menting on  the  proposed  draft  leasing  schedule  as  you  requested,  we  reserve  the 
right  to  submit  specific  comments  during  the  EIS  process  on  the  national  leasing 
program. 

The  State  of  California  recommends  to  the  Secretary  of  Interior  that  Lease  Sale 
No.  53  offshore  central  and  northern  California,  scheduled  for  May  1981,  be  dropped 
from  the  Draft  Proposed  Five-Year  OCS  Leasing  Program.  This  recommendation  is 
consistent  with  past  recommendations  of  the  State  on  Lease  Sale  No.  53.  If  the  sale 
is  disallowed,  we  support  the  Secretary's  option  of  substituting  in  that  time  frame 
another  sale  area  as  a  way  to  continue  offshore  leasing  so  that  the  energy  needs  of 
America  will  not  be  adversely  affected. 

The  State  recommended  in  July  1978,  at  the  time  of  the  Call  for  Nominations  for 
Lease  Sale  No.  53,  that  the  sale  be  halted  while  badly  needed  environmental  studies 
are  conducted  to  determine  whether  to  proceed  with  leasing  in  the  frontier  areas 
offshore  central  and  northern  California.  The  State  is  not  opposed  to  the  offshore 
production  of  oil  and  gas  but  insists  that  a  thorough  evaluation  be  made  of  the  risks 
posed  to  this  spectacular  and  environmentally  sensitive  coastline.  There  is  currently 
no  support  industry  for  offshore  oil  and  gas  development  in  the  No.  53  area,  as 
there  is  in  Southern  California,  and  intruding  industrial  development  in  most  of 
these  coastal  areas  would  be  incompatible  with  protection  of  scenic  and  environmen- 
tal resources  as  pointed  out  in  the  Draft  leasing  program  (Tab  C,  Area  10,  page  5). 

The  No.  53  area  is  extensively  populated  with  migrating  whales,  anadromous  fish, 
seals  and  sea  lions,  and  sea  birds.  In  Tab  C  of  the  Draft  leasing  program,  an 
example  of  the  diverse  habitats  and  wild  nature  of  the  coastline  is  well  described: 
"The  Farallon  Islands  is  the  largest  seabird  rookery  in  the  continental  U.S.  south  of 
Alaska.  Over  300  species  of  birds  use  this  habitat."  (Tab  C,  Area  10,  page  4). 
Increased  OCS  activity  in  this  area,  such  as  tanker  traffic,  could  greatly  disrupt  the 
rookeries  on  the  Farallon  Islands.  Limited  information  exists  on  the  movement  and 
extent  of  these  marine  resources  and  on  the  impacts  of  offshore  petroleum  on  such 
marine  life.  There  simply  is  not  the  information  or  analyses  at  present  for  Interior 
to  proceed  with  this  proposed  sale  with  the  assurance  that  such  resources  would  not 
be  placed  in  jeopardy.  Scheduling  a  sale  offshore  central  and  northern  California  for 
1984  would  permit  sufficient  time  to  complete  the  Environmental  Studies  and  not 
subject  this  unique  coastline  to  the  unknown  cumulative  effects  of  offshore  oil 
development  from  two  lease  sales.  Because  this  is  a  frontier  area  requiring  careful 
study,  the  State  also  recommends  that  central  and  northern  California  be  included 
in  Category  III  "New  Areas"  in  the  Planning  Intervals  set  forth  in  Tab  A  to  permit 
more  time  for  preparation  of  the  Environmental  Statement. 

After  enumerating  24  threatened  and  endangered  species  in  the  No.  53  area,  the 
Draft  goes  on  to  state  that  BLM  has  not  yet  made  a  formal  determination  of  the 
potentially  affected  species  as  required  by  the  Endangered  Species  Act.  It  is  entirely 
possible,  after  the  BLM  has  made  this  determination  and  upon  completion  of  their 
Environmental  Studies  for  the  area,  that  environmental  concerns  would  outweigh 
the  limited  benefits  of  the  sale,  leading  to  its  cancellation.  In  view  of  the  Secretary's 
preliminary  decision  to  add  yet  another  sale  offshore  central  and  northern  Califor- 
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nia  in   1984,  the  need  for  completion  of  these  Environmental  Studies  prior  to  a 
decision  to  hold  a  sale  is  crucial. 

The  geological  potential  of  the  central  and  northern  California  OCS  is,  by  Interi- 
or's own  evaluation  in  the  Draft,  low.  The  shallow  characteristics  of  the  sedimenta- 
ry basins  most  likely  to  contain  hydrocarbons  and  the  lack  of  the  type  of  rock  units 
that  form  producing  petroleum  reservoirs  indicate  a  moderate  to  low  potential  for 
finding  petroleum  in  the  No.  53  area.  The  Geological  Survey  ranked  central  and 
northern  California  16th  of  the  22  areas  proposed  for  leasing.  The  Draft  also 
recognizes  the  environmental  hazards  presented  by  the  San  Andreas  Fault  and  its 
subsidiary  faults,  which  run  through  most  of  the  No.  53  area. 

An  additional  concern  on  leasing  No.  53  area  in  1981  is  the  current  glut  of 
Alaskan  oil  on  the  West  Coast,  as  pointed  out  in  the  Draft,  Tab  F,  page  9: 

The  present  surplus  of  west  coast  crude  is  expected  to  grow  through  the  late 
1970's  and  early  1980's  as  new  offshore  production  in  California  and  Alaska  becomes 
available  and  as  production  from  Naval  Petroleum  Reserve  Number  1  at  Elk  Hills 
is  marketed.  A  wide  range  of  estimates  have  been  made  by  various  sources  of  the 
amount  of  surplus  expected  when  additional  actions  are  taken,  with  the  most  likely 
range  between  0.6  and  1.3  million  barrels  per  day  in  1985. 

California  state  government  and  oil  refineries  are  now  studying  the  state's  refin- 
ery configuration.  Results  from  this  study  effort  will  be  available  October  1979  and 
could  be  the  basis  for  industry  to  proceed  with  refinery  retrofit  so  that  additional 
quantities  of  California  and  Alaska  high  sulfur  crude  can  be  processed  into  clean 
fuels.  However,  this  retrofitting  will  cost  hundreds  of  millions  of  dollars  and  may 
not  be  completed  until  the  middle  of  the  next  decade. 

The  State  of  California,  in  cooperation  with  the  coastal  county  governments  of 
Santa  Barbara,  Los  Angeles,  Ventura  and  San  Diego,  continues  to  recommend 
adequate  monitoring  and  controls  for  OCS  development  to  insure  no  degradation  of 
onshore  air  quality.  Interior  should  also  continue  planning  for  transportation  of 
OCS  crude  by  pipeline  rather  than  oil  tankers  whenever  feasible  to  minimize  oil 
spill  risks  and  air  pollution.  These  planning  efforts  may  require  additional  time  now 
but  the  overall  process  will  benefit  if  all  parties  are  adequately  informed  as  to  air 
quality  considerations,  especially  for  frontier  areas  such  as  Northern  California. 

California  challenged  the  original  five-year  leasing  program  because  of  the  federal 
government's  failure  to  plan  OCS  development  in  coordination  with  a  national 
energy  plan  (People  v.  Morton).  Care  should  be  exercised  this  time  that  such  an 
effort  is  made  to  coordinate  OCS  development  with  national  energy  needs  and 
development  of  other  regional  energy  resources.  Such  action  will  prevent  one  region 
from  being  overwhelmed  by  OCS  development,  such  as  California  is  now,  with  four 
more  lease  sales  scheduled  in  five  years.  In  addition,  proper  planning  will  insure 
that  development  of  other  regional  energy  resources  is  not  lost  due  to  inadequate 
federal  staff  and  planning  money. 

Concerning  the  two  lease  sales  proposed  for  Southern  California,  a  Santa  Barbara 
Channel  sale  in  June  1982  and  a  Southern  California  sale  in  May  1983,  the  State 
urges  the  Secretary  not  to  consider  leasing  any  of  those  tracts  deleted  in  Lease  Sale 
No.  48,  particularly  those  offshore  the  northern  Channel  Islands  and  Santa  Barbara 
Island,  offshore  San  Diego  County,  and  within  the  Vessel  Precautionary  Area  off- 
shore the  Ports  of  Los  Angeles  and  Long  Beach. 

Because  of  the  lack  of  a  current  environmental  analysis  of  the  leasing  program, 
the  need  for  environmental  studies  in  the  frontier  area  of  northern  and  central 
California,  the  low  geologic  potential  for  finding  petroleum  in  the  Lease  Sale  No.  53 
area,  and  the  West  Coast  oil  supply  situation,  we  recommend  that  Lease  Sale  No.  53 
be  dropped  from  the  Five-Year  Leasing  Program  and  that  a  new  comprehensive 
environmental  impact  statement  be  prepared  to  enable  the  Interior  Department  to 
select  offshore  areas  for  leasing  over  the  next  five  years  on  a  strong  foundation  of 
environmental  protection  and  current  relevant  information. 


U.S.  Department  of  the  Interior, 

Office  of  the  Secretary, 
Washington,  DC,  August  10,  1979. 

Memorandum  to:  Tom  Reed  (legislative  liaison). 
From:  Director,  Office  of  OCS  Program  Coordination. 

Subject:  Request  for  information  by  staff  of  the  OCS  Select  Committee  on  the  OCS. 

Information  on  County  Supervisors'  involvement  in  meetings  held  in  California  on 

Sale  No.  53  was  requested  by  Archer  of  the  Committee  staff.  BLM,  Los  Angeles,  has 

reviewed   the   record  of  meetings  held   and  submitted   the  following   information: 
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County  supervisor  Meeting  date  and  place 

Fred  Lyons Jan.  17,  1979,  Redwood  City. 

Gary  Patten Jan.  18,  1979,  Santa  Cruz. 

Sam  Farr Do. 

Eric  Hedlund Jan.  24,  1979,  Eureka. 

Sarah  Parsons Do. 

John  Cimalino Jan.  25,  1979,  Fort  Bragg. 

Eric  Koenigshoffer Jan.  26,  1979,  Santa  Rosa. 

Mr.  Hughes.  Does  16  million  sound  about  right — 16  million 
acres? 

Ms.  Heller.  Probably.  It  could  be. 

Mr.  Hughes.  Just  a  year  and  a  half  ago  or  so  we  leased  acreage 
to  the  oil  industry  in  the  South  Atlantic  area  and,  to  date,  they 
have  not  begun  exploratory  work.  I  perceived  an  announcement 
recently  they  were  moving  a  rig  in  place  and  that  is  a  year  and  a 
half  after  we  actually  leased  in  that  area.  Isn't  that  so? 

Ms.  Heller.  I  believe  there  has  been  an  exploratory  well  drilled 
in  the  South  Atlantic. 

Mr.  Hughes.  I  was  not  aware  of  that.  I  know  that  for  well  over  a 
year  there  had  been  no  exploratory  work  performed.  And  looking 
at  the  acreage  that  is  projected  to  be  leased  off  the  California  coast, 
1.3  million  acres,  it  is  rather  obvious  that  much  of  that  acreage  has 
low  potential.  It  ranges  actually  anywhere  from  a  minimum  poten- 
tial of  zero  for  oil  in  the  Eel  River  and  Point  Arena  to  a  maximum 
of  145  million  barrels  potential  in  Point  Arena,  with  a  most  prob- 
able of  45  million.  And  yet  the  same  figures  indicate  that  Santa 
Maria  Basin,  for  instance,  has  a  minimum  potential  of  15  million, 
with  a  most  probable  potential  of  400  million  barrels  of  oil,  and  a 
maximum  of  1.440  million  barrels. 

Ms.  Heller.  My  figures  and  yours  are  slightly  different. 

Mr.  Hughes.  Well,  I  am  reading  from  just  the  data  that  was 
furnished  to  us  as  part  of  our  material.  What  are  your  figures? 

Ms.  Heller.  My  figures  for  Santa  Maria  are  a  risked  mean;  that 
is,  an  average  probability  of  402  million. 

Mr.  Hughes.  I  have  400  million. 

Ms.  Heller.  With  a  5  percent  probability  of  784  million,  and  a  95 
percent  probability  of  89  million.  So  the  low  and  high  there  are  a 
little  different. 

Mr.  Hughes.  I  see.  OK.  Well,  the  point  I  am  trying  to  make  is 
one  of  the  difficulties  we  have  is  trying  to  reconcile  our  efforts 
under  the  due  diligence  requirements  that  require  oil  companies  to 
produce  from  known  resources  in  areas  already  under  lease — 
where  we  have  had  some  difficulties  such  as  in  the  Santa  Barbara 
Channel  where,  I  believe,  the  Secretary  had  to  deliver  an  ultima- 
tum to  one  of  the  lease  owners  because  it  had  not  explored  during 
the  5-year  primary  term — and  our  leasing  of  additional  acreage, 
particularly  where  there  is  low  potential. 

I  wonder  if  you  can  tell  us  what  is  the  policy  of  the  administra- 
tion in  leasing  acreage  where  it  would  appear  that  there  is  low 
potential,  where  perhaps  there  is  high  risk,  when  we  know  that  the 
industry  has  limited  capital,  limited  equipment,  and  that  it  is  going 
to  require  some  prioritizing  of  those  resources  in  order  to  produce 
oil  for  this  country. 

Mr.  Langenkamp.  Let  me  just  make  a  general  statement  and 
then  I  think  Barbara  will  want  to  say  something  more  specific. 
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As  you  are  well  aware,  16  million  acres  is  a  very  small,  almost 
infinitesimal  portion  of  the  offshore  area.  As  I  mentioned  before,  as 
little  as  2  percent  of  the  OCS  area  in  the  United  States  is  under 
lease,  as  compared  to  a  figure  of  perhaps  30  percent  to  40  percent 
in  most  countries  around  the  world  that  have  OCS  areas. 

Generally,  with  regard  to  the  acreage  figures,  if  you  will  talk  to 
anyone  who  is  involved  in  the  business  of  acquiring  acreage  for 
either  small  independents  or  major  oil  companies,  you  will  find 
that  a  relatively  small  number  of  wells  are  needed  in  order  to 
prove  out  a  particular  prospect. 

Onshore,  if  you  want  to  drill  a  gas  well  you  go  out  and  lease  up 
two  or  three  sections;  you  drill  a  well,  and  on  the  basis  of  the 
information  gained  from  a  single  well,  maybe  10  sections  of  leased 
acreage  will  be  either  surrendered  because  it  has  no  value,  or  put 
on  the  back  burner  because  it  is  obvious  that  it  has  extremely  little 
value.  So  the  real  question  that  we  face  in  the  Department  of 
Energy,  and  we  are  presently  studying  a  way  to  approach  the 
diligence  question,  is  whether  or  not  the  major  and  independent  oil 
companies  in  this  country  that  are  going  offshore  are  doing  a  bad 
job  of  taking  the  acreage  that  they  have  got.  And  based  on  our 
preliminary  information,  they  are  not  doing  a  bad  job. 

Mr.  Hughes.  They  have  limited  capability,  though.  One  of  the 
difficulties  we  have  is  that,  although  16  million  acres  may  be  an 
infinitesimal  part  of  the  overall  offshore  acreage,  there  is  another 
aspect  to  developing  oil  and  gas,  and  that  is  the  ability  to  assimi- 
late new  acreage.  There  has  to  be  a  corresponding  determination  as 
to  whether  the  industry  has  the  ability  to  take  new  acreage.  When 
we  lease  new  acreage,  we  are  in  essence  determining  priorities,  we 
are  setting  a  primary  term  of  5  years,  and  we  are  saying  to  the 
industry  during  that  period  of  time  you  have  to  do  certain  things. 
That  means,  in  essence,  that  they  are  going  to  have  to  pull  rigs 
often  out  of  other  areas.  So  we  are  determining  priorities. 

My  question  is.  How  much  consideration  are  we  giving,  when  we 
are  entertaining  bids  for  areas — such  as  the  Eel  River  and  Point 
Arena,  to  the  fact  that  our  seismic  and  geophysical  information 
indicates  that  the  areas  are  areas  of  low  potential,  and  perhaps 
high  risk? 

Mr.  Langenkamp.  Well,  of  course,  if  you  look  at  the  area  in  the 
aggregate,  I  think  the  USGS  ranked  it  somewhere  in  the  middle  of 
the  areas  that  are  going  to  be  leased  in  the  next  5  years.  It  was 
right  around  the  median  point  as  far  as  attractiveness.  But  the 
industry  has  nominated  8  million  acres  out  there.  We  have  reduced 
that  to  1  million  acres.  I  would  suggest  that  you  ask  the  industry 
representatives  whether,  if  this  area  were  leased  to  them,  they 
would  be  able  to  respond  in  terms  of  manpower  and  material. 

Mr.  Hughes.  I  have  never  heard  a  representative  from  the  indus- 
try tell  us  he  did  not  need  more  acreage. 

Mr.  Langenkamp.  OK.  The  question  is  whether  or  not  the  man- 
power and  material  can  be  available  on  this  acreage.  Our  studies 
indicate  that  the  manpower  and  material  are  available  for  this 
acreage,  and  our  studies  further  indicate,  in  terms  of  material,  the 
leadtime  for  building  an  offshore  rig  is  considerably  less  than  the 
leadtime  for  getting  through  the  consulting  process  and  the  other 
bureaucratic  delays  in  conducting  a  lease  sale.  And  you  can  go 
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down  into  Congressman  Breaux's  area  in  Louisiana,  and  look  at 
those  large  rig  building  facilities,  and  many  times  those  offshore 
drilling  companies  build  those  rigs  based  on  the  existence  of  acre- 
age which  major  companies  or  independents  indicate  they  want  to 
drill,  and  based  on  that  interest  they  go  build  the  rigs. 

I  think  that  the  manpower  and  material  are  important  consider- 
ations, and  they  have  been  taken  into  consideration.  But  I  do  not 
think  that  we  ought  to  raise  the  strawman  of  unavailability  of 
manpower  and  material  to  cloud  the  issue  of  whether  or  not,  from 
a  balancing  of  the  equities,  we  ought  to  drill  offshore  in  northern 
California. 

Mr.  Hughes.  Well,  my  time  is  up.  I  appreciate  that.  But  I  would 
like  to  hear  sometime  as  to  what  is  the  cutoff  point.  Where  do  we 
determine  that  it  is  not  realistic  to  accept  nominations  in  areas? 
When  does  it  become  unrealistic?  When  the  potential,  from  our 
best  seismic  and  geophysical  information  indictes  that  it  is  5  mil- 
lion barrels  or  less?  What  is  it? 

I  have  never  heard  a  figure  that  is  used  by  either  industry  or 
government  to  indicate  where  we  should  be  saying,  "No,  this  acre- 
age is  not  available  at  this  time." 

Ms.  Heller.  Mr.  Chairman,  may  I  also  respond  briefly  to  some  of 
the  concerns  that  Congressman  Hughes  has  raised? 

I  do  not  think  you  can  come  up  with  a  threshold  number  for  any 
area  about  where  the  cutoff  is.  Every  area,  as  you  and  others  have 
pointed  out  this  morning,  is  different.  Our  job  in  the  Department  of 
the  Interior  under  the  mandates  of  the  OCS  Act  is  to  balance  the 
resource  potential  with  the  risk  toward  other  resources.  And  that 
is  what  we  try  to  do. 

You  raised  the  issue  of  resource  estimates.  You  know  and  we 
know  that  despite  the  fact  that  the  Geological  Survey  and  the 
companies  all  have  their  resource  estimates  before  an  oil  lease  sale, 
we  really  do  not  know  what  is  out  there,  and  this  has  been  proven 
time  and  again.  Everybody  points  to  the  Destin  Dome  where  it 
went  wrong.  But  it  goes  wrong  the  other  way  too,  where  resource 
estimates  have  been  low  and  the  finds  have  been  high.  We  really 
do  not  know  what  is  out  there  until  we  drill  a  well. 

Mr.  Hughes.  I  suppose  that  is  the  reason  we  should  be  using 
more  pre-lease  exploratory  work,  like  on-structure  stratigraphic 
drilling. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Lewis. 

Mr.  Lewis.  Mr.  Langenkamp,  I  would  be  interested  in  your  com- 
ments or  information  you  can  give  the  committee  relative  to  the 
court  decision  which  was  mentioned  in  this  morning's  briefing 
session,  relative  to  EPA's  authority  over  air  quality  and  what 
apparently  is  the  direction  of  the  courts  that  you  will  have  to 
substitute  that  authority  over  air  quality  questions  as  relates  to 
OCS  development. 

Mr.  Langenkamp.  Congressman  Lewis,  let  me  refer  that  to  the 
Deputy  Under  Secretary  of  Interior  to  answer.  We  consider  that  to 
be  primarily  their  jurisdiction  rather  than  ours. 

Mr.  Lewis.  I  hate  to  take  anything  away  from  you,  Ms.  Heller. 

Ms.  Heller.  Thank  you.  I  understand  there  was  a  court  decision 
recently.  I  have  not  seen  the  court's  decision,  so  I  cannot  comment 
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very  knowledgeably  on  it.  I  understand  that  it  did  grant  jurisdic- 
tion of  the  air  quahty  issue  to  the  Department  of  Interior.  We  will 
be  acting  accordingly.  Needless  to  say,  EPA  has  substantial  exper- 
tise in  the  air  quality  area,  and  we  have  been  and  will  be  working 
very  closely  with  them. 

Mr.  Lewis.  The  State  of  California  has  some  interest  in  the 
question  of  air  quality  and  the  impact  OCS  might  have  upon  that. 
It  is  my  understanding  that  the  air  quality  questions  that  arise  as 
a  result  of  OCS  at  least  as  the  case  interprets  it,  your  department 
will  have  jurisdiction  which  supersedes  EPA.  I  would  be  very  inter- 
ested for  the  record  to  have  your  people  as  they  evaluate  that 
question  submit  it  to  us  for  our  own  views. 

Ms.  Heller.  We  would  be  glad  to  do  that. 

Mr.  Lewis.  No  further  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Miller. 

Mr.  Miller.  Thank  you,  Mr.  Chairman.  I  would  like  to  continue 
to  pursue  the  point  raised  by  Mr.  Hughes,  and  that  is  we  are  here 
this  morning  talking  about  sale  53.  And  Mr.  Langenkamp  talked 
about  looking  at  it  in  the  aggregate. 

My  question  is  this:  Now  that  the  price  of  oil  has  been  somewhat 
decontrolled  and  will  continue  to  be  even  more  decontrolled,  indus- 
try is  making  different  judgments — and  I  will  ask  this  question  of 
the  industry  also — about  where  it  is  feasible  to  drill. 

But  we  have  seen  testimony  and  studies,  Mr.  Langenkamp,  that 
would  contradict  something  what  you  said.  The  GAO  said  in  the 
past  we  have  leased  too  much  land,  there  have  not  been  the  facili- 
ties to  keep  up  with  it,  there  has  not  been  the  manpower,  there 
have  not  been  the  rigs  available.  And  my  concern  is  that  as  we  see 
tremendous  potential  off  of  Santa  Maria,  as  we  see  other  areas  that 
are  already  under  lease  that  have  potential,  what  is  the  Depart- 
ment of  Energy  or  the  Department  of  the  Interior  doing  about 
trying  to  set  some  priorities  as  to  where  we  are  most  likely  to  find 
substantial  amounts  of  oil,  to  see  that  those  are  drilled. 

And  why  is  sale  53  all  up  and  down  the  coast?  Why  couldn't  it  be 
sale  53,  54,  55,  based  upon  the  probabilities  and  the  likelihood. 
Why  do  you  lump  in  areas  where  there  is  a  probability  of  finding 
relatively  little  oil,  high  ecological  damage,  with  those  areas  where 
you  have  a  probability  of  finding  greater  amounts  of  oil  with  either 
the  same  or  less  risk.  That  is  my  concern. 

And  then  we  have  the  issue  of  those  lands  that  have  already 
been  leased,  that  have  not  been  drilled,  and  where  do  they  fit  into 
the  priority  of  getting  oil  onshore  America  as  soon  as  you  can  to 
deal  with  the  energy  crunch  that  you  have  expressed  concern 
about. 

Just  the  simple  leasing  of  acreage  is  not  really  related  to  the 
production  of  oil.  We  know  that.  You  actually  in  fact  drill  very 
little  of  the  acreage  to  produce  most  of  the  oil.  But  the  question  is. 
How  is  the  inventory  being  rolled  over,  how  is  making  the  determi- 
nations how  it  should  be — half  we  exhausted  the  existing  areas 
that  are  leased  before  we  come  into  a  tenuous  area  like  the  north 
coast  of  California,  or  some  of  the  areas  of  Alaska?  Or  is  this  an 
orderly  process  which  brings  us  to  the  conclusion  that  sale  53 
ought  to  take  into  consideration  drilling  the  entire  California  coast. 
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I  think  that  is  what  the  people  are  concerned  about,  when  they 
hear  these  figures,  that  one  area  can  deliver  you  tremendous  yield 
in  relationship  to  the  other  area— why  are  they  in  the  same  sale? 
Why  don't  we  progress  with  one  after  the  other.  And  some  day  you 
know  you  will  drill  onshore  in  Alaska,  and  as  the  lights  go  out  in 
America  50  years  from  now,  you  may  drill  in  San  Francisco  Bay. 
But  that  will  be  based  upon  priorities  and  needs.  But  I  do  not  see 
the  process  setting  that  up  at  this  point. 

Ms.  Heller.  Let  me  give  a  couple  of  responses  to  the  concerns 
you  have  raised,  if  I  might. 

One  has  to  do  with  the  size  of  the  area  leased.  As  you  may  recall, 
under  the  previous  administration's  leasing  schedule,  sale  53  in- 
cluded northern  California,  Washington,  and  Oregon.  We  have 
shrunk  the  size  of  this  sale  area  considerably.  As  you  know  also, 
once  we  put  a  sale  on  the  schedule,  we  go  through  this  long  process 
which  I  mentioned  earlier.  We  are  now  in  the  impact  statement 
studying  process. 

As  Chairman  Murphy  mentioned  earlier  for  sale  48  we  deleted 
63  tracts  before  the  final  sale  notice.  We  go  through  that  kind  of  a 
process  on  every  sale  as  we  refine  our  priorities  and  balance  the 
risks,  and  get  comments  from  State  and  local  governments. 

The  other  question  you  raised  essentially  has  to  do  with  the 
rollover  of  leases;  basically  diligent  exploration  and  development  of 
leases  after  they  are  sold. 

Leases  under  the  terms  of  the  OCS  Act  have  a  5-year  term.  We 
basically  have  the  5-year  term  to  make  sure 

Mr.  Miller.  I  understand  all  of  that.  My  point  is  whenever  the 
tracts  that  are  agreed  on  are  put  out  for  bid,  at  the  end  of  that 
process  the  companies  will  be  allowed  to  bid  on  tracts  in  Santa 
Maria,  let's  assume  the  sale  is  the  tracts  now  determined— the  IVb 
million  acres.  They  will  be  allowed  to  bid  in  Santa  Maria,  Point 
Reyes.  After  that  is  done,  they  will  then  make  an  independent 
determination  mof  where  they  want  to  drill.  They  can  drill  on  the 
tract  they  leased  in  the  north  or  in  the  south.  There  is  not  priority 
within  the  sale.  Supposedly  economics  will  determine  that. 

Ms.  Heller.  Economics  should  determine  that  in  part.  The  De- 
partment of  the  Interior  has  the  authority  to  approve  exploration 
and  production  and  development  plans.  You  are,  I  know,  familiar 
with  our  diligence  policy.  Those  leases  have  to  be  explored  and 
developed  and  produced  within  a  certain  period  of  time  or  the 
leases  come  back.  And  we  have  been  enforcing  that  policy.  Secre- 
tary Andrus 

Mr.  Miller.  That  is  my  point.  You  are  encouraging  them  to  drill 
in  an  area  where  there  is  a  lack  of  probability,  a  minimal  probabil- 
ity, as  well  as  encouraging  them  to  drill  in  an  area  of  maximum 
probability. 

Ms.  Heller.  But  those  figures  are  nothing  more  than  probabil- 
ities. If  you  are  trying  to  find  out  how  much  oil  and  gas  this  Nation 
has,  you  have  to  go  out  and  drill  that  first  well. 

Mr.  Miller.  I  understand.  But  I  assume  the  figures  are  devel- 
oped in  some  sense  of  shared  data  within  your  departments  or  even 
with  the  industry. 
Ms.  Heller.  Sure. 
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Mr.  Langenkamp.  One  thing  that  probably  should  be  focused  on. 
You  will  see  this  when  the  bids  come  in  for  the  tracts,  you  will  see 
one  company  for  one  reason  or  another  bidding  in  the  area  that 
has  high  potential  for  gas  and  no  potential  for  oil,  or  perhaps  for 
geographical  reasons,  maybe  it  is  closer  to  the  existing  rigs.  So  you 
will  see  a  spread.  And  you  will  see  a  disagreement,  a  wide  disagree- 
ment, between  the  USGS  figures  and  the  figures  that  the  compa- 
nies themselves  have  come  up  with.  And  I  think  that  it  is  a 
mistake  to  try  to  put  too  much  of  a  point  on  these  reserve  figures. 
These  companies  will  make  substantial  bonus  bids  to  get  the  right 
to  explore  during  this  5-year  period.  And  considering  the  difficul- 
ties of  getting  a  rig  in  place  in  5  years,  that  is  a  considerable 
diligence  obligation  on  their  part. 

You  are  right.  Diligence  cuts  both  ways.  If  you  tell  a  particular 
company  that  they  will  have  a  rig  on  location  No.  5  and  they  were 
planning  on  putting  it  on  No.  7,  where  they  had  an  extra  3  years, 
and  you  are  going  to  cancel  their  lease,  they  have  got  to  make  a 
judgment  at  that  point  where  to  put  that  rig,  or  they  have  got  to 
build  a  new  rig. 

Mr.  Miller.  That  is  my  concern  about  the  sale  53.  It  takes  in 
areas  of  low  and  high  probability.  Why  shouldn't  sale  53  take  in 
Santa  Maria,  and  sale  54  Santa  Cruz,  and  sale  55  Point  Reyes,  or 
whatever? 

Mr.  Langenkamp.  If  they  occurred  simultaneously,  you  would 
have  no  particular  impact.  The  companies  would  still  have  to  make 
that  determination. 

Mr.  Miller.  They  in  fact  have  taken  place  simultaneously  at  this 
point.  I  am  suggesting  that  they  would  not,  but  they  be  based  upon 
some  priorities  on  how  soon  can  you  get  oil  to  the  American 
market,  what  is  the  likelihood  of  doing  that.  I  understand  we  have 
been  through  years  of  hearing  the  testimony,  the  problems  of  off- 
shore oil  drilling,  and  dry  holes  and  successes  and  failures.  But  I 
am  still  concerned,  this  wide  range  of  area  set  out  as  a  nomxination 
in  one  sale. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Clausen. 

Mr.  Clausen.  Thank  you,  Mr.  Chairman. 

Ms.  Heller,  you  have  focused  on  what  I  have  learned  from  our 
relationship  with  you  and  Secretary  Andrus — that  is,  really  trying 
to  balance  the  resource  potential  with  the  risks.  And  this  is  all  that 
is  involved.  I  want  to  say  for  the  record  that  I  believe  you  have 
worked  diligently  for  that  objective,  as  I  have  observed  it. 

Now,  going  to  Mr.  Langenkamp's  remarks,  I  think  both  of  you  as 
witnesses  can  testify  to  the  fact  that  I  have  a  record  that  is  direct- 
ed toward  a  balance  between  energy,  the  economic  and  the  envi- 
ronmental factors,  throughout  the  time  that  I  have  been  in  the 
Congress.  An  example  of  that  is  that  the  oil  resource  potential 
from  the  North  Slope  would  not  be  here  today  had  it  not  been  for 
the  fact  that  some  of  us  bit  the  bullet  and  said  that  we  were  going 
to  move  that  oil  to  the  market  potential. 

So  again,  while  I  have  maybe  a  different  and  a  very  strong  point 
of  view  as  relates  to  what  we  are  addressing  here  today,  it  has  been 
healthy  that  you  have  presented  to  this  committee  the  magnitude 
of  the  problem  as  it  relates  to  energy. 
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But  having  said  that,  and  we  get  down  to  what  I  think  is  the 
focus  of  this  hearing,  the  question  of  prioritizing  certain  areas.  We 
are  not  deaUng  with  just  the  north  coast  of  Cahfornia  inventory. 
There  is  a  substantial  inventory  in  the  southern  Cahfornia  area. 
The  fact  that  we  are  now  moving  toward  the  decontrol  policy  by 
the  administration,  which  I  think  frankly  is  long  overdue,  will 
bring  into  our  total  inventory  on  the  west  coast  tremendous  vol- 
umes. And  so  it  is  to  that  end  that  we  tend  to  focus  in  on  the 
prioritizing  question. 

But  I  would  also  make  a  key  point.  While  we  can  talk  about 
inventories,  there  are  a  number  of  factors  that  have  to  be  ad- 
dressed in  a  positive  way  if  we  are  going  to  address  not  only 
California's  energy   requirements,  but  also  the   Nation  at  large. 

One  of  the  fundamental  problems  in  California  is  the  lack  of  an 
adequate  refining  capacity.  And  there  is  a  need  for  a  policy  of 
incentives  to  move  in  the  direction  of  providing  a  retrofit  capabili- 
ty. That  would  do  a  lot  as  far  as  California  is  concerned.  And 
second,  and  you  are  fully  familiar  with  this,  and  that  is  from  the 
standpoint  of  the  Nation  at  large,  the  lack  of  a  west-to-east  distri- 
bution network  is  a  key  requirement  in  order  to  meet  what  were 
the  initial  objectives  of  the  Alaska  pipeline,  to  distribute  that  en- 
tire North  Slope  oil  to  all  of  the  lower  48  States. 

So  I  am  trying  to  place  in  perspective  what  I  perceive  to  be  a 
balanced  outlook  on  this  entire  question.  But  we  are  dealing  with  a 
very  unique  area.  There  are  many,  many  people  up  there  that 
simply  cannot  vacate  the  attitude  that  the  volumes  that  are  in- 
volved there  are  simply  not  worth  the  risks. 

And  so  I  just  wanted  to  make  clear  where  I  have  been  and  will 
continue  to  be  as  far  as  this  particular  issue  is  concerned.  And  I 
will  be  working  with  you  at  the  Washington  level  toward  the  kinds 
of  objectives  that  you  have  addressed. 

I  also  want  to  have  the  kinds  of  considerations  for  our  particular 
problems  that  we  will  be  hearing  the  rest  of  the  day.  Thank  you. 

The  Chairman.  Mr.  Burton. 

Mr.  Burton.  Mr.  Langenkamp,  what  did  you  do  before  you  did 
what  you  do  now? 

Mr.  Langenkamp.  I  was  a  lawyer. 

Mr.  Burton.  For  whom? 

Mr.  Langenkamp.  For  myself.  I  was  a  lawyer  in  Tulsa,  Okla. 

Mr.  Burton.  Associated  with  the  industry? 

Mr.  Langenkamp.  In  what  respect? 

Mr.  Burton.  Were  you  a  lawyer  for  the  oil  industry? 

Mr.  Langenkamp.  No;  I  was  not  a  lawyer  for  the  oil  industry.  I 
primarily  was  a  litigator,  Mr.  Burton. 

Mr.  Burton.  P.L  litigation? 

Mr.  Langenkamp.  As  a  matter  of  fact,  most  of  my  experience 
involves  suing  the  oil  companies. 

Mr.  Burton.  On  behalf  of 

Mr.  Langenkamp.  Individuals. 

Mr.  Burton.  All  right.  I  would  like  to  ask 

Mr.  Langenkamp.  Let  me  say,  though,  that  I  do  not  consider  the 
fact  that  I  grew  up  in  Tulsa,  Okla.,  as  any  disqualification. 

Mr.  Burton.  Now,  are  you  saying  that  the  way  to  discover  oil  is 
to  drill  for  it? 
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Mr.  Langenkamp.  That  is  correct. 

Mr.  Burton.  Now,  the  law  provides — and  this  is  I  think  our 
asset,  the  people's  asset  that  is  down  there — it  is  not  owned  by 
anybody  but  the  people  of  the  country — that  the  law  provides  that 
the  Department  of  Interior  could  do  some  exploration  to  determine 
the  potential  benefit,  I  guess,  of  a  certain  area,  which  then  would 
allow  them  to  maybe  break  tracts  up  and  get  the  highest  price  for 
what  they  are  leasing. 

I  mean  when  you  dump  in  the  Eel  with  Santa  Maria,  what  you 
are  in  effect  saying  is  you  take  a  good  case  of  oranges  and  a  case  of 
scrub  oranges  and  you  beat  the  price.  And  it  does  not  seem  to  be  a 
good  way  to  find  out  whether  the  Americans  are  going  to  get  the 
best  benefit  both  of  return  on  revenue  from  whatever  results  we 
get,  plus  that  the  oil  company  drilling  will  be  so  efficient  that  we 
will  get  a  good  return  on  the  revenue  that  they  pay  in  taxes. 

Now,  isn't  that  a  better  way  to  go?  If  you  are  the  seller,  wouldn't 
it  be  better  for  you  to  find  out  the  value  of  what  you  are  putting 
out  to  lease  and  put  it  out  in  such  a  way  that  you  get  the  best  lease 
and  that  you  don't  take  the  Hyatt  Regency  and  throw  it  in  with 
284  Jerk  Street,  and  take  a  vote? 

Mr.  Langenkamp.  First  of  all,  you  are  addressing  the  same 
question  that  Congressman  Miller  did. 

Mr.  Burton.  Yes,  the  people's  money. 

Mr.  Langenkamp.  I  think  it  is  a  good  question.  And  to  a  large 
extent,  Barbara  Heller  is  going  to  have  to  justify  the  configuration 
of  the  particular  sale.  First  of  all,  you  are  going  through  the  bonus 
bid  procedure.  Whatever  other  procedure  you  use,  there  are  going 
to  be  a  certain  number  of  tracts  even  after-  the  tracts  have  been 
reduced  from  8  million  acres  down  to  1  million  acres — a  certain 
number  of  tracts  which  receive  no  bids.  There  will  be  a  number  of 
tracts  which  will  receive  bids,  but  they  will  be  below  the  acceptable 
level  and  be  rejected.  Hopefully  that  will  reject  the  cats  and  dogs. 

Mr.  Burton.  But  you  have  cats  and  dogs  in  the  same  litter  here. 
I  am  not  trying  to  get  Jerry  Lewis'  district  shut  off  by  rigs.  But  you 
have  cats  and  dogs  in  this  one  tract. 

Mr.  Langenkamp.  In  the  same  tract.  I  doubt  if  that  actually  is 
the  case. 

Mr.  Burton.  Well,  the  Eel  River,  where  you  have  three  if  you 
are  lucky,  and  Santa  Maria,  where  you  have  a  pretty  good  shot  if 
you  are  lucky.  I  think  that  is  cats  and  dogs. 

Mr.  Langenkamp.  I  am  talking  about  the  number  of  tracts  that 
would  be  bid  on  by  the  companies.  They  will  have  the  option  of 
excluding  those  that  they  consider  not  to  be  worth  the  bonus 
amount.  To  a  certain  extent  the  cats  and  dogs  won't  be  bid  upon,  or 
the  bids  will  be  so  low  they  will  not  be  accepted.  That  still  does  not 
answer  the  question  of  how  do  you  make  up  a  sale.  Now,  should 
you  make  up  a  sale  excluding  all  tracts  that  are  not  as  attractive 
as  those  that  are  considered  the  most  attractive? 

All  I  can  say  here  is  that  the  Department  of  the  Interior  makes 
the  determination,  and  perhaps  can  explain  the  preliminary  Plim- 
soU  line  is  for  determining  what  tracts  are  excluded  because  they 
are  not  sufficiently  attractive. 

Mr.  Burton.  How  many  test  wells  have  been  drilled  in  the  53 
area  that  determine  actual  reserves? 
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Ms.  Heller.  I  believe  we  have  had  one  cost  well,  that  is  a 
continental  off-structure  stratigraphic  well,  drilled  in  the  Point 
Conception  area.  To  my  knowledge  that  is  the  only  one. 

Mr.  Burton.  In  other  words.  Interior  isn't  doing  exploration  to 
really  find  out  the  value  of  the  property  of  the  American  people 
that  is  put  out  to  bid? 

Ms.  Heller.  No,  but  if  I  can  give  you  a  partial  answer  to  that, 
we  do  have  regulations  that  are  out  in  proposed  form,  and  due  out 
in  final  form  some  time  next  month,  that  would  extend  the  cost 
well  program;  that  is,  the  off-structure  drilling  program,  to  allow 
the  same  kind  of  program  on  structure.  And  we  will  be  pursuing 
that  . 

Mr.  Burton.  Isn't  it  a  good  investment  for  the  landlord  to  make 
a  determination  of  the  value  of  the  property  he  or  she  is  going  to 
lease? 

Ms.  Heller.  I  think  you  have  to  ask  your  taxpayers  that,  Con- 
gressman. 

Mr.  Burton.  Yes.  I  am  a  taxpayer.  And  I  think  you  are  a 
taxpayer.  And  I  think  the  people  here  are  taxpayers.  And  they  are 
paying  our  salary.  So  I  am  asking  the  question.  I  mean,  doesn't  it 
make  sense?  The  department  was  specifically  given  authority  for 
some  reason,  and  it  would  be  my  assumption  to  make  a  determina- 
tion that  we  ought  to  lease  this  for  so  much  money. 

Ms.  Heller.  The  reason  that  we  propose  regulations  as  we 
did 

Mr.  Burton.  As  opposed  to  doing  the  stuff  ourself? 

Ms.  Heller.  As  opposed  to  doing  the  stuff  ourself. 

Is  that  the  companies  will  pay  for  it  rather  than  the  taxpayer, 
and  you  will  get  the  same  result;  that  is,  you  will  have  people  out 
there  drilling  before  a  sale  without  the  taxpayer  footing  the  bill. 

Mr.  Burton.  And  you  get  the  same  amount  of  money? 

Ms.  Heller.  Get  the  same  amount  of  money  from  what? 

Mr.  Burton.  From  the  bids. 

Ms.  Heller.  I 

Mr.  Burton.  You  don't  understand? 

Mr.  Langenkamp.  To  the  extent  that  a  cost  well  or  any  other 
kind  of  a  preleasing  well,  the  information  from  that  well  is  made 
available,  it  will  drastically  affect  the  values  of  those  leases.  If  the 
indication  is  favorable,  it  will  increase. 

Mr.  Burton.  Will  we  have  a  series  of  test  wells  before  you  lease? 

Ms.  Heller.  On  sale  53? 

Mr.  Burton.  Yes. 

Ms.  Heller.  It  is  possible  that  we  could  have  some.  I  do  not 
know  if  I  would  say  we  would  have  a  series.  Probably  not. 

Mr.  Burton.  I  would  just  like  to  ask  two  more  questions,  one  of 
which  will  be  compound. 

The  industry,  out  of  the  munificence  of  its  heart,  is  going  to  do 
the  test  wells,  to  determine  what  is  there  like  if  there  is  a  lot  of 
reserves  or  a  little. 

Ms.  Heller.  Yes. 

Mr.  Burton.  Now,  is  that  a  consortium,  or  just  one  company?  Do 
they  have  an  institute  to  do  that?  In  other  words,  if  Shell  does  the 
exploration  and  somebody  else  sinks  the  bit. 
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Ms.  Heller.  No.  The  way  the  cost  well  program  has  worked  is 
that  if  one  company  submits  an  application  it  then  has  to  be  open 
to  all  others  at  the  price  of  buying  in,  and  the  information  is 
available  to  the  government  as  well  as  to  the  companies. 

Mr.  Burton.  Now,  they  used  to  have  an  agreement  in  the  Middle 
East  where  they  had  to  drill  so  many  wells,  and  to  keep  production 
down  they  used  to  go  out  and  drill  dry  wells.  Is  there  any  chance 
that  the  industry  might  drill  a  well  that  shows  it  is  not  as  good  as 
it  might  have  been  if  you  drilled  the  well? 

Ms.  Heller.  That  would  not  be  in  their  interest  in  this  case.  The 
U.S.  Geological  Survey  participates  in  the  selection — in  the  deci- 
sion about  where 

Mr.  Burton.  OK.  So  that  is  supervised? 

Ms.  Heller.  Yes.  And  approved  under  a  permit. 

Mr.  Burton.  There  is  compensation  for  fishermen.  There  is  com- 
pensation, I  guess,  for  damage  to  the  environment.  I  don't  see 
anything  in  here,  and  I  guess  the  committee  might  have  to  think  of 
that  later,  but  is  there  compensation  for  recreation  area  people 
that  are  going  to  get  screwed  up,  sports  fishermen,  their  businesses 
that  will  be  adversely  affected? 

Ms.  Heller.  Are  you  talking  about  in  case  of  an  oilspill? 

Mr.  Burton.  I  thought  it  was  just  fishermen.  You  put  oil  wells 
out,  there  is  a  question  of  whether  the  recreation  usage  of  that 
area  is  going  to  go  down  the  tube. 

Ms.  Heller.  There  is  compensation  for  damages  under  the  oil- 
spill  liability  fund  for  anybody.  There  is  a  fishermen's  gear  com- 
pensation fund  that  was  established  to  compensate  fishermen  for 
the  loss  of  gear  that  was  caused  by  oil  operations. 

Mr.  Burton.  OK.  The  last  question  is  to  you,  I  think,  sir,  who 
said  that  all  these  figures  we  hear  really  don't  mean  anything 
because  nobody  knows. 

Mr.  Langenkamp.  I  think  you  just  have  to  be  realistic.  They  are 
the  best  figures  you  have.  A  dozen  wells  were  drilled  at  Prudhoe 
before  it  was  indicated  that  you  had  a  10  billion-barrel  field.  And 
the  Mexican  reserves,  as  I  pointed  out,  lay  there  for  four  decades, 
considerable  exploration  was  going  on  in  Mexico,  and  no  one  knew 
they  were  there.  So  we  have  to  approach  these  figures  for  what 
they  are,  and  that  is  they  are  the  best  guess,  but  still  just  guesses. 

Mr.  Burton.  So  we  should  not  pay  any  attention  to  them? 

Mr.  Langenkamp.  They  are  the  only  figures  you  have,  so  you 
have  to  pay  attention  to  them.  I  don't  disagree  with  those  who  say 
you  have  to  measure  the  resource  that  we  think  is  available  versus 
the  attractiveness  of  the  area.  That  is  a  very  legitimate  decision.  I 
think  in  this  case  that  decision  has  been  made  in  a  rational  way. 

Mr.  Burton.  Thank  you  very  much. 

The  Chairman.  Mr.  McCloskey. 

Mr.  McCloskey.  Mr.  Langenkamp,  in  the  Federal  heirarchy  of 
agencies  dealing  with  energy,  you  are  the  lead  agency  in  determin- 
ing the  priorities,  whether  we  go  ahead  with  drilling  or  not  are  you 
not? 

Mr.  Langenkamp.  I  would  not  agree  with  that.  We  have  a  heavy 
responsibility  in  this  regard  to  energy.  But  when  we  enter  the  area 
of  leasing,  the  authority  is  divided  between  Energy  and  Interior, 
and  maybe  I  could  just  give  you  a  quick 
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Mr.  McCloskey.  Under  the  law  enacted  by  Congress,  the  respon- 
sibility of  a  national  energy  program  rests  with  you,  does  it  not? 

Mr.  Langenkamp.  That  is  correct.  And  we  have  prepared  produc- 
tion goals  with  regard  to  the  Continental  Shelf. 

Mr.  McCloskey.  I  would  like  to  draw  your  attention  to  the 
problem  of  priorities.  You  are  proposing  lease  sale  53  to  drill  for 
perhaps  550  million  barrels  of  oil  off  the  California  coast.  It  is  a 
fact,  is  it  not,  that  there  are  over  3  billion  barrels  of  oil  off  the 
coast  of  Vietnam  which  this  Government  by  a  simple  decision  to 
recognize  the  Government  of  Vietnam  would  be  entitled  to  drill 
for? 

Mr.  Langenkamp.  I  cannot  testify  on  what  the  reserves  are  off 
Vietnam.  I  think  it  is  fair  to  say  that  it  is  recognized  that  there  are 
reserves,  substantial  reserves  there. 

Mr.  McCloskey.  Let  me  just  give  you  my  personal  experience. 
Just  before  South  Vietnam  fell,  Ambassador  Martin  testified  to  the 
Congress  there  were  over  3  billion  barrels  of  oil  off  the  South 
Vietnamese  coast.  The  price  to  the  Government  of  the  United 
States  for  drilling  for  that  oil  by  our  own  oil  companies  is  the 
recognition  of  the  Government  of  Vietnam.  It  seems  to  me  that 
before  you  drill  off  the  California  coast  you  should  answer  the 
question  why  you  are  ignoring  this  opportunity  off  Vietnam.  It 
seems  to  me  the  Secretary  ought  to  take  up  that  matter  and  ought 
to  take  it  up  with  the  President.  The  decision  to  recognize  Vietnam 
would  make  available  six  times  the  potential  oil  off  the  California 
coast.  It  seems  to  me  that  under  the  national  energy  policy  this  is 
your  Department's  responsibility,  to  at  least  take  it  up  with  the 
State  Department  and  the  White  House.  Why  are  we  not  going 
ahead  with  that? 

Mr.  Langenkamp.  I  will  make  a  special  note  of  that  particular 
situation.  But  let  me  observe  that  we  are  there  talking  about 
offshore  production  in  another  country,  very  similar  to  the  offshore 
production  and  the  onshore  production  throughout  the  world,  that 
can  be  interrupted  at  any  point.  And  our  real  thrust  is  to  try  to  get 
domestic  production. 

Mr.  McCloskey.  I  understand  that.  But  having  the  responsibility 
for  national  energy  policy,  certainly  it  impacts  on  your  choice  of 
priorities  as  to  whether  or  not  the  factors  that  keep  us  from 
recognizing  Vietnam  and  making  that  source  available  ought  to  be 
compared  with  the  environmental  impact  of  domestic  drilling. 

Mr.  Chairman,  I  wonder  if  we  might  give  the  witness  30  days  to 
submit  in  writing  a  response  as  to  what  the  factors  are  that  have 
thus  far  that  have  resulted  in  U.S.  companies  prohibition  to  con- 
duct drilling  operations  off  the  Vietnamese  coast.  I  ask  unanimous 
consent  that  the  witness  respond  in  writing  within  30  days  as  to 
the  administration's  position  on  that  point. 

Mr.  Langenkamp.  I  would  be  glad  to  submit  for  the  record  our 
position  on  that. 

The  Chairman.  The  record  will  be  open  for  that  period  of  time. 

[The  information  follows:] 

Oil  Exploration  Relations  Between  the  United  States  and  Vietnam 

The  United  States  continues  to  believe  that  diplomatic  relations  between  the 
United  States  and  the  socialist  Republic  of  Vietnam  would  be  to  the  the  mutual 
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advantage  to  both  nations.  Normalization  of  relations  with  Vietnam  does  remain 
and  objective  of  U.S.  foreign  policy.  However,  since  the  earliest  discussions  that  this 
Administration  has  had  with  the  Vietnamese  Government,  we  have  made  clear  to 
the  Vietnamese  that  our  attitude  toward  other  countries  is  inevitably  affected  by 
their  actions  and  policies  toward  their  neighbors.  Vietnam's  invasion  and  occupa- 
tion of  its  neighbor,  Kampuchea,  has  blocked  progress  toward  normalization  of 
relations  at  this  time. 

The  U.S.  is  interested  in  promising  hydrocarbon  rich  areas  of  the  world  in  the 
hopes  of  diversifying  our  sources  of  crude  oil  supplies.  Because  of  our  sophisticated 
technology  in  drilling  techniques,  the  U.S.  is  a  leader  in  offshore  exploration  and 
development  worldwide.  However,  U.S.  companies  interested  in  such  activities  off- 
shore Vietnam  have  been  inhibited  by  the  lack  of  normal  relations  and  the  econom- 
ic embargo  of  Vietnam.  Non-U.S.  multinational  companies  who  once  operated  off 
Vietnam  have  abandoned  activity  there  because  of  bureaucratic  barriers  and  Viet- 
namese preoccupation  with  internal  problems. 

Mr.  McCloskey.  Mr.  Langenkamp,  the  statement  of  you  and 
Mrs.  Heller  was  to  the  effect  that  this  was  a  cooperative  effort  with 
the  State.  I  would  like  to  read  the  basic  OCS  language  to  you  in 
that  respect.  One  of  the  purposes  of  the  act  was  to  assure  the 
States — through  local  governments — that  they  have  timely  access 
to  information  regarding  activities  on  the  Outer  Continental  Shelf 
and  that  they  would  have  an  opportunity  to  review  and  comment 
on  decisions  relating  to  such  activities.  Further,  that  they  would  be 
provided  an  opportunity  to  participate  in  policy  and  planning  deci- 
sions relating  to  management  of  the  resources  of  the  Outer  Conti- 
nental Shelf. 

Now  we  are  going  to  get  testimony  later  today  from  the  chair- 
man of  the  board  of  supervisors  of  San  Mateo  County,  and  I  will 
quote  it: 

During  the  course  of  my  testimony  I  will  be  telling  you  among  other  things  that 
local  government  has  been  largely  ignored,  even  though  the  OCS  amendments 
require  that  they  be  included  in  the  process. 

Former  Senator  Peter  Behr  of  Marin  County  is  going  to  testify: 
"The  Secretary  of  Interior  so  far  as  lease  sale  53  is  concerned  has 
failed  to  comply  with  the  OCS  Lands  Act  Amendments  of  1978." 
The  Government's  senior  energy  adviser,  Mr.  Fox,  is  going  to  tes- 
tify, and  I  quote:  "With  regard  to  the  new  5-year  schedule  for 
offshore  development,  the  spirit  of  consultation  and  close  coopera- 
tion which  were  the  hallmarks  of  lease  sale  48  does  not  seem  to  be 
continuing." 

Would  you  and  Mrs.  Heller  care  to  comment  on  these  allegations 
by  local  and  State  government  representatives  that  the  Federal 
Government  is  not  cooperative  and  is  not  complying  with  the  terms 
of  the  Act? 

Ms.  Heller.  I  would  like  to  respond  to  that.  I  would  have  to 
disagree  strenuously  with  that.  I  think  from  both  my  testimony 
and  the  statement  given  earlier  by  the  Bureau  of  Land  Manage- 
ment, the  process  has  been  very  clear. 

We  have  done  everything  possible  to  involve  State  and  local 
government.  There  is  also  a  requirement  in  the  Act  that  local 
governments  are  to  be  consulted  through  State  governments,  that 
is,  to  work  with  State  governments.  If  you  added  up  all  of  the  local 
governments  in  all  of  our  lease  sale  areas  that  the  Department  has 
to  deal  with,  it  runs  into  the  thousands.  We  have  done  our  best  in 
sale  53,  in  meetings,  as  I  said  earlier,  in  every  county,  to  try  to 
open  the  process  to  everybody  involved.  If  there  is  any  way  to 
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improve  that  process,  I  certainly  would  like  to  know  it.  But  I  do 
believe,  Congressman,  that  we  have  had  an  open  and  fair  process 
and  everybody's  concerns  have  been  made  evident. 

With  regard  to  the  5-year  program,  we  submitted  a  proposed 
program.  We  had  meetings  in  various  places  around  the  country 
about  that  proposal.  You  are  holding  hearings.  And  we  will  be 
revising  the  program.  We  will  be  holding  other  hearings  on  the 
impact  statement,  which  has  just  been  released  in  draft  form.  And 
that  process  is  still  going  on. 

Mr.  McCloskey.  Your  production  goals,  the  5-year  program,  were 
they  submitted  to  the  State  of  California  for  comment? 

Ms.  Heller.  The  production  goals? 

Mr.  McCloskey.  That  is  correct. 

Ms.  Heller.  The  draft  program  that  we  issued  in  March,  that 
was  before  it  went  to  the  Congress  in  June,  was  sent  to  the  States 
for  review  and  comment.  The  production  goals  come  from  the 
Department  of  Energy  to  us. 

Mr.  McCloskey.  Has  the  State  of  California  commented  on  those 
production  goals? 

Mr.  Langenkamp.  Congressman,  we  submitted  the  production 
goals  to  all  the  affected  States.  We  received  no  comment  at  all 
from  the  State  of  California. 

Mr.  McCloskey.  Have  you  received  comments  from  the  other 

States? 

Mr.  Langenkamp.  Yes,  we  did. 

Mr.  McCloskey.  Is  California  the  only  State  that  has  not  com- 
mented since  March  on  these  production  goals? 

Mr.  Langenkamp.  Let  me  put  the  production  goals  in  the  proper 
perspective.  It  was  the  Department  of  Energy's  responsibility  to  try 
to  come  up  with  what  is  a  reasonable  amount  of  oil  and  gas 
offshore  that  can  be  expected.  Then  it  is  the  obligation  of  Interior 
to  take  these  goals  and  convert  them  into  specific  lease  sales.  The 
production  goals  constitute  the  Department  of  Energy's  effort  to 
take  what  is  known  about  the  resources  offshore  and  to  calculate 
what  is  reasonable  to  anticipate  in  the  way  of  production,  exclud- 
ing areas  that  are  too  deep,  excluding  areas 

Mr.  McCloskey.  You  understand  my  question.  Is  the  State  of 
California  cooperating  with  you? 

Mr.  Langenkamp.  We  prepared  the  production  goal,  sent  it  out 
to  all  the  States.  My  office  tells  me  that  California  was  one  of  the 
States  we  did  not  get  a  response  from. 

Mr.  McCloskey.  That  is  my  question. 

Of  the  50  States  in  the  Union,  the  only  State  that  has  not 
commented  on  your  production  goals  is  the  State  of  California?  Are 
you  saying  they  are  not  cooperating? 

Mr.  Langenkamp.  Let  me  restate  that.  The  State  of  California 
did  not  respond  to  the  production  goals.  They  may  not  have  re- 
sponded on  the  grounds  that  they  agree  with  them.  They  may  not 
have  responded  on  the  grounds  they  could  not  understand  them. 

Mr.  Burton.  Do  you  have  a  copy  in  Zen? 

Mr.  Langenkamp.  It  read  a  little  bit  like  Zen,  because  it  has  a 
lot  of  computer  language  in  it.  But  I  would  say  we  did  not  receive  a 
response   from   the   State  of  California   on   the   production   goals. 
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Ms.  Heller.  We  did  receive  comments  from  California  on  the 
proposed  program,  and  the  proposed  program  includes  a  descrip- 
tion of  the  production  goals. 

Mr.  McCloskey.  In  this  connection,  do  you  feel  that  the  coopera- 
tion between  the  Federal  and  State  governments  is  good? 

Ms.  Heller.  I  certainly  feel  we  have  been  in  communication  over 
a  number  of  issues. 

Mr.  McCloskey.  Does  that  mean  no,  you  do  not  feel  the  coopera- 
tion has  been  good? 

Ms.  Heller.  No.  I  think  we  are  working  well  with  the  State  of 
California  on  a  number  of  issues  surrounding  both  sale  53  and  the 
5-year  program. 

Mr.  McCloskey.  But  you  disagree  with  their  statement  that  the 
spirit  of  consultation  and  close  cooperation  does  not  seem  to  be 
continuing. 

Ms.  Heller.  Yes,  I  do. 

Mr.  McCloskey.  If  we  are  not  having  close  cooperation  and 
consultation  as  required  by  law,  how  can  you  say  the  cooperation  is 
good? 

Ms.  Heller.  I  believe  we  are  having  close  cooperation. 

Mr.  McCloskey.  You  disagree  with  this  testimony? 

Ms.  Heller.  I  certainly  do. 

Mr.  McCloskey.  It  goes  on  to  say  that  transportation  by  tanker 
or  barge  rather  than  by  pipeline  greatly  increases  the  risk  of  oil 
spill,  either  due  to  a  loading  incident  or  from  collision.  The  State 
takes  the  position  that  the  tankers  are  more  dangerous  than  pipe- 
lines offshore.  Do  you  agree? 

Ms.  Heller.  Yes. 

Mr.  McCloskey.  Will  the  Department  of  the  Interior  then  impose 
as  a  condition  on  any  drilling  off  the  California  coast  that  the  oil 
be  transported  to  shore  by  pipeline  rather  than  by  tanker? 

Ms.  Heller.  I  cannot  give  you  an  answer  to  that  at  this  time, 
because  frankly  that  would  be  prejudging  a  decision  by  the  Secre- 
tary. Lease  stipulations  will  be  considered  in  preparation  of  the 
proposed  notice,  which  will  then  go  to  the  States  for  review  and 
comment  in  1981. 

Mr.  McCloskey.  Now,  what  is  the  amount  of  offshore  oil,  in 
millions  of  barrels,  that  makes  it  economic  to  build  a  pipeline 
rather  than  use  the  tankers? 

Ms.  Heller.  It  depends  on  how  far  offshore,  the  quality  of  the 
oil,  and  a  number  of  other  things.  I  cannot  give  you  an  answer  to 
that.  Congressman. 

Mr.  McCloskey.  Let  me  ask  you  this.  If  you  have  an  estimate,  as 
you  have  from  the  USGS,  and  let  us  say  it  estimates  that  there  is 
only  8  million  barrels  of  oil  off  the  Eel  River,  and  8  million  barrels 
of  oil  does  not  permit  the  construction  of  a  pipeline,  but  must  be 
moved  by  the  more  dangerous  route,  will  the  Department  of  the 
Interior  then  deny  a  lease  sale  in  an  area  which  is  not  economical 
enough  to  permit  the  pipeline  to  be  constructed? 

Ms.  Heller.  In  any  area?  I  doubt  it. 

Mr.  McCloskey.  In  this  lease  sale  53.  If  this  amount  of  oil  proves 
to  be  so  small  that  it  is  not  economical  to  construct  a  pipeline  to 
bring  it  ashore,  will  the  Department  deny  a  sale  in  that  area? 
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Ms.  Heller.  We  will  not  know  how  much  oil  is  there  until  after 
we  have  sold  the  lease. 

Mr.  McCloskey.  I  understand.  But  you  can  make  it  as  a  condi- 
tion of  the  lease  that  unless  the  amount  is  sufficient  to  justify  it 
being  brought  ashore  by  pipeline,  that  the  lease  not  go  forward, 
can  you  not? 

Ms.  Heller.  Why  would  a  company  come  in  and  bid  under  those 
circumstances  anywhere? 

Mr.  McCloskey.  This  is  the  point  I  am  trying  to  make.  If  you 
feel  that  the  pipeline  is  safer  and  should  be  used,  can  you  make  it 
as  a  condition  of  your  lease  that  only  if  the  supply  is  sufficient  to 
build  a  pipeline  will  they  be  allowed  to  go  forward? 

Ms.  Heller.  I  do  not  think  so,  Congressman.  We  have  in  many  of 
our  stipulations  requirements  in  certain  areas  upon  findings  of  the 
supervisor  of  the  USGS  that  where  pipelines  are  built  they  be 
buried  or  shrouded,  and  that  in  areas  where  it  is  determined  to  be 
economically  feasible  and  environmentally  preferable,  that  pipe- 
lines be  required.  We  will  be  considering  those  stipulations  and  any 
others  that  are  suggested  by  the  State  and  anyone  else  as  the 
time — for  sale  53  comes  closer. 

Mr.  McCloskey.  I  just  want  to  make  a  comment.  If  you  comply 
with  the  law  with  respect  to  cooperation  with  the  State,  and  you 
comply  with  the  provision  of  the  Coastal  Zone  Management  Act 
that  any  of  your  activities  must  be  done  in  a  way  to  comply  with 
the  State's  plan,  then  it  seems  to  me  that  you  have  to  require  a 
pipeline,  if  that  is  part  of  the  State's  coastal  zone  plan.  If  you  have 
not  considered  requiring  a  pipeline  I  hope  you  will  between  now 
and  the  time  these  bids  are  put  out. 

Mr.  Langenkamp.  Congressman,  there  are  figures  regarding  the 
cost  of  pipeline  versus  tankering.  It  varies  from  about  34  cents  per 
barrel  transportation  for  most  of  this  area  to  about  $1.63.  So  you 
are  talking  about  $1.30  discrepancy  between  tankering  and  pipe- 
lines in  the  offshore  California  area,  according  to  some  of  the 
figures  we  have. 

Mr.  McCloskey.  The  concern  I  have  stems  from  this  briefing 
session  this  morning,  where  the  Department  of  the  Interior  and  the 
Department  of  Commerce  disagreed  as  to  whether  Interior's  leas- 
ing plan  was  consistent  with  the  State  program.  I  undersand  that 
dispute  has  been  referred  to  the  Justice  Department  for  settlement. 
Is  that  correct? 

Ms.  Heller.  The  dispute  is  over  whether  prelease  activities  di- 
rectly affect  the  coastal  zone.  That  is  the  only  dispute.  And 

Mr.  McCloskey.  That  is  the  period  we  are  in  now. 

Ms.  Heller.  The  Secretary  of  Commerce  is  doing  the  mediating, 
not  the  Justice  Department. 

Mr.  McCloskey.  Well 

Ms.  Heller.  Under  the  terms 

Mr.  McCloskey.  The  representative  of  the  Department  of  Com- 
merce told  us  this  morning,  the  Assistant  Solicitor,  that  he  disa- 
greed with  Interior's  position.  So  they  are  doing  the  mediating? 
Who  makes  the  final  decision  between  you  and  Commerce? 

Ms.  Heller.  It  will  be  made  by  whoever  the  Secretary  of  Com- 
merce designates  as  the  mediator.  That  is  my  understanding.  The 
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Department  of  the  Interior  and  the  Department  of  Commerce  sent 
a  joint  request  to  Justice  for  an  opinion  on  this  issue. 

Mr.  McCloskey.  Resolving  their  disagreement. 

Ms.  Heller.  And  Justice's  opinion  made  a  couple  of  other  state- 
ments and  then  said  that  the  final  authority  for  distinguishing  this 
does  not  rest  with  Justice. 

Mr.  McCloskey.  Where  does  it  rest  under  the  law? 

Ms.  Heller.  If  I  may  paraphrase  from  the  Justice  Department's 
response.  It  is  very  short. 

It  says:  One,  neither  the  Coastal  Zone  Management  Act  Amend- 
ments of  1976  nor  the  OCS  Act  Amendments  of  1978  affect  the 
application  of  section  307(c)(1)  to  OCS  preleasing  activities;  two, 
section  307(c)(1)(a)  applies  only  to  activities  directly  affecting  the 
coastal  zone — which  they  did  not  define — and  three,  that  this  De- 
partment— Justice — is  not  authorized  to  resolve  the  essentially  fac- 
tual question  whether  and  to  what  extent  any  of  the  preleasing 
activities  of  the  Department  of  the  Interior  under  the  OCS  Act  does 
directly  affect  the  coastal  zone. 

So  they  basically  sent  it  back.  And  shortly  thereafter  the  Depart- 
ment of  the  Interior  under  the  terms  of  our  laws  sent  an  opinion  to 
California,  our  own  Interior  Department  opinion,  saying  we  did  not 
think  that  presale  activities  directly  affect  the  coastal  zone,  at 
which  point  California  asked  for  mediation,  and  we  agreed,  and  the 
Secretary  of  Commerce  is  holding  a  meeting  on  September  7  to  get 
public  views.  And  that  is  where  it  stands. 

Mr.  McCloskey.  Thank  you. 

The  Chairman.  Mr.  Royer. 

Mr.  Royer.  Thank  you,  Mr.  Chairman. 

First  of  all  I  would  like  to  indicate,  Mr.  Langenkamp,  in  response 
to  Congressman  McCloskey's  reference,  your  intended  goal  of  more 
domestic  production,  I  have  to  indicate  certainly  an  agreement 
with  that.  I  think  there  are  all  kinds  of  conditions  obviously  that 
have  to  be  attached  to  it,  to  balance  off  all  of  the  things  that  are 
involved  pertaining  to  the  environment,  the  economic  standpoints, 
and  so  forth. 

One  of  the  questions  that  seems  to  come  up  most  as  far  as  I  can 
see,  and  I  think  Congressman  Clausen  brought  the  point  up  about 
the  amount  of  resource  that  is  actually  out  there,  I  wonder  if  you 
could  indicate  to  me  what  your  confidence  will  be  in  your  projec- 
tions prior  to  going  out  for  bid,  in  your  projections,  in  any  particu- 
lar area.  I  think  you  ought  to  be  able  to  have  some  degree,  either 
very  confident  that  your  projections  are  going  to  be  very  accurate, 
they  are  going  to  be  reasonably  accurate,  some  concern.  Can  you 
give  me  some  indication?  Because  I  feel  this  is  a  very  important 
point  as  far  as  I  am  concerned. 

Mr.  Langenkamp.  Well,  the  gentleman  who  spoke  earlier  this 
morning  from  the  U.S.  Geological  Survey,  I  think  his  figures  indi- 
cated that  95-percent  certainty  that  you  would  find  at  least  a 
certain  quantity,  and  a  5-percent  certainty  that  you  would  find  a 
greater  amount.  Most  of  the  calculations  that  Interior  and  Energy 
have  entered  into  are  of  that  nature.  You  have  to  assume  a  certain 
amount  of  activity,  you  have  to  assume  a  certain  amount  of  price, 
and  then  you  calculate  in  your  probabilities.  I  think  he  was  testify- 
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ing,  indicating  that  that  500  million,  approximately,  figure  was  a 
figure  that  was  quite  probable. 

Mr.  RoYER.  I  guess  what  I  am  wondering,  though,  how  closely 
that  can  be  isolated  to  any  particular  area  within  the  total  lease 
area. 

Ms.  Heller.  Let  me  put  it  this  way.  We  have  the  best  informa- 
tion available.  The  U.S.  Geological  Survey  gets  the  industry  infor- 
mation and  has  its  own  independent  projections.  Depending  on  the 
area  and  how  well  it  is  known,  we  have  more  refined  or  less 
refined  data.  Generally  I  think  that  our  estimates  are  quite  good. 
But  there  are  some  notorious  cases;  and  again  every  time  you  drill 
a  hole  you  get  more  information,  whether  it  is  offstructure  or  on- 
structure. 

Mr.  RoYER.  Would  you  say,  however,  that  before  you  get  ready  to 
offer  a  lease — the  area  covers  a  very  large  area. 

Ms.  Heller.  Yes. 

Mr.  RoYER.  What  I  am  in  hopes  is  that  there  is  going  to  be 
sufficient  information  to  isolate  the  areas  quite  closely,  as  a  matter 
of  fact.  And  I  am  wondering  if  you  have  any  comment  pertaining 
to  how  closely  you  are  going  to  be  able  to  do  that. 

Ms.  Heller.  We  have,  as  you  have  seen,  the  information  broken 
down  by  basins  now.  I  would  assume  that  as  we  get  closer  to  the 
sale  date,  that  data  will  become  more  refined,  as  we  get  more 
seismic  and  other  kinds  of  information  in. 

Mr.  Royer.  Just  one  last  question,  particularly  being  into  this 
subject.  The  latest  technology  as  far  as  prevention  at  the  wellhead 
or  the  site  as  far  as  leaks  and  spillage  are  concerned,  what  is  the 
degree  of  technology  to  this  point?  Do  you  have  any  statistics  that 
would  indicate  the  degree  of  safety  pertaining  to  that  issue? 

Ms.  Heller.  The  record  of  safety  on  the  U.S.  Outer  Continental 
Shelf  has  been  extraordinarily  good.  There  have  been  very  few 
large  accidents — one  of  them  unfortunately  was  here  in  California. 
But  there  have  been  very  few  problems  with  the  U.S.  OCS  develop- 
ment. 

Mr.  Royer.  I  assume  that  information  is  documented  and  availa- 
ble? 

Ms.  Heller.  Absolutely. 

Mr.  Royer.  Thank  you,  Mr.  Chairman. 

The  Chairman.  The  President  has  proposed  a  very  controversial 
Energy  Mobilization  Board,  with  sweeping,  almost  unprecedented 
powers — the  ability  to  probably  overturn  the  requirements  of  the 
Outer  Continental  Shelf  Lands  Act,  the  Coastal  Zone  Management 
Act,  and  the  other  acts  that  the  Congress  has  carefully  drawn  to 
protect  the  environment,  and  to  set  out  procedures  that  it  felt  were 
in  the  national  interest. 

Would  you  express  your  opinion  on  this  Board,  as  to  just  how  it 
is  going  to  approach  or  circumvent  perhaps  the  existing  OCS  and 
CZM  requirements. 

Mr.  Langenkamp.  Let  me  answer  that  question,  Mr.  Chairman. 
Of  course  we  do  not  know  the  exact  form  of  the  Energy  Mobiliza- 
tion Board  at  this  time.  But  I  think  everyone  agrees  on  one  fact, 
and  that  is  that  the  Energy  Mobilization  Board  will  address  proce- 
dure and  not  substance.  Now,  as  everybody  recognizes,  there  is  a 
fine  line  between  procedure  and  substance.  I  do  not  deny  that.  But 
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the  fact  is  that  no  one  intends  through  the  Energy  Mobilization 
Board  to  change — the  administration  does  not  intend  to  change 
standards  with  regard  to  air  quaUty,  with  regard  to  all  of  the  other 
protections  that  currently  exist.  What  the  Energy  Mobilization 
Board  is  designed  to  do  is  to  accelerate  the  process. 

As  the  Energy  Department  receives  a  great  deal  of  comment 
from  both  sides,  the  comment  we  get  from  those  who  want  to 
produce  energy  in  many  cases,  or  build  refineries,  is: 

We  do  not  care  what  the  answer  is,  we  just  want  an  answer  in  a  reasonable  time 
frame — do  not  in  effect  give  us  the  answer  no  by  delaying  us  for  a  period  of  time 
whereby  our  plans  become  stale  and  our  finances  disappear,  give  us  the  no  answer, 
if  that  is  what  it  is  going  to  be,  and  we  will  go  elsewhere  and  try  to  come  up  with 
something. 

All  of  you  are  familiar  with  the  difficulty  that  has  resulted  to 
the  east  coast  in  trying  to  find  a  refinery  site.  Some  of  these  people 
have  been  in  the  process  of  trying  to  get  a  refinery  site  or  a 
decision  for  almost  a  decade.  The  Energy  Mobilization  Board  is 
designed  to  give  these  applicants,  and  the  number  that  would  have 
this  privilege  would  be  limited,  give  these  applicants  a  yes  or  no 
within  a  reasonable  time  frame. 

If  the  answer  is  no,  there  are  other  places  they  can  put  their 
money.  The  Pantex  pipeline  is  a  perfect  example.  Those  who  want 
to  build  important  energy  facilities  have  got  to  be  given  this  an- 
swer in  a  reasonable  time  frame.  That  is  what  the  Energy  Mobili- 
zation Board  is  intended  to  do.  That  is  why  it  is  very  important. 
And  it  is  a  very  important  part  of  the  President's  program. 

The  Chairman.  It  would  not  be  used  to  circumvent  the  built-in 
time  frames,  as  far  as  environmental  impact  statements  precedent 
to  exploration,  and  then  again  precedent  to  development? 

Mr.  Langenkamp.  I  said  it  would  be  designed  to  maintain  the 
standards,  that  it  would  be  designed  to  shortcut  some  of  the  time 
requirements.  Most  clearly  that  is  its  objective. 

Mr.  Clausen.  Mr.  Chairman,  in  this  question  you  are  dealing 
with  an  area  under  the  Interior  Committee's  jurisdiction  that  we 
share  with  the  Commerce  Committee.  As  you  know,  Mo  Udall  and 
I  have  cosponsored  the  legislation  as  it  has  advanced  through  the 
Interior  Committee.  We  incorporated  into  it  the  President's  recom- 
mendation for  the  Energy  Mobilization  Board.  In  our  committee  we 
did  everything  we  could  to  help  them  to  expedite  the  permit  proc- 
ess, giving  authority  to  the  President  to  identify  on  a  calendar-year 
basis  12  priority  energy  projects,  and  then  hopefully  advance  this 
process  to  a  point  of  decision  within  a  9-month  time  frame.  But 
what  will  obviously  be  a  significant  factor  is  how  this  will  be 
shared  with  the  State  and  local  government. 

The  Sohio  pipeline  project  in  southern  California  is  a  classic 
example  of  where  the  Federal  Government  was  ready  to  go,  but 
there  were  a  number  of  permits  required  by  State  and  local  govern- 
ment that  caused  them  to  just  throw  up  their  hands  and  not  go 
forward  with  the  project. 

The  Chairman.  Thank  you. 

Thank  you.  Miss  Heller. 

Mr.  Burton.  Mr.  Chairman,  if  I  may. 

The  Chairman.  Mr.  Burton. 
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Mr.  Burton.  I  rarely  get  a  chance  to  come  to  San  Francisco,  so  I 
wanted  to  ask  this.  How  are  the  bids  received? 

Ms.  Heller.  By  sealed  bid. 

Mr.  Burton.  Sealed  bid.  Time  certain? 

Ms.  Heller.  Yes. 

Mr.  Burton.  Would  a  certified  bid,  if  it  came  in  late,  be  utilized? 

Ms.  Heller.  They  are  all  opened  on  the  same  day  in  one  loca- 
tion. It  has  to  be  there  by  then. 

Mr.  Burton.  Even  certified  registered  earlier,  it  has  to  be  there 
in  fact. 

Ms.  Heller.  Yes. 

Mr.  Burton.  Have  you  given  any  consideration  to  if  there  is 
going  to  be  oil  drilling  along  the  San  Andreas  earthquake  fault, 
requiring  special  type  of  technology  to  be  used  by  the  oil  industry? 

Ms.  Heller.  I  do  not  know  of  any  technology  that  can  deal  with 
drilling  on  the  San  Andreas  Fault,  personally.  We  have  several 
provisions  which  are  in  the  OCS  Act  which  allow  us  to  deal  with 
those  kinds  of  situations.  If,  for  example,  drilling  on  a  fault  that 
you  did  not  know  existed  before 

Mr.  Burton.  The  one  at  San  Andreas  you  know  exists.  Bodegas 
is  one  of  the  tracts.  The  fault  runs  through  it. 

Ms.  Heller.  Well,  a  tract  is  very  large.  You  can  drill  directional- 
ly  not  on  the  fault  or  even  near  it.  Whether  or  not  those  tracts  that 
are  actually  on  the  fault  will  actually  be  leased  is  a  decision  that 
remains  to  be  made. 

Mr.  Burton.  All  right.  As  I  understand,  there  is  a  date  certain 
by  which  the  leases  have  to  be  let. 

Ms.  Heller.  Have  to  be  let? 

Mr.  Burton.  The  bids  are  coming  in. 

Ms.  Heller.  They  have  to  be  accepted  by  a  certain  date. 

Mr.  Burton.  And  at  that  same  time,  in  a  neck-and-neck  race,  is 
going  to  be  the  EIS,  I  assume,  plus  an  incomplete  BLM  study,  that 
the  Secretary  of  Interior  then  as  he  makes  his  decision  is  going  to 
do  it  like  Bond  did  with  the  DC-10,  and  have  a  document  this 
thick,  and  have  2  hours  to  make  a  decision. 

Ms.  Heller.  No;  the  EIS  will  be  completed  before  the  sale.  There 
will  be  a  draft  impact  statement.  There  will  be  hearings  on  it. 
There  will  be  a  final  impact  statement.  Almost  all  of  the  studies 
will  have  been  completed 

Mr.  Burton.  Almost. 

Ms.  Heller  [continuing].  In  time  to  be  incorporated  in  the  im- 
pact statement.  There  are  other 

Mr.  Burton.  A  couple,  two,  or  three? 

Ms.  Heller.  There  is  one 

Mr.  Burton.  I  thought  it  was  two. 

Ms.  Heller  [continuing].  Which  will  not.  The  Secretary  will  have 
the  results  of  all  of  those  things,  the  impact  statement,  economic 
analyses,  and  the  environmental  studies,  before  he  makes  his  deci- 
sion. 

Mr.  Burton.  How  far  before? 

Ms.  Heller.  Well,  the  impact  statement 

Mr.  Burton.  The  whole  package.  A  day,  a  week,  a  month? 

Ms.  Heller.  The  final  impact  statement  will  be  out  in  October 
1980,  and  the  sale  is  scheduled  for  May  1981. 
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Mr.  Burton.  And  the  rest  of  the  reports  should  be  done  at  that 
same  time,  the  ones  already  funded? 

Ms.  Heller.  Let  me  also  add  that  the  studies  are  continuing. 
They  will  be  followed  by  other  studies. 

Mr.  Burton.  OK.  Two  last  questions.  How  can  you  do  an  envi- 
ronmental impact  study  without  knowing  the  base  from  which  you 
are  starting?  In  other  words,  they  are  creating  the  whole  thing  at 
once.  Is  it  not  a  rational  thing  to  denote  what  the  exact  environ- 
mental base  is  today  and  then  do  a  study  on  that,  rather  than 
trying  to  keep  up  with  this  and  do  the  study  on  what  was  past  and 
keep  extrapolating  it? 

Ms.  Heller.  Let  me  say  two  things  about  that.  One  is  that  you 
can  talk  to  100  scientists  and  get  100  different  accounts  of  when 
you  have  enough  information  to  make  a  decision.  This  area  has 
some  of  the  best  academic  scientific  institutions  for  studying  the 
environment  and  the  ecology  offshore  California  of  anywhere  in 
the  country.  It  has  been  studied.  All  of  the  studies  that  have  been 
done  will  be  taken  into  account.  We  will  be  doing  more. 

Mr.  Burton.  But  you  are  not  updating  the  base,  as  I  understand 
it. 

Ms.  Heller.  The  OCS  Act  as  amended  by  this  committee  specifi- 
cally addressed  the  issue  of  baseline  studies  and  directed  the  De- 
partment to  direct  its  studies  toward  predicting  impacts  in  order  to 
help  the  Secretary  make  decisions.  And  the  reason  it  did  that  was 
because  over  the  previous  5  years,  before  the  act  as  passed,  the 
base  was  being  studied  but  nothing  was  being  done  to  help  the 
Secretary  determine  what  the  impacts  would  be. 

Mr.  Burton.  But  are  you  not  doing  the  study  on  the  base  at  the 
same  time  you  are  doing  the  study  that  is  based  on  the  base? 

Ms.  Heller.  There  is  a  lot  of  baseline  data  available  for  this 
area. 

Mr.  Burton.  With  all  due  respect,  that  is  not  what  I  am  asking 
you.  You  are  doing  both  of  them — you  are  doing  an  update  baseline 
study  at  the  same  time  you  are  doing  the  study 

Ms.  Heller.  To  predict  impacts. 

Mr.  Burton.  That  should  be  based  on  the  base. 

Ms.  Heller.  You  can  predict  impacts  through  laboratory  and 
other  kinds  of  studies. 

Mr.  Burton.  What  is  the  answer  to  my  question,  yes  or  no? 

Ms.  Heller.  Yes. 

Mr.  Burton.  OK.  One  last  thing.  And  I  appreciate  the  closing 
remarks  of  Mr.  Langenkamp  about  the  fact  that  we  have  to  consid- 
er not  only  the  energy  prospects  but  also  the  effects  it  has  on  the 
environment.  I  would  like  to  ask  NOAA  or  somebody  here  who  can 
speak  for  them,  considering  the  amendment  that  Chairman  Mur- 
phy and  members  of  the  House  got  passed  over  the  almost  dead 
body  of  the  Secretary  of  the  Interior  and  the  industry,  about  the 
clear  congressional  intent  on  the  Point  Reyes  Wilderness,  when  we 
now  talk  about  the  sanctuary  of  the  Farallon  and  Point  Reyes,  are 
you  going  to  consider  either;  First,  not  leasing  within  that  area,  or 
second,  if  you  decide  to  lease,  you  can  use  the  option  with  a 
stipulation  that  the  resource  has  to  be  drilled  from  outside  the 
sanctuary? 

Ms.  Heller.  We  will  consider  both  of  those,  yes. 
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Mr.  Burton.  In  other  words,  you  are  going  to  consider  NOAA,  or 
if  you  do  it,  you  are  going  to  do  it  under  option  2. 

Ms.  Heller.  We  will  consider  both  of  those  as  options. 

Mr.  Burton.  Is  that  a  period,  or  is  that  "and  17  others?"  I  mean, 
you  have  the  option  to  go  in  there  with  a  bulldozer.  So  what  I  am 
asking,  you  said  you  will  consider  both  of  those.  Are  those  the  two 
that  you  will  be  considering  exclusive  of  direct  oil  rigs  in  the 
sanctuary? 

Ms.  Heller.  I  cannot  give  you  an  answer  to  that  now  for  future 
sales,  but  for  sale  53  there  are  no  tracts  within  the  proposed 
sanctuary. 

Mr.  Burton.  OK. 

How  do  you  accelerate  the  process  without  wiping  out  the  sub- 
stance of  the  laws  that  the  chairman  talked  about? 

Mr.  Langenkamp.  Well,  I  think 

Mr.  Burton.  I  mean  that  emergency  board  is  like  wartime.  The 
President  can  determine  to  wipe  out  almost  every  law  on  the 
books. 

Mr.  Langenkamp.  I  think  maybe  it  is  time  we  start  treating  the 
energy  situation  on  a  wartime  basis. 

Mr.  Burton.  Well,  maybe  it  is  time  that  we  also  start  treating 
the  quality  of  life  on  a  wartime  basis,  too. 

Mr.  Langenkamp.  The  question  is  a  fair  one.  I  am  not  saying 
that  it  is  easy  to  separate  substance  from  procedure.  I  am  not 
saying  it  is  easy  to  protect  the  substance  when  the  procedure  is 
accelerated.  But  the  House  of  Representatives  has  made  a  decision, 
the  Senate  is  going  to  be  making  a  decision  with  regard  to  this 
Energy  Mobilization  Board.  We  think  that 

Mr.  Burton.  The  House  has  not  made  a  decision.  It  is  in  commit- 
tee. 

Mr.  Langenkamp.  The  Interior  Committee  has.  But  we  feel  that 
the  Energy  Mobilization  Board  can  be  devised  in  such  a  way  that 
the  procedural  protections  for  the  environment  that  presently  exist 
will  not  be  watered  down. 

Mr.  Burton.  In  other  words,  they  can  keep  the  protections  and 
eliminate  the  paperwork  and  all  that  kind  of  stuff.  One-stop  shop- 
ping, maybe. 

Mr.  Langenkamp.  That  is  correct. 

Mr.  Burton.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you. 

The  Chairman.  Our  next  panel  will  be  Supervisor  Kurt  Kupper, 
county  of  San  Luis  Obispo,  Supervisor  Fred  Lyon,  county  of  San 
Mateo,  Supervisor  Norm  De  Vail,  county  of  Mendocino,  and  Albert 
Reynolds,  Director,  Environmental  Research,  county  of  Santa  Bar- 
bara. 

STATEMENTS  OF  SUPERVISOR  KURT  KUPPER,  COUNTY  OF  SAN 
LUIS  OBISPO,  SUPERVISOR  FRED  LYON,  COUNTY  OF  SAN 
MATEO,  SUPERVISOR  NORM  DE  VALL,  COUNTY  OF  MENDO- 
CINO, AND  ALBERT  REYNOLDS,  DIRECTOR,  ENVIRONMENTAL 
RESEARCH,  COUNTY  OF  SANTA  BARBARA 

The  Chairman.  Gentlemen,  your  entire  statements  will  be  print- 
ed in  the  record  at  this  point.  We  will  ask  you  to  make  your 
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statement.  And  if  you  would  be  as  brief  as  possible,  but  still  cover 
the  salient  points  that  you  want  to  cover. 
Supervisor  Kupper. 

STATEMENT  OF  SUPERVISOR  KUPPER 

Mr.  Kupper.  Thank  you,  Mr.  Chairman. 

I  was  caught  off  guard.  I  thought  we  were  going  to  follow  our 
State  representatives. 

The  Chairman.  We  will  take  you  first. 

Mr.  Kupper.  OK.  I  am  probably  the  one  person  here,  and  maybe 
possibly  a  corner  of  Santa  Barbara  County,  that  feels  like  I  already 
have  the  gun  to  my  head.  All  the  talk  that  has  gone  on  here  for 
some  time,  the  major  public  support,  is  to  protect  the  northern 
portion  of  the  State,  and  consider  the  Santa  Maria  area,  the  north- 
ern part  of  San  Luis  Obispo  County  as  a  guinea  pig.  I  am  con- 
cerned about  that. 

Mrs.  Heller  said  earlier  there  was  good  contact  between  their 
office  and  the  board  of  supervisors  in  San  Luis  Obispo.  That  was 
extremely  marginal.  There  was  a  BLM  hearing  that  persons  came 
down  to  presumably  receive  information,  the  only  problem  being 
there  was  not  any  public  notice  given.  I  mentioned  that  at  that 
meeting,  where  I  heard  about  it  the  night  before.  And  one  of  the 
persons,  one  of  the  staff  members,  said  that  they  sent  out  132 
notices  on  it.  Unfortunately,  they  had  not  sent  any  notice  to  our 
local  paper,  or  to  any  of  the  radio  stations.  I  am  not  sure  who  that 
information  went  to.  The  meeting  went  on  anyway,  because  the 
grapevine  does  work,  in  spite  of  some  of  these  handicaps. 

I  am  going  to  be  off  the  subject  just  a  minute.  Normally,  the 
residents  in  our  county  are  very  active.  We  have  got — about  30 
percent  of  our  county  is  retired  persons  with  great  expertise.  As  far 
as  San  Luis  Obispo  is  concerned,  that  is  probably  one  of  the  major 
resources,  is  our  population.  But  we  have  been  rather  overwhelmed 
with  major  projects  in  the  last  couple  of  years.  In  the  last  4  years, 
Lomax  Corp.  has  put  in  a  project  forward  in  BLM  lands  for  in  situ 
uranium  mining,  and  we  have  been  dealing  with  that.  We  do  not 
have  expertise  in  uranium  mining.  The  Sohio  project  was  originally 
proposed  for  Port  San  Luis,  which  took  a  tremendous  number  of 
persons  and  hours  to  deal  with  that  issue.  Standard  Oil,  the  super- 
tanker port.  We  were  the  No.  2  choice,  I  believe,  for  the  LNG 
facility  in  Rattlesnake  Canyon.  Most  recently,  in  the  news  anyway, 
is  Diablo  Canyon.  All  of  these  have  been  draining  the  interest  very 
frankly  of  our  local  populace. 

On  my  last  election  to  office — I  am  in  my  second  term  now — the 
key  issue  at  that  point  was  the  possibility  of  the  Sohio  project, 
namely  oil  drilling.  I  won  in  every  single  precinct. 

I  do  not  think  the  locals  very  frankly  really  believe  the  Govern- 
ment is  going  to  come  forward  and  jam  this  down  their  throat. 
After  hearing  the  trend  of  the  conversation  today,  I  am  going  to 
tell  them  differently,  that  it  seems  to  me  that  the  Santa  Maria 
area  is  in  substantial  threat  of  being  maybe  the  only  portion  left  of 
lease  sale  53  to  be  pushed  forward,  and  maybe  some  of  the  restric- 
tions pulled  back.  It  was  mentioned  by  Congressman  Burton  and  a 
couple  of  others,  what  about  some  of  these  other  considerations, 
such  as  tourism.  One-third  of  our  economy  is  based  on  tourism.  We 
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are  in  such  a  situation  that  the  gas  crisis  has  not  affected  our  area 
substantially  in  the  northern  portion  of  the  county,  mainly  because 
we  are  within  one-tank  driving  distance  of  the  vast  majority  of  the 
population  of  the  State,  being  centrally  located  between  San  Fran- 
cisco, Los  Angeles,  and  Bakersfield. 

As  was  mentioned  earlier,  all  of  the  counties  asked  for  a  negative 
declaration.  Our  board  is  split  substantially  on  most  of  these  kinds 
of  issues.  I  guess  I  would  be  firmly  on  the  environmental  end.  In 
any  case,  on  this  particular  issue,  our  board  was  unanimous.  Not  so 
on  nuclear  power,  some  of  the  other  issues.  But  on  offshore  drilling 
the  board  was  unanimous. 

Just  as  another  example,  as  to  the  kind  of  interest  that  we  have 
locally  on  air  quality,  I  had  not  heard  that  spoken  to  particularly 
here,  in  our  area  the  inversion  layer,  unlike  the  very  high  inver- 
sion layer  in  Los  Angeles,  we  have  a  200-foot  inversion  layer,  200, 
400  foot.  We  have  all  the  geographic  similarities  that  exist  in  the 
Los  Angeles  basin.  We  are  extremely  concerned  about  that.  There 
was  a  meeting  called  for  to  possibly  identify  our  area  as  a  pristine 
area.  I  forget— class  A  area,  I  believe.  Our  resources  board  called 
that  meeting.  It  was  poorly  advertised.  It  was  in  a  building  we 
never  hold  public  meetings  in.  It  was  changed  to  that  building,  and 
was  held  in  the  basement.  There  was  standing  room  only.  We  had 
the  largest  turnout  of  any  place  they  held  those  hearings  in  the 
State. 

Since  the  rest  of  the  record,  the  statement  has  already  been 
turned  in,  I  will  just  run  through  it  in  summary. 

Our  primary  concern  is  whether  or  not  this  process  is  really 
sincere.  And  the  reason  we  came  up  with  that  major  concern  is  the 
response  that  local  government  got  on  the  negative  nomination 
process.  We  did  not  take  that  lightly.  It  is  not  often  that  we  feel 
overactively  involved  in  decisions  made  at  the  Federal  level.  This  is 
just  outside  of  our  jurisdiction  and  apparently  just  outside  the 
State's.  We  felt  comfortable  for  probably  the  first  time  in  a  long 
time  that  maybe  we  are  back  in  the  decisionmaking  process.  Hav- 
ing gone  through  that,  and  used  a  substantial  amount  of  staff  time, 
and  then  as  far  as  we  were  concerned  to  be  completely  ignored,  it 
seemed  to  us  the  decisions  were  made  exclusively  on  the  potential 
availability  of  oil  and  gas  and  had  nothing  to  do  with  the  environ- 
mental concerns. 

At  far  as  the  specifics  on  air  quality  monitoring,  even  though  our 
area  is  considered  the  most  desirable  as  far  as  the  oil  companies 
are  concerned,  there  are  no  proposed  air  quality  monitoring  sta- 
tions in  San  Luis  Obispo  County.  The  closest  ones  are  I  believe  in 
Santa  Cruz,  and  well  into  Santa  Barbara  County. 

We  could  have  solved  I  believe  this,  had  local  government  been 
involved  in  the  preparation  of  the  RFP,  the  air  quality  portion  of 
that.  The  public  hearing  workshops  and  hearings  that  are  planned 
again  are  not  in  San  Luis  Obispo  County,  where  the  prime  impact 
of  this  leasing  is  going  to  be,  but  rather  in  the  city  of  Santa 
Barbara,  which  even  though  Santa  Barbara  County  is  affected,  it  is 
the  Santa  Maria  area  that  is  affected  and  not  the  city  of  Santa 
Barbara.  The  city  is  not  only  out  of  the  lease  sale  areas,  it  is  about 
70  miles  to  100  miles,  depending  on  where  you  are  in  the  bay,  from 
the  high-impact  area.  I  think  that  ought  to  be  addressed. 
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Up  to  this  point  there  seems  to  have  been  a  de  facto  exemption 
to  the  Clean  Air  Act  for  outer  continental  shelf  leasing.  If  this  was 
to  continue,  we  feel  the  impact  would  be  substantial.  We  feel  all  of 
the  activity  in  the  lease  sales  ought  to  be  able  to  provide — the 
sources  should  install  best  available  control  technology,  and  have 
the  lowest  achievable  emission  rates. 

With  the  kind  of  facilities  we  are  talking  about,  if  it  goes  to  a 
full  tankering,  the  impact  would  be  tremendous.  If  it  does  go  to 
what  Congressman  McCloskey  was  pushing  towards,  exclusively  a 
pipeline  solution,  that  would  have  a  substantial  reduction  on  the 
impacts  of  air  quality.  And  we  would  support  that  if  this  continues. 

As  has  been  mentioned  several  times,  primarily  by  Congressman 
Burton,  it  seems  like  the  process  itself  is  somewhat  confused.  As 
local  government,  we  deal  with  quite  a  few  of  the  environmental 
impact  statements.  Normally  the  process  is  all  of  the  baseline 
inventory,  analyze  that  very  carefully,  then  make  your  projections. 
It  seems  here  we  are  trying  to  make  the  projections  without  the 
baseline  data,  or  we  are  trying  to  do  it  at  the  very  best,  all  at  the 
same  time.  And  it  does  not  seem  to  make  sense.  It  seems  the 
declaration  of  war  is  already  made  that  we  will  have  oil  here 
regardless.  We  have  taken  that  attitude  as  a  nation  in  other  places 
on  the  east  coast.  We  wiped  out  the  forests  in  other  areas,  where 
the  full  speed  ahead  ended  up  in  the  long  run  to  be  disastrous.  I 
hope  we  have  learned  from  some  of  those  mistakes  and  have  a 
long-term  consciousness  of  the  coastline. 

As  was  mentioned,  we  would  support  some  exploratory  drilling, 
such  that  the  estimates  can  be  better. 

There  was  one  report  I  got  from  EPA.  I  honestly  do  not  know  if 
it  applies  to  this  or  not.  It  had  to  do  with  limitations  on  the  size  of 
EIR's.  Normally  an  EIR  ought  to  be  able  to  be  completed  in  150 
pages,  and  300  for  an  unusual  project.  In  this  area  that  has  I 
believe  five  different  basins.  The  suggestion  by  Mr.  Miller  that  it 
ought  to  be  broken  up  into  sections,  it  is  a  very  good  one  analyti- 
cally as  far  as  we  are  concerned.  It  obviously  would  have  a  substan- 
tial impact  and  make  Santa  Maria  look  more  desirable. 

I  am  surprised  that  the  Big  Sur  area  has  not  been  mentioned.  A 
portion  of  that  is  within  our  county  and  has  a  beautiful  coastline. 

We  have  substantial  concern,  Mr.  Chairman.  We  are  willing  to 
work  with  your  body  and  anybody  else  that  we  can  to  make  sure 
all  of  the  information  is  taken  into  full  consideration  prior  to 
leasing,  because  we  feel  it  has  not  been  up  to  now. 

The  Chairman.  Thank  you. 

[The  information  follows:] 

Concerns  Expressed  by  San  Luis  Obispo  County  Relative  to  Outer  Continental 
Shelf  Lease  Sale  No.  53  and  the  National  Five-Year  OCS  Lease  Schedule 

We  appreciate  the  opportunity  to  express  to  the  distinguished  members  of  this 
Committee  some  of  the  concerns  of  San  Luis  Obispo  County  as  to  federal  compliance 
with  the  intent  of  the  OCS  Lands  Act  Amendments  of  1978  in  the  Department  of 
Interior's  proposed  Lease  Sale  No.  53  and  Five-Year  Lease  Sale  Schedule.  We  see 
these  amendments  as  a  mandate  to  Interior  to  make  fundamental  changes  in  its 
approach  towards  scheduling,  managing  and  developing  Outer  Continental  Shelf 
(OCS)  resources  by  considering  a  number  of  explicit  factors  required  by  the  Amend- 
ments in  developing  the  National  OCS  Leasing  Program.  Only  by  considering  these 
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factors  can  a  proper  balance  be  achieved  between  the  potential  for  oil  and  gas 
discovery,  the  potential  for  environmental  damage  and  the  potential  for  adverse 
impact  on  the  coastal  zone  as  a  specifically  required  by  the  Amendments.  It  appears 
after  reviewing  this  program  that  a  proper  balance  is  not  being  achieved  nor 
considered  with  the  primary  emphasis  being  placed  on  petroleum  potential  without 
adequate  consideration  of  other  mandated  factors  necessary  to  achieve  this  balance. 

One  of  the  explicitly  stated  purposes  of  the  Amendments  of  1978  is  to  assure  that 
states  and  local  governments  directly  affected  by  OCS  oil  and  gas  development 
activities  are  provided  an  opportunity  to  participate  in  policy  and  planning  decisions 
related  to  management  of  OCS  resources.  These  amendments  provide  several  oppor- 
tunities for  comment  by  local  government  on  the  proposed  leasing  schedule,  during 
the  environmental  review  of  a  specific  lease  sale  and  during  the  lease  sale  itself. 
Our  primary  concern  is  whether  these  comments  are  seriously  considered  by  the 
federal  departments  under  the  Department  of  Interior.  During  the  Call  for  Nomina- 
tions for  Lease  Sale  No.  53,  Local  Government,  State  Agencies  and  environmental 
groups,  at  considerable  effort,  prepared  Specific  Negative  Nominations  of  tracts 
which  were  forwarded  to  the  Department  of  the  Interior.  None  of  this  information 
appeared  to  affect  the  Bureau  of  Land  Management's  recommendation  of  tracts  to 
be  included  in  the  environmental  review  process.  Having  a  Negative  Nomination 
process  raises  expectations  that  these  nominations  will  influence  the  tract  selection 
process.  This  has  not  been  the  case.  Tracts  recommended  for  the  EIS  were  simply 
those  with  the  highest  oil  and  gas  potential  ignoring  tracts  negatively  nominated  for 
environmental  reasons.  We  do  not  believe  the  letter  or  spirit  of  this  mandate 
requiring  State  and  local  participation  is  fulfilled  by  requesting  state  and  local 
concerns  and  then  basing  decisions  strictly  on  oil  and  gas  potential. 

The  Pacific  BLM  office  preparing  the  EIS  for  Lease  Sale  No.  53  appears  to  be 
placing  some  additional  effort  in  the  coordination  and  review  process.  Preliminary 
draft  reports  are  being  circulated  for  review  and  comment  as  well  as  a  scheduled 
Preliminary  Draft  EIS.  We  applaud  this  effort,  but  are  concerned  whether  our 
extensive  comments  will  be  utilized  or  ignored  as  they  have  been  in  the  past. 

In  addition,  we  feel  this  effort  should  be  expanded.  For  example,  a  specific  Air 
Quality  Modeling  Study  for  Lease  Sale  No.  53  is  presently  being  contracted  by  BLM 
to  private  consultants.  Local  government,  however,  had  no  opportunity  to  review 
the  "Request  for  Proposals  (RFP)  identifying  the  parameters  and  contents  of  the 
study.  This  participation  is  critical  in  that  air  quality  is  one  of  the  major  identified 
potential  impacts  of  OCS  development  in  our  county;  the  BLM,  Pacific  Office  does 
not  at  the  present  time  have  a  qualified  meterologist  on  their  staff  to  prepare  the 
RFP;  and  local  government  through  their  Air  Pollution  control  Districts  are  well 
aware  of  information  and  modeling  needs  required  to  identify  OCS  oil  and  gas 
emission  effects. 

Additional  attention  should  also  be  placed  to  assure  those  most  closely  affected  by 
OCS  development  can  conveniently  attend  scheduled  public  hearings  and  work- 
shops. The  proposed  workshops  for  the  Air  Quality  Study,  for  instance,  is  scheduled 
in  the  City  of  Santa  Barbara  which  is  located  outside  the  boundaries  of  Lease  Sale 
No.  53  and  is  not  convenient  to  the  citizens  in  North  Santa  Barbara  and  South  San 
Luis  Obispo  Counties  which  will  be  directly  impacted  by  OCS  emissions  in  the  Santa 
Maria  basin. 

In  addition  to  requiring  participation  by  affected  parties  the  1978  Amendments 
require  the  consideration  of  certain  explicit  factors  in  developing  the  national  OCS 
program  (Section  18(a)(2&3).  Contrary  to  this  mandate.  Interior  has  not  adequately 
considered  many  of  these  factors  in  developing  this  program  including:  relevant 
environmental  and  predictive  information,  equitable  sharing  of  developmental  bene- 
fits and  environmental  risks  among  all  OCS  areas,  the  relative  environmental 
sensitivity  and  marine  productivity  of  different  areas,  and  other  uses  of  the  Outer 
Continental  Shelf.  Adequate  analytical  consideration  of  these  factors,  especially 
environmental  protection  factors,  could  substantially  change  the  proposed  Leasing 
Schedule  and  could  result  in  deleting  the  leasing  of  certain  offshore  California  areas 
that  have  low  petroleum  resource  potential  and  high  environmental  sensitivities. 

Two  related  factors  that  Congress  required  to  be  considered  in  developing  the 
program  are:  "(A)  existing  information  concerning  the  geographical,  geological,  and 
ecological  characteristics  of  such  regions":  and  "(H)  .  .  .  relevant  environmental 
and  predictive  information  for  different  areas  of  the  Outer  Continental  Shelf 
(Section  18(a)(2)). 

The  proposed  program  includes  some  data  on  existing  geographical,  geological  and 
ecological  characteristic  of  the  22  OCS  areas,  evaluation  of  resources,  conflicts  and 
environmental  sensitivities,  but  no  predictive  information.  "Environmental  consid- 
erations" are  organized  in  matrix  form  which  is  extremely  oversimplified  in  that  it 
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attempts  to  describe  the  environment  of  an  area  such  as  the  California  OCS,  which 
includes  24  million  OCS  acres  by  counting  fisheries,  marine  mammals,  birds,  pro- 
posed marine  sanctuaries  and  wetlands.  Concerns  such  as  air  and  water  quality, 
capacity  of  an  area  for  industrial  development,  or  aesthetics  in  an  area  that  sup- 
ports a  thriving  tourist  or  recreation  industry  are  not  included  as  a  "environmental 
consideration",  leaving  our  important  concerns  listed  in  California's  coastal  manage- 
ment program  and  the  laws,  goals  and  policies  of  the  state. 

Nowhere  in  the  proposed  program  is  a  discussion  of  predictive  information  as 
required  by  the  above  Section.  Assessments  of  future  possible  impacts  on  resources 
is  a  crucial  analysis  in  determining  the  timing,  location  and  size  of  lease  areas. 

Directly  related  to  such  an  assessment  is  Interior's  environmental  studies  which 
are  referenced  in  the  program  but  are  considered  as  determinants  in  the  leasing 
schedule.  Such  environmental  baseline  studies  are  essential  in  determining  the 
timing  of  the  lease  sites,  but  nowhere  in  the  program  is  such  an  analysis  made. 
Many  of  the  environmental  studies  for  Lease  Sale  No.  53,  for  instance  are  presently 
being  considered  for  contract  while  the  Draft  EIS  is  being  written.  It  is  questionable 
whether  some  of  these  studies  such  as  the  fishery  study,  a  Marine  Mammal  and 
Seabird  Survey,  and  an  analysis  of  available  oceanographic  and  minerological  data, 
will  completed  in  time  to  be  incorporated  in  the  Draft  EIS  under  the  present  Lease 
Schedule.  This  means  this  valuable  information  may  not  be  incorporated  in  the 
primary  document  reviewed  for  comments  and  amendments  during  the  public  hear- 
ing process.  The  value  of  these  studies  are  lost  when  the  information  becomes 
available  after  the  public  review  process  or  after  a  commitment  is  made  to  lease  an 
area.  The  Secretary  of  the  Interior  as  well  as  state  and  local  governments  cannot 
balance  environmental  concerns  with  the  benefits  of  oil  and  gas  production  when 
the  information  necessary  to  make  this  judgement  is  incomplete. 

The  OCS  Lands  Act  also  requries  Interior  to  consider  these  two  factors:  "(B)  An 
equitable  sharing  of  developmental  benefits  and  environmental  risks  among  the 
various  regions';  and  (G)  "ther  relative  environmental  sensistivity  and  marine  pro- 
ductivity of  different  areas  of  the  OCS"  (Section  18  (a)(2)(B).  The  proposed  schedule 
does  not  seem  to  be  based  on  these  factors  at  all.  While  the  22  OCS  areas  are 
ranked  for  petroluem  resources  and  ease  of  exploration,  there  is  no  ranking  of  the 
areas  together  on  environmental  sensitivity  and  marine  productivity.  There  are 
some  qualitative  comparisons  of  areas  within  each  of  the  four  overall  OCS  regions, 
but  nowhere  is  there  any  indication  these  comparisons  were  used  to  determine  the 
location  or  timing  of  lease  sales.  Instead  the  proposed  California  sales  are  defined  as 
such  broad  areas,  i.e.,  the  entire  California  OCS,  that  relative  environmental  sensi- 
tivity of  offshore  basins  cannot  be  incorporated  in  the  decision. 

The  OCS  Lands  Ace  Amendments  also  require  that  the  Five  Year  Program 
consider:  "(D)  the  location  of  such  regions  with  respect  to  other  uses  of  the  sea  and 
seabed  including  fisheries,  navigation,  existing  or  proposed  sealanes,  potential  sites 
for  deepwater  ports,  and  other  anticipated  uses  of  the  resources  and  space  of  the 
OCS"  (Section  18(a)(2)(D).  Interior  has  not  met  the  requirement  to  consider  the 
conflicting  uses  of  navigation,  existing  or  proposed  sealanes,  and  potential  sites  for 
deepwater  ports.  Further,  the  uses  that  are  considered  are  reduced  to  simple  "high, 
moderate,  or  low"  assessments  in  contrast  to  the  elaborate  and  extensive  analysis  to 
support  the  oil  procuction  goals.  A  consideration  of-conflicting  uses  should  compare 
these  uses  at  the  same  level  of  economic  detail.  Again,  areas  analyzed  are  too  large 
for  a  serious  consideration  of  use  conflicts. 

The  last  factor  required  to  be  considered  in  developing  the  Program  is  the  laws, 
goals,  and  policies  of  affected  states.  The  coastline  along  Central  and  Northern 
California  is  primarily  rural  and  undeveloped  with  spectacular  coastal  views  and 
habitats  for  marine  mammals  and  seabirds.  Intruding  industrial  development  in 
many  of  these  areas  would  be  incompatible  with  the  protection  of  scenic  and 
environmental  resources.  The  California  Coastal  Management  Program  policies  of 
consolidating  industrial  development,  insuring  compatibility  of  development  with 
areas  of  high  scenic  quality,  preserving  marine  and  coastal  resources  and  the  rural 
character  of  parts  of  the  coast,  and  protecting  against  the  spillage  of  crude  oil, 
should  result  in  Interior  Department  exclusion  of  certain  areas  of  the  coast  from  the 
industrial  development  associated  with  OCS  activities  and  the  risk  of  oil  spills.  Such 
spills  are  likely  due  to  the  need  to  tanker  or  barge  oil  because  of  inaccessability  of 
much  of  the  Northern  and  Central  California  coastline  to  pipelines.  The  oil  spill  in 
the  Gulf  of  Mexico  has  shown  that  there  is  no  effective  containment  equipment  for 
a  large  spill,  contrary  to  Interior's  belief  that  "oil  and  gas  development  can  be 
conducted  safely  in  all  areas  of  the  United  States  OCS".  Section  II  (H)  of  the  OCS 
Lands  Act  permanently  excludes  leasing  within  15  miles  of  the  boundaries  of  the 
Point  Reyes  Wilderness  in  Marin  County.  Interior  interprets  this  exclusion  to  mean 
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that  Congress  specifically  intended  to  exclude  no  other  OCS  area  from  leasing.  This 
does  not  at  all  mean  the  Secretary  of  Interior  cannot  or  should  not  exclude  other 
OCS  areas  from  leasing,  and  the  program  should  explicitly  include  analysis  of  those 
specific  basin-level  OCS  areas  where  the  low  petroleum  resource  potential  and  high 
environmental  risks  merit  exclusion  from  the  schedule.  If  Interior  conducted  the 
required  .analysis  of  all  the  factors  such  decisions  could  be  made. 

Based  upon  the  Congressionally-mandated  factors,  the  Secretary  of  the  Interior  is 
required  to  "select  the  timing  and  location  of  exploration,  development  and  produc- 
tion of  oil  and  gas  among  the  oil  and  gas  bearing  physiographic  regions  of  the  OCS" 
(Section  18(a)(2).  Oil  and  gas  bearing  physiographic  regions  is  logically  interpreted  to 
mean  geologic  basins  and  not  regions  as  broad  as  Atlantic,  Pacific,  gulf  and  Alaska, 
each  of  which  contains  two  or  more  basis.  The  proposed  schedule  does  not  analyze 
the  eight  factors  basin-by-basin  but  rather  by  the  four  large  regions.  The  definition 
of  the  leasing  areas  then  is  so  broad  as  to  make  in  meaningless  to  compare 
environmental  risks,  sensitivities  and  use  conflicts  within  each  lease  sale  area,  let 
alone  comparing  and  ranking  these  factors  with  other  lease  areas. 

The  "Central  and  Northern  California"  and  the  "California"  definitions  of  leasing 
areas  are  so  extensive,  covering  five  offshore  basins  in  Northern  and  Central  Cali- 
fornia and  ten  in  Southern  California,  and  millions  of  OCS  acres  along  hundreds  of 
miles  of  coast,  that  the  Congressionally  mandated  factors  cannot  seriously  be  ana- 
lyzed and  compared.  If  for  example,  the  Point  Arena  Basin  offshore  Mendocino 
County  were  an  OCS  area  compared  to  all  others,  its  low  resource  potential  and 
high  environmental  risks  would  justify  eliminating  it  from  the  schedule.  But  the 
analysis  is  so  gross  that  no  comparisons  can  be  made. 

Not  only  does  the  size  of  the  proposed  leasing  areas  become  an  important  factor 
in  incorporating  the  8  factors  required  by  the  OCS  Lands  Amendments,  but  it 
becomes  crucial  in  developing  an  adequate  Environmental  Impact  Statement  (EIS) 
required  for  each  lease  sale.  Recent  amendments  to  the  National  Environmental 
Policy  Act  limit  the  length  of  an  EIS  to  300  pages.  It  does  not  appear  that  an 
adequate  EIS  can  be  developed  with  this  length  limitation  for  proposed  lease  areas 
covering  millions  of  acres  of  OCS,  hundreds  of  miles  of  coastline  and  numerous 
offshore  geologic  basins  as  proposed  in  the  Five  Year  Schedule.  Adequate  considera- 
tion of  the  8  mandated  factors  to  be  considered  in  developing  the  schedule  and  the 
subsequent  EIS  length  limitation  of  each  Lease  Sale  would  require  each  lease  area 
to  be  reduced  in  area  to  include  regional  areas  if  not  geologic  basins. 

Finally,  the  schedule  is  based  on  guesses  of  petroleum  resource  potential.  The 
Department  of  Energy  production  goals  and  estimates  and  the  schedule  are  based 
on  U.S.  Geological  Survey  estimates  of  petroleum  resources.  These  estimates  are 
mostly  guesses  and  can  vary  dramatically  from  reality.  A  program  of  pre-lease 
exploratory  drilling  would  provide  a  sounder  basis  for  developing  the  schedule  and 
identifying  national  production  goals  than  the  current  reliance  on  geologic  esti- 
mates. The  present  system  also  complicates  local  planning  for  anticipated  facilities 
or  impacts  in  that  the  actual  level  of  impacts  and  facilities  are  not  known  until  the 
size,  location  and  extent  of  the  oil  field  is  verified  by  exploratory  drilling.  By 
identifying  the  extent  of  this  resource  before  completion  of  the  EIS,  enables  the  EIS 
to  focus  on  specific  areas,  allows  full  consideration  of  feasible  transportation  alter- 
natives and  more  closely  identifies  potential  facilities  and  adverse  impacts. 

One  last  factor  concerns  the  regulations  of  the  United  States  Geologic  Survey  as 
they  pertain  to  Air  Quality.  At  the  present  time  OCS  operations  enjoy  a  defacto 
exemption  from  rquirements  of  the  Clean  Air  Act.  Although  new  regulations  are 
being  proposed  to  minimize  this  problem,  it  is  the  conclusion  of  our  Air  Pollution 
Control  District  that  the  new  regulations  will  neither  prevent  significant  deteriora- 
tion nor  ensure  the  continued  attainment  of  certain  Air  Quality  Standards.  It  is  our 
contention  that  to  close  this  gap  would  require  all  permanent  OCS  sources  install 
Best  Available  Control  Technology  (BACT)  to  have  the  Lowest  Achievable  Emission 
Rates  (LAER);  that  sources  with  projected  emissions  after  control  in  excess  of  50 
tons  per  year,  within  California  Coastal  waters,  determine  the  onshore  air  quality 
effects  through  the  use  of  approved  modeling;  that  such  modeling  shall  include  all 
other  known,  proposed  or  expected  OCS  sources  within  the  affected  area;  and  that 
onshore  tradeoffs  be  allowed  for  sources  that  will  have  a  significant  onshore  (3 
percent  annual  average)  after  the  application  of  BACT  or  LAER. 

Finally,  I  appreciate  this  opportunity  to  express  these  concerns.  We  do  not  prefer 
the  role  of  an  outside  critic  responding  to  the  federal  OCS  program.  We  would  like 
to  be,  and  we  believe  the  OCS  Amendments  intended  us  to  be,  constructive  partners 
with  the  federal  government  through  the  state  government  working  together  to 
plan  for  the  management  of  our  OCS  resources. 

The  Chairman.  Mr.  Lyon. 
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STATEMENT  OF  FRED  LYON 

Mr.  Lyon.  Thank  you,  Mr.  Chairman,  members  of  the  committee. 
I  represent  San  Mateo  County,  which  is  bounded  for  its  entire 
length  on  the  west  by  the  Pacific  Ocean  and  for  its  entire  length  on 
the  east  by  the  San  Francisco  Bay.  So  you  can  see  why  we  are 
particularly  concerned  about  anything  that  would  affect  either  of 
those  bodies  of  water.  And  of  course  the  offshore  drilling  would 
affect  the  Pacific  Ocean.  And  the  transportation  would  undoubted- 
ly affect  the  bay. 

We  feel,  even  though  I  have  participated  in  virtually  all  of  the 
meetings  that  Barbara  Heller  referred  to,  that  local  government 
has  been  largely  ignored,  even  though  the  OCS  amendments  of 
1978  require  that  local  governments  be  included  in  the  decision- 
making process.  The  fact  that  we  have  been  included  to  the  extent 
that  we  are  allowed  to  sit  in  on  meetings  and  that  we  are  allowed 
free  access  to  information  does  not  constitute  in  my  opinion  what  is 
required  by  these  amendments.  Because  to  be  able  to  get  all  the 
necessary  information,  to  be  able  to  listen,  to  be  able  to  speak,  and 
then  to  be  ignored,  as  far  as  I  am  concerned  does  not  represent 
participation. 

I  believe  that  it  is  the  nature  of  the  process  and  the  generally 
closed  nature  of  the  federal  system,  compared  to  the  situation  in 
California,  that  gives  us  this  impression.  The  federal  system  does 
not  understand  public  participation  in  the  same  manner  that  it  is 
understood  within  this  State. 

I  will  omit  a  great  deal  of  what  I  intended  to  refer  to,  largely 
because  Congressman  Burton,  I  believe,  has  more  than  adequately 
referred  to  the  dilemma  that  we  face  regarding  the  completion  of 
the  environmental  impact  statement  for  lease  sale  No.  53  before 
fully  completed  baseline  and  fully  completed  other  studies  are 
available  for  inclusion  in  that  environmental  impact  statement.  I 
would  comment  that  we  feel  that  that  deficiency  creates  a  legal 
defect  and  subjects  the  Department  of  the  Interior  to  legal  action 
which  would  further  delay  lease  sale  No.  53 — if  the  process  is  not 
followed  as  anticipated  by  the  amendments  rather  than  as  inter- 
preted by  Interior,  Energy,  and  not  so  much  Commerce,  as  we  have 
heard  this  morning. 

I  would  like  to  point  out  that  the  act  and  specifically  the  amend- 
ments require  that  consideration  be  given  to  regional  energy  mar- 
kets, to  fisheries,  to  navigation,  to  the  laws  and  policies  of  the 
affected  State,  to  marine  productivity,  environmental  sensitivity, 
and  to  environmental  and  predictive  information. 

My  question  is,  how  can  these  factors  be  considered  when  they 
are  not  known?  The  5-year  lease  program  includes  lease  sales  in 
area  No.  53  before  mandated  environmental  studies  would  be  com- 
pleted. 

We  have  no  comprehensive  predictive  studies  involving  the  bay. 
These  studies  may  be  available  involving  the  ocean.  But  remember 
that  with  60  tracts  of  San  Mateo  County,  right  beside  the  Golden 
Gate,  it  is  the  bay  that  will  be  affected  as  well  as  the  Pacific 
Ocean.  And  I  do  not  believe  that  that  has  been  taken  into  consider- 
ation leading  toward  the  preparation  of  the  envirionmental  impact 
statements  for  lease  sale  No.  53.  This  is  a  serious  defect. 
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We  have  been  told  in  many  instances  that  in  order  for  local 
government  to  be  listened  to  it  is  necessary  for  local  government 
input  to  be  channeled  through  the  State  of  California  and  then  to 
the  Department  of  the  Interior.  Now,  that  may  be  a  local  concept 
in  New  England,  where  the  States  are  smaller.  I  suspect  that  it  is 
not.  But  it  certainly  is  not  local  in  the  opinion  of  California's  local 
governments. 

The  approach  of  USGS  and  the  Bureau  of  Land  Managernent 
seems  to  have  been  throughout  each  of  the  seminars  and  meetings 
we  have  attended  that  the  oil  is  there,  that  they  are  going  to 
obtain  that  oil,  and  that  the  process  that  is  required  by  the  OCS 
amendments  of  1978  is  an  exercise  of  obstacles  that  we  must  sur- 
pass before  they  can  go  and  get  that  oil.  It  has  not  occurred  to 
them  that  there  is  a  possibility  that  the  effect  on  the  economy  of 
the  bay  area,  that  the  effect  on  the  fishing  industry  in  the  bay 
area,  and  the  effect  on  the  environment  in  the  bay  area  might 
mitigate  against  going  after  that  oil  altogether,  particularly  if  you 
take  into  consideration  the  very  small  amount  of  that  resource  that 
is  available  in  this  particular  area. 

We  do  not  consider  that  to  be  an  open-end  process,  nor  do  we 
consider  it  to  be  following  the  intent  of  the  OCS  Lands  Act  amend- 
ments. And  it  is  my  understanding  that  that  is  one  of  the  particu- 
lar things  that  the  committee  wants  to  look  into  today,  and  that  is 
whether  or  not  the  intent  of  those  amendments  has  been  followed. 
I  submit  that  it  has  not. 

If  I  may,  I  would  like  to  refer  briefly  to  the  nomination  process 
that  you  heard  about  earlier.  This  has  been  referred  to  as  one  of 
the  factors  that  makes  the  OCS  lease  program  an  open-end  system 
allowing  input  from  local  and  State  governments.  The  nomination 
process  you  are  familiar  with.  The  key  feature  of  the  nomination 
process  that  appealed  to  local  government  was  the  fact  that  local 
government  would  have  an  opportunity  to  point  out  to  the  Depart- 
ment of  the  Interior  with  substantiation  the  specific  conflicts  that 
existed  between  offshore  lease  and  the  regular  and  necessary  con- 
duct of  business  within  a  given  region  or  local  area.  Fisheries  and 
marine  lanes  can  be  pointed  out,  the  existence  of  marine  mammals 
within  a  given  drilling  area  can  be  called  to  the  attention,  as 
tourism,  agriculture,  or  a  particularly  pristine  coast  which  had 
been  preserved  as  a  result  of  considerable  expenditure  of  Federal 
moneys. 

We  believe  that  the  call  for  nominations  would  result  in  a  bal- 
ancing of  all  of  these  interests  and  that  a  greater  emphasis  would 
not  be  given  to  the  oil  companies,  which  would  provide  a  need, 
than  was  given  to,  let  us  say  fisheries,  which  also  provide  a  need  in 
the  national  interest. 

We  felt  that  the  interests  of  other  businesses  would  be  balanced 
with  the  interests  of  the  oil  companies.  Unfortunately,  the  nomina- 
tion process  does  not  have  that  effect.  And  we  believe  that  the 
primary  reason  is  because  the  negative  nominations  were  ignored. 
Considerable  time  and  money  was  spent  by  the  county  of  San 
Mateo  in  filing  its  negative  nomination — I  am  aware  of  that  be- 
cause I  am  a  member  of  the  Central  Coast  Regional  Coastal  Com- 
mission, that  considerable  time  and  money  was  spent  by  the  coast- 
al commission  in  filing  a  negative  nomination  to  point  out  these 
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economic  and  environmental  conflicts,  so  it  would  be  possible  for  a 
rational  decision  to  be  made. 

I  believe  that  that,  too,  was  ignored.  I  do  not,  however,  recom- 
mend the  ending  of  the  nomination  process,  but  rather  putting 
some  teeth  into  the  nomination  process  so  that  it  will  be  possible 
that  the  intent  of  Congress  would  be  followed. 

In  conclusion,  the  reason  for  the  involvement  of  local  govern- 
ment was  not  intended  I  do  not  think  to  be  a  sop  to  local  govern- 
ment. It  was  intended  to  allow  the  national  interest  to  be  served  by 
preventing  the  degradation  and  destruction  of  unique  local  fea- 
tures, such  as  San  Francisco  Bay,  the  Golden  Gate  Recreation 
Area,  and  State  coastal  lands  which  are  equally  valuable.  Local 
input  I  am  sure  was  solicited  because  of  local  knowledge  of  vital 
coastally  related  economic  interests.  I  urge  you  not  to  diminish  the 
involvement  of  local  governments,  but  to  enhance  it.  In  a  nation 
such  as  ours  the  differences  are  as  important  as  the  similarities. 
And  we  hope  you  will  help  us  to  retain  them. 

Thank  you  very  much. 

[The  information  follows:] 

Statement  of  Fred  Lyon,  Chairman,  Board  of  Supervisors,  San  Mateo 

County,  Calif. 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  Fred  Lyon,  Chairman  of  the 
Board  of  Supervisors  of  San  Mateo  County.  San  Mateo  County  is  the  County 
immediately  south  of  San  Francisco.  It  is  bounded  on  the  west  for  its  entire  length 
by  the  Pacific  Ocean  and  on  the  east  for  its  entire  length  by  San  Francisco  Bay.  It  is 
the  County  in  the  Bay  Area  which  will  be  most  affected  by  Lease  Sale  No.  53,  in 
that  sixty  (60)  tracts  off  the  San  Mateo  County  Coast  are  currently  designated  for 
study  and  likely  subsequent  lease  sale.  I  feel  that  it  is  appropriate  to  add  my  word 
of  welcome  to  you  particularly  since  San  Mateo  County  is  the  location  of  the  San 
Francisco  International  Airport  and  the  County  on  whose  soil  you  first  set  foot 
when  you  arrived  in  the  Bay  Area. 

During  the  course  of  my  testimony  I  will  be  telling  you  among  other  things  that 
local  government  has  been  largely  ignored,  even  though  the  OCS  Amendments 
required  that  they  be  included  in  the  OCS  process.  I  will  be  telling  you  that  the 
federal  bureaucracy  has  been  unresponsive  to  local,  state  and  regional  needs  and 
concerns,  and  I  will  be  telling  you  that  the  federal  employees  involved  in  bringing 
out  OCS  lease  plans  are  oriented  not  toward  the  requirements  of  the  OCS  Lands  Act 
and  its  Amendments  but  toward  the  lone  goal  of  obtaining  oil  of  any  quality,  good 
or  bad,  at  any  cost,  high  or  low,  from  the  Outer  Continental  Shelf. 

Since  statements  such  as  those  will  be  implicit  and  explicit  throughout  my  testi- 
mony, it  is  necessary  for  me  to  say  at  the  outset  that  the  people  with  whom  we  have 
worked  in  order  to  try  to  obtain  information — the  people  of  the  Bureau  of  Land 
Management,  the  people  at  the  U.S.  Geological  Survey,  the  people  at  the  Depart- 
ment of  the  Interior  itself,  have  all  been  cooperative.  They  have  all  made  an  effort 
to  supply  us  with  the  information  that  we  have  needed.  It  is,  therefore,  my  hope 
that  none  of  my  remarks  will  be  taken  as  pejorative  in  any  way  toward  those  people 
because  that  is  not  intended.  I  believe  it  is  the  nature  of  the  process  and  the 
generally  closed  nature  of  the  federal  system,  along  with  the  professional  orienta- 
tion of  the  employees,  that  has  created  the  problem  to  which  I  refer.  The  federal 
system  has  traditionally  been  a  closed  system  and  the  federal  bureaucracy  does  not 
understand  public  participation  in  the  same  manner  that  public  participation  is 
understood  in  the  State  of  California.  The  question  that  your  hearing  asks— "Has 
the  intent  of  Congress  with  respect  to  the  OCS  Lands  Act  Amendments  been  carried 
out?"  should,  in  my  opinion,  be  augmented  with  an  additional  question.  "Has  the 
letter  of  the  OCS  Lands  Act  been  carried  out?"  Because,  of  course,  if  the  letter  of 
that  law  has  been  met  then  the  intent  of  Congress  cannot  have  been  met.  I  will 
speak  only  of  those  sections  of  the  Amendments  with  which  I  am  particularly 
familiar  or  with  sections  that  directly  affect  my  jurisdiction.  The  first  of  those  is 
Section  18,  as  added  by  Section  208  of  the  Amendments,  The  Outer  Continental 
Shelf  leasing  program.  It  is  my  belief  that  there  are  two  severe  deficiencies  with 
respect  to  carrying  out  this  section  of  the  Amendments.  Violation  of  the  letter  of 
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the  law  on  either  one  subjects  The  Department  of  the  Interior  to  potential  legal 
action  which  would  severely  delay  any  lease  sale. 

First,  that  section  requires  that  consideration  be  given  to  regional  energy  mar- 
kets, to  fisheries,  to  navigation,  to  the  laws  and  policies  of  the  affected  state,  to 
marine  productivity  and  environmental  sensitivity,  to  environmental  and  predictive 

information.  o  m^     c- 

How  can  these  factors  be  considered  when  they  are  not  known?  The  tive-year 
lease  program  includes  lease  sales  in  Area  No.  53  before  mandated  environmental 
studies  are  completed. 

What  comprehensive,  predictive  studies  have  been  done  regardmg  the  effect  ot 
offshore  drilling,  leakage,  spillage  and  transportation  on,  not  the  ocean,  but  on  San 
Francisco  Bay  itself  where  there  is  no  past  relevant  experience? 

The  second  deficiency  is  that  affected  local  governments  which  are  referred  to 
again  and  again  in  the  Amendments  are  ignored  again  and  again  in  carrying  them 
out.  We  were  told  by  Mr.  Fergus  of  the  Bureau  of  Land  Management  that  the  term 
"affected  local  government"  for  practical  purposes  could  be  interpreted  as  the 
governor  of  the  state  and  if  we  had  comments  to  make  on  certain  of  the  programs, 
particularly  in  this  case  to  five-year  leasing  programs,  we  should  contact  the  Gover- 
nor of  the  State  of  California.  That  may  be  local  in  New  England,  where  the  states 
are  smaller,  but  it's  not  local  in  the  opinion  of  California's  local  governments. 

The  next  section  to  which  I  refer,  deals  with  Environmental  Studies,  Section  20.  It 
states:  "The  Secretary  shall  conduct  a  study  of  any  area  or  region  included  in  any 
oil  and  gas  lease  sale  in  order  to  establish  information  needed  for  assessment  and 
management  of  environmental  impacts  on  human,  marine  and  coastal  environ- 
ments of  the  outer  Continental  Shelf  and  the  coastal  areas  which  may  be  affected 
by  oil  and  gas  development  in  such  area  or  region."  We  have  been  informed  that 
these  studies  will  not  be  completed  in  time  to  be  included  in  the  Environmental 
Impact  Statement's  for  Lease  Sale  No.  53.  This  certainly  ignores  the  intent  of 
Congress  which  was  clearly  to  know  the  effect  of  drilling  before  proceeding. 

The  Oil  and  Gas  Information  Program  is  another  requirement  of  the  1978  Amend- 
ments. When  the  Oil  and  Gas  Information  Program  came  to  the  Bay  Area,  I 
attended  the  seminar  which  was  presented  in  the  main  by  the  Mitre  Corporation,  a 
contractor  to  USGS.  We  were  told  very  frankly  that  Outer  Continental  Shelf  drill- 
ing in  the  Bay  Area  was  an  inevitablity  and  that  the  purpose  of  the  information 
program  was  to  prepare  us  for  its  impacts.  The  possibility  that  information  regard- 
ing the  quality  of  the  oil,  the  cost  of  obtaining  it,  the  degradation  or  damage  to  local 
areas  might  mitigate  against  any  Outer  Continental  Shelf  drilling  whatsoever  was 
never  considered.  Transportation  of  oil  from  the  shore  of  San  Mateo  County  would 
take  place  in  one  of  three  ways:  one,  by  pipeline  across  the  San  Andreas  Fault, 
through  the  watershed  lands  which  provide  the  storage  for  the  water  supply  for  the 
City  and  County  of  San  Francisco  and  the  County  of  San  Mateo,  either  under, 
through  or  over  San  Francisco  Bay  and  on  to  the  refineries  which  you  will  see  later 
this  week;  two,  by  surface  transportation  along  one  lane  roads  which  are  curving  in 
some  cases  mountainous  and  in  almost  all  cases  treacherous;  or,  three,  under 
current  proposals  by  100,000-barrel  barges  from  the  site  of  the  drilling  through  the 
Golden  Gate  along  San  Francisco  Bay  to  the  refinery.  It  is  absolutely  inconceivable 
to  me  that  those  are  real  possibilities.  Oh,  I  should  have  mentioned  the  fourth 
transportation  possibility,  and  that,  of  course,  is  by  tanker  through  the  Panama 
Canal  to  the  East  Coast  where  it  is  possible  to  refine  the  grade  of  crude  that  is 
likely  to  be  found  off  the  San  Mateo  Coast  according  to  information  provided  to  us 
by  USGS  early  in  this  process,  which  they  now  deny  that  they  gave  us.  Unfortu- 
nately, the  time  allotted  to  me  does  not  permit  my  going  into  further  examples  but 
I  do  feel  the  necessity  to  comment  on  the  nomination  process  from  the  standpoint  of 
local  governments. 

The  key  feature  of  the  nomination  process  that  appeals  to  local  government  was 
that  local  government  would  have  an  opportunity  to  point  out  to  the  Department  of 
the  Interior  with  substantiation  the  specific  conflicts  that  existed  between  offshore 
leasing  and  the  regular  and  necessary  conduct  of  business  within  a  given  region  or 
local  area.  Fisheries  and  marine  lanes  could  be  pointed  out,  the  existence  of  marine 
mammals  within  a  drilling  area  could  be  called  to  BLM's  attention,  as  could  tourism 
as  an  industry,  agriculture,  a  particularly  pristine  coast  which  had  been  preserved 
with  considerable  federal  dollars.  We  honestly  believed  that  the  call  for  nominations 
would  result  in  a  balancing  of  the  interests  of  other  businesses  with  the  interests  of 
the  oil  companies,  a  balancing  of  a  need,  for  example,  for  protein  with  the  need  for 
oil.  Unfortunately,  the  nomination  process  did  not  have  the  effect  and  we  believe 
that  the  primary  reason  it  did  not  is  because  the  negative  nominations  were 
ignored.  Considerable  time  and  money  was  spent  by  the  County  of  San  Mateo  in 
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filing  its  negative  nomination.  I  am  aware  because  I  am  a  member  of  the  Central 
Coast  Regional  Coastal  Commission  that  considerable  time  and  money  was  spent  for 
a  negative  nomination  to  be  filled  by  the  Coastal  Commission  and  we  believe  that 
that  was  ignored.  The  nomination  process  is  unfortunately  a  joke.  I  do  not,  however, 
recommend  the  ending  of  the  nomination  process.  I  believe  that  the  nomination 
process  was  established  by  legislation  and  regulation  for  the  reasons  that  I  pointed 
out,  so  that  local  governments  would  be  able  to  point  out  conflicts  in  resource 
requirements  which  were  of  value  not  just  to  that  locality,  but  to  the  entire  nation. 
So  rather  than  to  do  away  with  the  nomination  process,  I  would  like  to  see  the 
nomination  process  given  some  teeth  so  that  it  can  be  enforced  and  could  serve  the 
purpose  that  I  presume  was  intended  by  Congress  for  it  to  serve. 

In  conclusion,  the  reason  for  the  involvement  of  local  government  was  not  intend- 
ed to  be  a  sop,  it  was  intended  to  allow  the  national  interest  to  be  served  by 
preventing  the  degradation  and  destruction  of  unique  local  features  such  as  San 
Francisco  Bay,  the  Golden  Gate  National  Recreation  Area,  and  State  Coastal  lands 
which  are  equally  valuable. 

Local  input,  I  am  sure,  was  solicited  because  of  local  knowledge  of  vital  coastally 
related  economic  interests.  I  urge  you  not  to  diminish  the  involvement  of  local 
governments,  but  to  enhance  it.  In  a  nation  such  as  ours,  the  differences  are  as 
important  as  the  similarities.  We  hope  you  will  help  us  to  retain  them. 

The  Chairman.  Thank  you,  Mr.  Lyon. 

Mr.  Reynolds,  we  have  reviewed  your  very  comprehensive  state- 
ment. We  want  to  congratulate  you  on  it.  You  may  proceed. 

STATEMENT  OF  ALBERT  F.  REYNOLDS 

Mr.  Reynolds.  Thank  you,  Mr.  Chairman.  I  will  summarize  and 
give  you  highlights,  starting  at  the  bottom  line  of  page  27,  because 
I  want  to  make  sure  some  of  the  constructive  suggestions  that  we 
have  worked  out  over  the  years  and  that  I  articulated  in  this 
statement  are  recorded. 

The  proposed  5-year  OCS  leasing  schedule  must  be  thoroughly 
reexamined:  it  does  not  comply  with  the  OCS  amendments;  it  per- 
petrates a  "drain  America  first"  policy  which  may  not  be  in  the 
national  interest. 

The  Santa  Barbara  Channel  has  been  the  site  of  two  major  lease 
sales,  all  but  23  of  its  roughly  170  leasable  tracts  have  been  offered 
at  least  once,  118  of  these  tracts  have  been  leased:  The  Santa 
Barbara  Channel  should  be  deleted  from  future  sales. 

If  lease  sale  No.  53  is  to  occur,  reasoned  local  concerns  must  be 
accommodated:  drilling  must  not  be  permitted  in  vessel  routing 
systems  or  sensitive  biological  areas;  local  air  standards  must  be 
enforced;  effective  oil  spill  protections  must  be  operational;  compre- 
hensive planning,  from  production  to  marketing,  must  be  realisti- 
cally considered. 

In  the  moral  equivalent  of  war.  Federal  exploration  of  OCS  re- 
sources should  be  done  to  determine  the  relative  value  of  this 
potential  energy  source. 

National  reserve  status  should  be  seriously  considered  for  all 
remaining  OCS  unleased  tracts  offshore  Santa  Barbara  County. 

Let  me,  however,  see  how  much  of  my  prepared  summary  I  can 
get  through  in  my  time.  My  remarks  today  represent  my  personal 
views  as  an  individual  who  has  been  intimately  involved  in  the 
subject  of  this  hearing.  I  am  the  director  of  the  Santa  Barbara 
County  Department  of  Environmental  Resources  and  have  been  in 
charge  of  the  county's  environmental  review  process  since  1973. 
One  of  my  duties  has  been  the  analysis  of  the  effects  of  OCS  oil 
and  gas  development  on  the  county  and  the  review  of  the  Interior 
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Department's  proposed  lease  sales  and  the  environmental  impact 
statements  written  for  those  sales.  I  have  thus  been  directly  in- 
volved in  the  appraisal  of  lease  sales  No.  35,  48,  and  53  EIS's;  OCS 
development  plans  and  EISs  for  platforms  Hondo,  "C,"  Henry,  and 
Grace;  plus  the  programmatic  EIS  for  the  resumption  of  drilling  in 
the  Santa  Barbara  Channel.  Under  the  California  Environmental 
Quality  Act  (CEQA),  I  have  also  managed  EIR's  on  such  major 
energy  projects  as  the  Exxon,  Arco,  and  Chevron  onshore  process- 
ing facilities  as  well  as  the  Point  Conception  LNG  site.  I  greatly 
appreciate  this  opportunity  to  share  with  you  my  thoughts  on  OCS 
oil  and  gas  development  generally  and  on  OCS  lease  sale  53  in 
particular. 

Let  me  say  at  the  outset  that  I  appreciate  the  courtesy  of  all  the 
Interior,  BLM,  and  USGS  representatives  with  whom  I  have  been 
in  contact  during  the  lease  sale  process.  My  criticisms  today  focus 
on  the  assumptions  underlying  the  OCS  leasing  policy,  and  the  lack 
of  a  meaningful  role  for  local  and  State  authorities  in  the  leasing 
process. 

I  would  agree  there  has  been  a  communication  process.  My  con- 
cern is  our  articulated  problems  with  specific  tracts,  safety,  air 
quality  concerns,  and  what  have  you,  have  not  been  acted  on  in  the 
tract  selections,  nomination  processes,  nor  in  the  actual  lease  let- 
ting. 

I  also  want  to  talk  to  you  a  little  bit  about  what  we  have  done 
constructively  to  act  on  the  energy  resources  of  Santa  Barbara, 
including  cooperation  with  the  petroleum  industry — in  our  day-to- 
day reality  of  ongoing  legally  contracted  development. 

Let  me  call  attention  to  some  of  the  policies  of  the  Santa  Bar- 
bara County  Board  of  Supervisors  as  expressed  in  official  corre- 
spondence. The  hallmark  of  those  policies  is  that  such  OCS  oil  and 
gas  development  as  takes  place  offshore  Santa  Barbara  County 
should  be  undertaken  only  under  the  most  stringent  safety  and 
environmental  safeguards  possible.  The  county  was  particularly 
concerned  that  the  Department  proceeded  with  lease  sale  No.  48 
without  complying  with  its  request  that  an  OCS  air  quality  regula- 
tory process  insuring  that  OCS  activities  conform  to  local  air  qual- 
ity requirements  be  in  place  prior  to  the  lease  sale,  and  also  I  am 
concerned  that  the  sale  included  tracts  within  or  near  the  channel 
vessel  traffic  separation  scheme,  which  was  vigorously  opposed  by 
shipping  interests,  local  governments,  and  the  State.  I  agree  with 
the  coastal  commission  in  holding  that  these  two  circumstances 
alone  violate  the  consistency  provisions  of  the  Coastal  Zone  Man- 
agement Act  of  1972  because  they  are  contrary  to  provisions  of 
plans  and  policies  adopted  under  California's  federally  approved 
coastal  management  program.  The  points  I  intend  to  make  today 
are  the  following: 

One,  "consultation"  with  local  governments,  as  provided  for  in 
the  OCS  Lands  Act  amendments,  has  not  yet  been  realized  in  a 
meaningful  way; 

Two,  DOI's  current  interpretation  of  the  air  quality  requirements 
of  the  OCS  Lands  Act  amendments  creates  a  double  standard 
which  is  categorically  unacceptable  to  local  governments  and,  I 
believe,  the  State; 
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Three,  DOI  continues  to  plan  lease  sales  and  permit  OCS  devel- 
opment in  an  information  vacuum  of  response  data,  environmental 
risks,  and  regional  oil  and  gas  supply/ requirement  balancing; 

Four,  the  5-year  leasing  schedule  appears  to  have  been  deter- 
mined almost  exclusively  by  criteria  which  favors  petroleum  indus- 
try economics  and  does  not  reflect  a  balancing  of  regional  benefits 
and  risks,  or  a  concern  for  any  national  environmental  policy;  and 

Five,  if  the  proposed  5-year  schedule  is  approved,  Santa  Barbara 
County,  which  has  seen  three  lease  sales  in  the  channel  to  date, 
will  likely  see  four  lease  sales  in  4  years. 

The  county  played  the  game  in  lease  sale  No.  48  and  lost.  It 
made  negative  nominations  which  were  not  acted  on;  the  county 
documented  why  it  felt  certain  tracts  should  be  deleted  and  they 
were  left  in  to  be  sold;  it  asked  for  lease  stipulation  assurances, 
which  were  ignored;  and  it  questioned  the  very  wisdom  of  proceed- 
ing with  the  sale  when  existing  leases  in  the  channel  were  being 
taken  back  for  nondiligence.  The  county  demonstrated  beyond  a 
shadow  of  a  doubt  at  its  own  expense  that  local  onshore  air  quality 
would  be  seriously  affected — to  the  point  of  making  it  impossible 
for  the  county  to  attain  Clean  Air  Act  standards  if  the  lease  sale 
proceeded  unmitigated.  This  last  point  was  at  least  addressed  in 
the  final  EIS  and  in  the  Secretary's  decision  document.  The  county 
asked  that  tracts  not  be  leased  in  seismic  hazard  and  environmen- 
tally sensitive  areas,  and  that  tracts  in  the  Santa  Barbara  Channel 
shipping  lanes  be  deleted  in  an  effort  to  avoid  having  Alaskan 
supertankers  and  LNG  carriers  run  a  veritable  slalom  among  plat- 
forms. 

Perhaps  most  disturbing  of  all  was  Interior's  response  to  the 
county  comments  on  the  proposed  air  regulations.  Interior  ex- 
plained that,  in  effect,  there  would  be  no  real  role  for  State  and 
local  government  in  OCS  air  quality  control;  sources  under  100 
tons  would  be  exempted;  and  other  regulations  far  less  strict  than 
California's  new  source  review  rules  were  considered  acceptable. 

Some  of  Santa  Barbara  County's  specific  criticisms  of  the  lease 
sale  48  EIS  were  its  failure  to:  give  full  analysis  of  the  "no  project" 
alternative  which  would  have  necessitated  a  realistic  appraisal  of 
the  role  of  OCS  sources  in  the  Nation's  petroleum  budget;  incorpo- 
rate suggested  lease  stipulations  for  rigorous  training  of  drill  rig 
and  other  personnel  actually  involved  in  OCS  operations  and  for 
special  drilling  safeguards;  to  provide  for  environmental  monitor- 
ing programs — especially  in  air  and  water — to  insure  compliance 
with  Federal  regulations;  require  lessees  to  provide  adequate  oil- 
spill  containment  and  cleanup  equipment  consistent  with  levels  of 
development  and  notices  to  affected  onshore  entities  of  intended 
OCS  activities  impacting  them. 

I  believe  there  is  an  obligation  on  the  part  of  Interior  and  the 
regulatory  agencies  to  make  sure  that  there  is  in  fact  on  station 
the  necessary  and  competent  technical  equipment  to  deal  with, 
contain,  and  clean  up  oilspills  in  excess  of  over  4  to  6  feet.  I 
personally  know — and  I  have  worked  with  the  industry,  with  Clean 
Seas  in  the  Santa  Barbara  Channel — of  no  current  equipment  that 
will  perform  that  task.  And  I  am  deeply  concerned  that  Interior 
feels  comfortable  and  apparently  is  proceeding  with  these  lease 
sales,  particularly  the  projected  5-year  leasing  program,  which  they 
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feel  can  be  done  in  a  safe  manner,  when  in  fact  there  is  no  such 
spill  containment  and  cleanup  technology  and  equipment  available 
on  station  and  prepared  to  prevent  the  oilspills,  and  to  handle 
them  when  they  take  place. 

I  would  prefer  to  prevent  than  to  compensate  somebody  when  his 
business  has  been  ruined  on  the  coastline  of  California. 

With  respect  to  our  experience  in  lease  sale  53,  many  of  the 
same  mistakes  in  the  lease  sale  48  process  are  being  repeated  in 
lease  sale  53,  in  some  instance  with  even  greater  ambiguity,  begin- 
ning back  in  1977. 

On  February  18,  1977,  Secretary  Andrus,  having  just  replaced 
Kleppe  and  as  one  of  his  first  official  acts,  postponed  lease  sale  53 
for  lack  of  adequate  information. 

On  June  3,  1977,  Secretary  Andrus  testified  before  the  House 
Ways  and  Means  Committee,  stating  that  he  might  set  an  indefi- 
nite moratorium  on  leasing  in  the  general  Pacific  area  (lease  sale 
53  and  Oregon  and  Washington  combined)  because  of  inadequate 
resources  and  significant  environmental  risks. 

On  June  15,  1977,  however.  Interior  solicited  comments  on  the 
formulation  of  a  1979-81  leasing  schedule  and  included  lease  sale 
53. 

On  July  15,  1977,  State  and  local  officials  registered  opposition  to 
a  lease  sale  53  and  industry  ranked  it  16  out  of  18  in  terms  of 
resource  potential. 

On  August  2,  1977,  a  draft  planning  schedule  was  released:  lease 
sale  53  was  scheduled  for  February  1981. 

In  November  1977,  Santa  Barbara  expressed  strong  opposition  to 
this  sale  to  Secretary  Andrus,  but  on  November  29,  1977,  a  call  for 
nominations  was  issued. 

Santa  Barbara  County  spent  the  next  7  months  developing  a 
rigorous  argument  in  support  of  negative  nominations  for  this 
proposed  sale.  Santa  Barbara  County's  formal  negative  nomina- 
tions were  forwarded  to  Secretary  Andrus  in  June  1978.  The  coun- 
ty's reasons  included  Interior's  failure  to  demonstrate  a  need  for 
the  sale,  onshore  air  quality  impacts,  navigational  hazards  result- 
ing from  Alaskan  oil  and  Point  Conception  LNG  tankers  in  the 
area,  possible  damage  to  a  major  marine  biologic  transition  zone — 
one  of  five  in  the  world — in  the  Point  Conception  area,  and  the 
unpredictable  commitment  industry  is  likely  to  make  in  this  area, 
especially  in  light  of  the  existing  supply  of  undeveloped  lease  tracts 
already  off  California. 

One  problem  is  that  these  explicit  concerns  developed  by  Santa 
Barbara  County  at  considerable  time  and  expense  to  its  constitu- 
ents— let  me  say  in  the  postproposition  13  climate  in  California,  we 
cannot  afford  it — appears  to  carry  little  or  no  weight  in  the  BLM/ 
USGS  selection  process.  Why  bother  with  this  type  of  charade?  It 
would  seem  more  prudent  to  eliminate  the  negative  nomination 
step  altogether  than  to  raise  the  false  expectations  that  local  gov- 
ernments can  influence  policy  decisions  affecting  a  sale. 

Let  me  tell  you  again,  as  emphatically  as  I  can,  that  despite  the 
best  efforts  of  five  coastal  counties,  and  even  Governor  Brown's 
giant  killer  ARB,  there  are  no  mitigation  measures  or  regulatory 
guarantees  in  place  to  protect  local  onshore  air  quality  or  prevent 
its  degradation  to  unacceptable  levels  as  a  result  of  OCS  lease  sale 
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No.  48  development.  If  Interior  persists  in  promulgating  weak  air 
regulations,  then  there  will  be  an  even  greater  cost  to  local  govern- 
ment in  terms  of  air  pollution,  deterioration  of  health,  and  loss  of 
jobs.  I  understood  the  intent  of  the  OCS  Lands  Act  amendments  to 
be  that  of  balancing  national  energy  need  against  local  damage. 
Such  a  balance  does  not  currently  exist. 

One  of  the  most  visible  costs  of  poor  OCS  planning  is  the  cost  of 
an  oilspill.  In  a  rare  display  of  candor,  the  Interior  Department's 
final  EIS  on  lease  sale  No.  35  stated:  "A  major  oilspill  will  ulti- 
mately occur  and  many  minor  spills  will  occur."  So  we  can  look 
forward  in  Interior's  own  language  to  major  oilspills  off  California, 
if  these  leasing  programs  continue  to  go  forward. 

The  costs  of  the  Santa  Barbara  spill  which  spewed  10,000  to 
75,000  barrels  of  crude  into  the  channel  and  onto  our  shores:  After 
5  years  of  litigation,  an  out-of-court  settlement  awarded  $15  million 
to  the  various  governmental  and  private  parties  suffering  damages. 

But  some  losses  not  recovered  far  exceeded  their  actual  settle- 
ments. One  of  the  most  heavily  damaged  industries  was  our  com- 
mercial fishermen.  Santa  Barbara's  tourist-oriented  economy  suf- 
fered a  crippling  blow  as  well.  State  and  local  government  tax 
revenues  were  reduced  as  a  result  of  a  decline  in  retail  sales,  motel 
and  hotel  occupancy  and  on  all  other  tax  revenue  sources  affected 
in  the  aftermath  of  the  spill.  These  tax  losses  were  officially  esti- 
mated at  more  than  $24  million. 

Fifteen  or  twenty-four  million  dollars  may  not  seem  like  much  to 
an  oil  company  which  invests  such  sums  just  for  the  privilege  to 
explore  an  OCS  tract,  but  losses  that  large  to  a  small  community 
will  be  devastating. 

Air  quality  is  one  of  our  most  precious  commodities.  Only  when 
it  has  been  lost  is  it  really  appreciated. 

Santa  Barbara  County  has  established  that  the  hydrocarbon 
emissions  from  tanker  crude  loading  and  other  offshore  sources 
seriously  affect  its  onshore  air  quality.  Interior's  final  EIS  had  to 
admit  this  in  the  face  of  overwhelming  rejection  of  earlier  asser- 
tions to  the  contrary. 

Despite  this  admission,  a  lease  sale  was  held  which  contains  no 
strategies  or  mitigation  measures  to  diminish  OCS  emissions,  and 
which  proposes  air  quality  regulations  that  fall  far  short  of  the 
rules  Santa  Barbara  must  apply  to  sources  onshore  and  out  to  the 
3-mile  line  offshore. 

To  attain  clean  air  standards  in  the  face  of  OCS  impacts,  Santa 
Barbara  may  have  to  prohibit  commercial  and  industrial  sources 
onshore  which  are  vital  to  local  economic  growth. 

With  respect  to  OCS  planning,  my  first  concern  is  that  the 
Federal  Government  has  not  made  a  proper  appraisal  of  the  role  of 
the  OCS  as  a  potential  energy  source  in  our  ongoing  national  crisis. 
The  biggest  problem  is  that  there  is  no  reliable  resource  data 
available.  Government  estimates  constantly  change.  The  USGS's 
figures  for  lease  sale  48  recoverable  oil  reserves  are  715  million 
barrels  of  oil  as  late  as  May  1979. 

After  a  third  of  the  tracts  were  deleted  for  having  low  resource 
potential,  this  figure  was  revised  abruptly  a  few  days  before  the 
final  leasing  decision  to  nearly  one-seventh  of  that  total,  or  104 
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million  barrels.  But  after  the  sale,  this  figure  unexplicably  re- 
bounded upward  to  208  million  barrels. 

I  find  little  comfort  in  knowing  my  energy  future  is  being 
planned  so  capriciously.  The  Santa  Barbara  Channel  is  considered 
to  be  one  of  the  west  coast's  most  promising  oil  and  gas  provinces. 
In  fact,  47  of  the  54  leases  sold  by  lease  sale  48  are  located  in  the 
Channel.  Yet  the  USGS  oil  and  gas  estimates  for  sale  No.  48  would 
provide  less  than  10  days  of  the  national  demand  for  crude  oil — 
assuming  20  million  barrels  of  oil  consumed  per  day. 

Even  this  picture  may  be  optimistic  considering  the  quality  of 
channel  crude,  especially  the  Monterey  formation,  which  accounts 
for  half  the  estimated  crude  in  the  channel.  This  crude  is  high  in 
sulfur,  low  in  viscosity;  a  combination  best  suited  for  asphalt  pav- 
ing. To  further  complicate  matters,  there  is  at  present  insufficient 
refining  capacity  on  the  west  coast  to  handle  even  the  smallest 
anticipated  volumes. 

My  question  is  this:  To  make  the  soundest  judgment  possible  of 
the  potential  OCS  contribution  to  this  country's  domestic  energy 
stocks,  in  this  time  of  critical  need,  shouldn't  the  Government  itself 
acquire  that  information  at  the  earliest  possible  date?  My  answer 
is  "Yes."  It  strikes  me  as  a  fatal  flaw  to  rely  on  the  OCS  as  a 
meaningful  source  of  energy  lacking  such  intelligence. 

Solution:  As  the  GAO  recommended  years  ago,  separate  the  ex- 
ploratory and  production  phases  of  OCS  development.  Charge  the 
USGS  with  acquiring  the  resource  data  prior  to  a  lease  sale  by 
direct  contract  with  the  drill  ships  just  as  the  industry  does  follow- 
ing a  lease  sale. 

You  gentlemen  know  as  well  as  I  know  that  the  oil  industry,  oil 
companies  do  not  drill.  Drilling  contracting  companies  drill.  What  I 
am  suggesting  is  a  simple  business  arrangement  of  contracts  with 
the  USGS  for  the  drilling  ships  to  get  the  same  information  but  at 
a  much  earlier  date.  And  if  we  are  in  this  moral  equivalent  of  war, 
we  should  do  this  now  on  a  crash  basis.  Informed  decisions  could 
then  be  made  as  to  the  real  role  that  the  OCS  can  play  in  our 
national  energy  supply  planning. 

And  to  repeat:  Don't  delay.  Put  up  the  necessary  money  for 
exploratory  drilling  contracts  now  and  get  on  with  it.  I  submit  that 
such  an  approach  makes  the  present  5-year  leasing  program  look 
like  foot  dragging. 

I  also  take  issue  with  the  very  thesis  underlying  the  OCS  leasing 
program.  It  is  a  dangerous  "drain  America  first"  policy  which 
would  see  us  deplete  a  domestic  resource  rather  than  set  it  aside 
for  future  generations.  The  proper  OCS  role  could  be  that  of  a 
scheduled  national  reserve. 

The  present  Interior  Department  leasing  program  is  a  manifesta- 
tion of  the  Federal  Government's  overemphasis  on  increasing  sup- 
ply of  energy  to  solve  our  current  crisis  rather  than  insisting  on 
lowering  energy  demand. 

Lack  of  diligence  by  industry  on  the  development  of  existing 
leases  is  another  reason  Santa  Barbara  County  questioned  the  need 
for  both  lease  sales  48  and  53.  Consider  that  71  channel  leases  were 
let  in  1968;  and  another  47  were  added  in  June  of  this  year  as  a 
result  of  lease  sale  48. 
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Industry  was  constrained  from  drilling  for  some  4  years  after  the 
1969  oil  spill.  As  of  this  moment,  only  a  half-dozen  of  the  original 
71  leases  are  in  production  or  development,  over  30  of  the  original 
71  have  expired  due  to  lack  of  industry  interest,  and  the  remainder 
are  protected  by  unitization  agreements  which,  in  these  instances, 
are  no  more  than  leaseholding  devices. 

At  least  five  of  the  expired  leases  were  canceled  by  Secretary 
Andrus  for  nondiligence,  and  I  applaud  this  watchfulness  of  the 
Secretary.  Several  months  ago  Secretary  Andrus  attempted  to 
cause  Exxon  to  expedite  its  exploration  and  development  of  the  17- 
lease  Santa  Ynez  Unit.  A  few  days  ago  Interior  announced  its 
failure  in  this  effort.  Exxon  actually  sued  to  enjoin  the  Secretary 
from  pressing  any  additional  diligence  requirements  beyond  what 
Exxon  had  proposed  years  earlier. 

Thus,  16  of  the  17  leases,  some  without  any  exploratory  drilling 
at  all,  and  all  of  them  now  IPA  years  old,  remain  insulated  against 
attempts  to  cause  timely  development  of  our  OCS  resources. 

So  I  am  skeptical  of  the  rush  to  grant  new  leases  when  I  see 
industry  resisting  Government  efforts  to  speed  up  development  of 
existing  leases,  when  many  overextended  leases  in  the  Santa  Bar- 
bara Channel  stand  idle,  and  when  daily  production  from  active 
OCS  wells  in  the  channel  has  fallen  to  30,308  barrels  per  day  as  of 
May  1979. 

I  had  some  prepared  comments  on  the  5-year  leasing  program.  I 
will  submit  them. 

With  respect  to  lease  sale  53,  it  is  really  too  early  to  assess  the 
validity  of  the  environmental  review  document.  It  has  not  as  yet 
been  prepared.  But  I  am  hopeful  many  of  the  same  mistakes  made 
in  lease  sale  48  will  not  be  perpetuated  in  the  upcoming  environ- 
mental process  on  lease  sale  53. 

Let  me  speak  briefly  to  some  constructive  alternatives,  things  we 
are  doing  at  the  local  level  to  try  to  get  on  with  energy.  Now  I 
would  like  to  tell  you  about  the  things  in  this  business  Santa 
Barbara  County  has  done  or  is  doing  to  make  the  system  work  for 
all  concerned  parties. 

The  county  established  clear-cut  policies  for  onshore  processing 
plants  as  far  back  as  1967 — before  the  first  major  lease  sale  off- 
shore Santa  Barbara.  The  county  has  had  a  petroleum  administra- 
tor to  regulate  onshore  petroleum  operations.  The  county  has 
adopted  strict  but  equitable  new  source  review  and  tanker-loading 
ordinances  to  protect  air  quality. 

The  county  has  an  air  quality  attainment  plan  providing  strate- 
gies such  as  pipelining  to  replace  tankering  to  abate  the  onshore 
impacts  of  offshore  emissions.  The  county  is  close  to  completing  its 
local  coastal  plan  which  provides  for  siting  onshore  oil  and  gas 
facilities  and  has  dealt  promptly  with  applications  for  such  facili- 
ties. 

Lest  there  be  any  misunderstanding,  you  should  know  that  the 
county  has  approved  every  permit  requested  by  an  offshore  opera- 
tor since  1973,  including  Exxon's  permit  for  its  Las  Flores  plant  in 
1975.  And  not  every  company  is  as  stubborn  as  Exxon. 

Arco  is  proceeding  after  unanimous  county  approval  of  its  Ell- 
wood  expansion  plans.  Chevron  received  a  similarly  unanimous 
approval  this  month  for  county-regulated  portions  of  its  Platform 
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Grace  operation.  I'm  pleased  to  say  that  the  Chevron  EIR  was 
designed  as  a  single  document  and  review  process  which  met  the 
decision  needs  of  the  California  Environmental  Quality  Act — 
CEQA — for  all  city,  county,  and  State  approvals,  as  well  as  NEPA 
for  Federal  decisionmakers. 

The  EIR  also  served  as  a  vehicle  for  a  Chevron-county  negotia- 
tion of  a  land  pipeline  to  Ventura  County  to  replace  tanker  loading 
at  Carpinteria. 

You  should  also  note  that  Chevron's  permit  was  processed  in  a 
timely  manner  under  California's  expedited  permitting  process. 
And  because  of  our  assistance,  and  the  cooperation  of  USGS,  the 
Corps  of  Engineers,  and  FERC,  and  other  Federal  agencies,  time 
requirements  for  Federal  permits  were  foreshortened  by  eliminat- 
ing the  need  to  prepare  a  separate  environmental  document. 

We  also  work  with  industry  in  our  joint  pipeline  working  group. 
The  governmental  representatives  are  examining  ways  to  expedite 
the  environmental  and  permit  process  based  on  the  Chevron  model 
and  checking  into  right-of-way  acquisition.  This  is  a  practical  dem- 
onstration of  the  county's  position  that  if  channel  development  is 
to  take  place,  it  should  be  done  in  a  manner  to  mitigate  safety  and 
environmental  hazards.  It  also  shows  that  the  county  works  con- 
structively with  the  petroleum  industry  to  expedite  energy  produc- 
tion when  local  concerns  are  given  responsible  consideration. 

The  county's  concern  for  energy  planning  does  not  end  with 
accommodating  oil  and  gas  development  offshore  and  onshore.  The 
county  is  also  looking  into  alternative  energy  technologies,  solar 
energy  development,  and  conservation.  To  this  end,  the  county  is 
developing  an  energy  element  for  its  comprehensive  plan  emphasiz- 
ing conservation  and  a  balanced  energy  budget  for  the  county.  The 
supervisors  have  taken  State  and  national  leadership  by  adopting 
an  ordinance  requiring  solar-assisted  heating  for  all  new  swimming 
pools  and  by  seriously  considering  solar-assisted  heating  for  all  new 
residential  dwellings. 

I  think  if  you  could  come  to  Santa  Barbara,  you  would  see  that 
this  county  takes  a  responsible,  well-reasoned  attitude  toward  ener- 
gy development.  We  ask  that  the  process  be  improved  where  our 
local  concerns  will  be  taken  into  consideration  in  the  future  in  the 
leasing  which  is  scheduled  to  take  place. 

I  thank  you. 

[The  statement  follows:] 

Personal  Testimony  of  Albert  F.  Reynolds,  Director,  Department  of 
Environmental  Resources,  Santa  Barbara  County 

Mr.  Chairman,  Members  of  the  House  Select  Committee  on  the  Outer  Continental 
Shelf: 

preliminary  remarks 

My  name  is  Albert  F.  Reynolds.  My  remarks  today  represent  my  personal  views 
as  an  individual  who  has  been  intimately  involved  in  the  subject  of  this  hearing.  I 
am  the  Director  of  the  Santa  Barbara  County  Department  of  Environmental  Re- 
sources and  have  been  in  charge  of  the  County  s  environmental  review  process  since 
1973.  One  of  my  duties  has  been  the  analysis  of  the  effects  of  OCS  oil  and  gas 
development  on  the  County  and  the  review  of  the  Interior  Department's  proposed 
lease  sales  and  the  Environmental  Impact  Statements  written  for  those  sales.  I  have 
thus  been  directly  involved  in  the  appraisal  of  Lease  Sales  No.  35,  48,  and  53  EIS's; 
OCS  development  plans  and  EIS's  for  Platforms  Hondo,  "C",  Henry,  and  Grace;  plus 
the  programmatic  EIS  for  the  resumption  of  drilling  in  the  Santa  Barbara  Channel. 
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Under  the  California  Environmental  Quality  Act  (CEQA),  I  have  also  managed 
EIR's  on  such  major  energy  projects  as  the  Exxon,  Arco,  and  Chevron  onshore 
processing  facilities  as  well  as  the  Point  Conception  LNG  site.  I  greatly  appreciate 
this  opportunity  to  share  with  you  my  thoughts  on  OCS  oil  and  gas  development 
generally  and  on  OCS  Lease  Sale  53  in  particular. 

Because  of  the  time  constraints  of  these  hearings  my  testimony  today  will  summa- 
rize the  text  before  you.  My  comments  will  emphasize  a  perspective  on  OCS  issues 
that  affect  all  local  governments  and  will  serve  to  reinforce  the  very  important 
testimony  on  the  Five-Year  Leasing  Schedule  and  the  need  for  Lease  Sale  No.  53 
you  will  receive  from  Mike  Fischer,  Greg  Fox,  and  others  in  these  proceedings. 

Let  me  say  at  the  outset  that  I  appreciate  the  courtesy  of  all  the  Interior,  BLM, 
and  USGS  representatives  with  whom  I  have  been  in  contact  during  the  Lease  Sale 
process.  My  criticisms  today  focus  on 

(1)  The  assumptions  underlying  the  OCS  leasing  policy, 

(2)  What  I  consider  to  be  gross  errors  in  judgment  and  inadequacies  in  the  EISs 
covering  lease  sales  and  developments  plans 

(3)  The  failure  of  the  Interior  Department  to  give  any  weight  to  local  concerns  in 

fVvp  1  pflS6  let 

(4)  The  lack  of  a  meaningful  role  for  local  and  state  authorities  in  the  leasing 

process.  , 

Lest  you  brace  yourselves  for  yet  another  tirade  of  belly-aching,  let  me  say  that  I 
intend  to  share  these  concerns  with  you  but  also  tell  you  about  some  of  the  positive 
actions  Santa  Barbara  County  has  taken  to  develop  Santa  Barbara's  energy  re- 
sources, including  cooperation  with  the  petroleum  industry  in  the  day-to-day  reality 
of  on-going  legally  contracted  development.  I  will  also  give  some  constructive  sug- 
gestions for  future  OCS  activities. 

TESTIMONY 

Let  me  call  attention  to  some  of  the  policies  of  the  Santa  Barbara  County  Board 
of  Supervisors  as  expressed  in  official  correspondence.  A  sample  letter  is  attached  to 
this  testimony.  The  hallmark  of  those  policies  is  that  such  OCS  oil  and  gas  develop- 
ment as  takes  place  offshore  Santa  Barbara  County  should  be  undertaken  only 
under  the  most  stringent  safety  and  environmental  safe-guards  possible.  The  County 
has  gone  on  record  with  Interior  as  being  gravely  concerned  that  leases  are  being 
let  and  still  more  proposed  in  OCS  Lease  Sale  No.  53  without  the  protective 
measures  the  County  considered  reasonably  essential.  The  County  was  particularly 
concerned  that  the  Department  proceeded  with  Lease  Sale  No.  48  without  comply- 
ing with  its  request  that  an  OCS  air  quality  regulatory  process  insuring  that  OCS 
activities  conform  to  local  air  quality  requirements  be  in  place  prior  to  the  Lease 
Channel  Vessel  Traffic  Separation  Scheme  which  was  vigorously  opposed  by  ship- 
ping interests,  local  governments,  and  the  State.  I  agree  with  the  Coastal  Commis- 
sion in  holding  that  these  two  circumstances  alone  violate  the  consistency  provisions 
of  the  Coastal  Zone  Management  Act  of  1972  because  they  are  contrary  to  provi- 
sions of  plans  and  policies  adopted  under  California's  federally  approved  Coastal 
Management  Program.  The  points  I  intend  to  make  today  are  the  following: 

(1)  "Consultation"  with  local  governments,  as  provided  for  in  the  OCS  Lands  Act 
Amendments,  has  not  yet  been  realized  in  a  meaningful  way; 

(2)  DOI's  current  interpretation  of  the  air  quality  requirements  of  the  OCS  Lands 
Act  Amendments  creates  a  double  standard  which  is  categorically  unacceptable  to 
local  governments  and,  I  believe,  the  State; 

(3)  DOI  continues  to  plan  lease  sales  and  permit  OCS  development  in  an  informa- 
tion vacuum  of  resource  data,  environmental  risks,  and  regional  oil  and  gas  supply/ 
requirement  balancing; 

(4)  The  Five-Year  Leasing  Schedule  appears  to  have  been  determined  almost 
exclusively  by  criteria  which  favors  petroleum  industry  economics  and  does  not 
reflect  a  balancing  of  regional  benefits  and  risks,  or  a  concern  for  any  national 
environmental  policy;  and 

(5)  If  the  Proposed  Five-Year  Schedule  is  approved,  Santa  Barbara  County,  which 
has  seen  three  lease  sales  in  the  Channel  to  date,  will  likely  see  four  lease  sales  in 
four  years  (all  of  which  overlap  in  1981),  and,  frankly,  I  think  that  is  ridiculous. 

"consultation"  has  not  yet  been  realized  in  a  meaningful  way 

A  basic  purpose  of  the  OCS  Land  Act  Amendments  is  to  provide  local  govern- 
ments an  opportunity  to  participate  in  policy  and  planning  decisions  relating  to 
management  of  the  resources  of  the  OCS.  The  Act  requires  that  "the  rights  and 
responsibilities  of  .  .  .  local  governments  (,)  to  preserve  and  protect  their  marine, 
human,  and  coastal  environments  through  such  means  as  regulation  of  land,  air, 
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and  water  uses,  of  safety,  and  of  related  development  and  activity  should  be  consid- 
ered and  recognized."  (Section  3(5)).  From  my  perspective,  the  Interior  Department 
has  never  read  this  section  of  the  Act.  Let  me  reconstruct  for  you  Santa  Barbara's 
experience  with  Lease  Sale  No.  48  which  was  held  last  June  (1979). 

Santa  Barbara  County's  experience  with  lease  sale  No.  48 

The  County  "played  the  game"  in  Lease  Sale  48  and  lost.  It  made  negative 
nominations  which  were  not  acted  on;  it  expressed  concerns  with  the  inadequacies 
of  the  environmental  document  which  went  unheeded;  the  County  documented  why 
it  felt  certain  tracts  should  be  deleted  and  they  were  left  in  to  be  sold;  it  asked  for 
lease  stipulation  assurances  which  were  ignored,  and  it  questioned  the  very  wisdom 
of  proceeding  with  the  sale  when  existing  leases  in  the  Channel  were  being  taken 
back  for  "non-diligence".  Few  answers  were  given.  The  County  demonstrated  beyond 
a  shadow  of  a  doubt  at  its  own  expense  that  local  onshore  air  quality  would  be 
seriously  affected — to  the  point  of  making  it  impossible  for  the  County  to  attain 
Clean  Air  Act  standards  if  the  lease  sale  proceeded  unmitigated.  This  last  point  was 
at  least  addressed  in  the  final  EIS  and  in  the  Secretary's  decision  document.  The 
County  asked  that  tracts  not  be  leased  in  seismic  hazard  and  environmentally 
sensitive  areas,  and  that  tracts  in  the  Santa  Barbara  Channel  shipping  lanes  be 
deleted  in  an  effort  to  avoid  having  Alaskan  supertankers  and  LNG  carriers  run  a 
veritable  slalom  among  platforms.  The  County  requested  buffer  zones  in  areas 
adjacent  to  our  State  Sanctuaries  to  avoid  violating  them.  The  County  requested 
tugs  and  fire  equipment  to  deal  with  tanker  collisions,  rammings,  or  groundings.  In 
return,  a  few  tracts  around  the  Channel  Islands  were  deleted. 

I  personally  spoke  in  seminars  in  California  coastal  communities  urging  coopera- 
tion with  BLM  and  Interior  in  the  leasing  process  because  of  a  genuine  conviction 
that  their  concerns  would  be  heeded.  Now,  I  wouldn't  know  what  to  say  to  those 
same  audiences.  Perhaps  most  disturbing  of  all  was  Interior's  response  to  the 
County  comments  on  the  proposed  air  regulations.  Interior  explained  that,  in  effect, 
there  would  be  no  real  role  for  State  and  local  government  in  OCS  air  quality 
control;  sources  under  100  tons  would  be  exempted;  and  other  regulations  far  less 
strict  than  California's  New  Source  Review  rules  were  considered  acceptable.  The 
County  protested  through  its  APCD  Director.  I  think  the  people  who  reside  and 
make  their  living  on  the  coast  will  continue  to  protest  this  situation. 

Some  of  Santa  Barbara  County's  specific  criticisms  of  the  Lease  Sale  48  EIS  were 
its  failure  to:  (1)  give  full  analysis  of  the  "no  project"  alternative  which  would  have 
necessitated  a  realistic  appraisal  of  the  role  of  OCS  sources  in  the  nation's  petro- 
leum, budget;  (2)  incorporate  suggested  lease  stipulations  for  rigorous  training  of 
drill  rig  and  other  personnel  actually  involved  in  OCS  operations  and  for  special 
drilling  safeguards;  (3)  provide  for  environmental  monitoring  programs — especially 
in  air  and  water — to  insure  compliance  with  federal  regulations;  (4)  give  priority 
directives  to  expedite  production  of  natural  gas;  (5)  provide  strict  de-limitation  on 
the  use  of  offshore  storage  and  treating  facilities;  (6)  require  lessees  to  provide 
adequate  oil  spill  containment  and  clean-up  equipment  consistent  with  levels  of 
development  and  notices  to  affected  onshore  entities  of  intended  OCS  activities 
impacting  them;  (7)  adequately  assess  the  onshore  impacts  of  air  quality  and  provide 
mitigation  for  OCS  emissions  causing  non-compliance  with  Clean  Air  Act  standards, 
local  plans  and  policies;  (8)  provide  effective  analysis  of  navigational  hazards;  (9) 
document  safe  technology  for  OCS  development  in  sea  depths  of  750  meters  and 
over;  and  many  other  issues. 

Frankly,  I  am  at  a  loss  to  say  what  we  have  learned  from  this  last  lease  sale  that 
will  help  up  participate  more  effectively  in  Lease  Sale  No.  53.  I  already  see  a 
similar  pattern  emerging. 

Santa  Barbara  County's  experience  with  lease  sale  No.  53 

So  far,  many  of  the  same  mistakes  in  the  Lease  Sale  No.  48  process  are  being 
repeated  in  Lease  Sale  No.  53,  in  some  instances  with  even  greater  ambiguity, 
beginning  back  in  1977. 

On  January  12,  1977,  then  Secretary  Kleppe,  as  one  of  his  last  official  acts, 
approved  a  new  OCS  leasing  schedule  with  Lease  Sale  No.  53  set  for  1978  and 
informed  Governor  Brown  on  January  18,  1977  that  a  Call  for  Nominations  would 
be  issued  soon. 

On  February  18,  1977,  Secretary  Andrus,  having  just  replaced  Kleppe  and  as  one 
of  his  first  official  acts,  postponed  Lease  Sale  No.  53  for  lack  of  adequate  informa- 
tion. 

On  May  17,  1977,  Andrus  released  a  revised  schedule  for  1977-79  which  excluded 
Lease  Sale  No.  53. 


591 

On  June  3,  1977,  Secretary  Andrus  testified  before  the  House  Ways  and  Means 
Committee,  stating  that  he  might  set  an  indefinite  moratorium  on  leasing  in  the 
General  Pacific  Area  (Lease  Sale  No.  53  and  Oregon  and  Washington  combined) 
because  of  inadequate  resources  and  significant  environmental  risks. 

On  June  15,  1977,  however,  Interior  solicited  comments  on  the  formulation  of  a 
1979-1981  Leasing  Schedule  and  included  Lease  Sale  No  53  as  16  one  of  18  possibili- 
ties. Interior  now  contradicted  its  three  previous  actions  by  indicating  that  all  18 
would  be  offered,  regardless. 

On  July  15,  1977,  state  and  local  officials  registered  opposition  to  a  Lease  Sale  No. 
53  and  industry  ranked  it  out  of  18  in  terms  of  resource  potential. 

On  August  2,  1977,  a  Draft  Planning  Schedule  was  released:  Lease  Sale  No.  53 
was  scheduled  for  February,  1981. 

In  November,  1977,  Santa  Barbara  expressed  strong  opposition  to  this  sale  to 
Secretary  Andrus,  but  on  November  29,  1977,  a  Call  for  Nominations  was  issued. 

Santa  Barbara  County  spent  the  next  seven  months  developing  a  rigorous  argu- 
ment in  support  of  negative  nominations  for  this  proposed  sale.  Santa  Barbara 
County's  formal  negative  nominations  were  forwarded  to  Secretary  Andrus  in  June, 
1978.  The  County's  reasons  included  Interior's  failure  to  demonstrate  a  need  for  the 
Sale,  onshore  air  quality  impacts,  navigational  hazards  resulting  from  Alaskan  Oil 
and  Point  Conception  LNG  tankers  in  the  area,  possible  damage  to  a  major  marine 
biologic  transition  zone  (one  of  five  in  the  world)  in  the  Point  Conception  area,  and 
the  unpredictable  commitment  industry  is  likely  to  make  in  this  area,  especially  in 
light  of  the  existing  supply  of  undeveloped  lease  tracts  already  off  California. 

Hidden  costs  of  "consultation" 

One  problem  is  that  these  explicit  concerns  developed  by  Santa  Barbara  County 
at  considerable  time  and  expense  to  its  constituents  appears  to  carry  little  or  no 
weight  in  the  BLM/USGS  selection  process.  Both  the  letter  and  the  spirit  of  the 
Lands  Act  Amendments  appear  violated  when  the  oil  and  gas  industry  is  the  only 
party  outside  of  DOI  who  really  influence  tract  selections.  Why  bother  with  this 
type  of  charade?  It  would  seem  more  prudent  to  eliminate  the  negative  nomination 
step  altogether  than  to  rises  the  false  expectations  that  local  governments  can 
influence  policy  decisions  affecting  a  sale. 

While  Santa  Barbara  County  received  polite  responses  in  the  Lease  Sale  48  and  53 
process  from  various  Interior  officials  to  its  direct  comments  on  matters  of  local 
significance,  their  responses  have  invariably  thanked  the  County  for  its  point  of 
view  and  ended  in  actions  contrary  to  County  concerns.  If  all  that  Interior  is 
required  to  do  is  give  a  bureaucratic  brush-off  to  local  concerns  while  proceeding  to 
lease  dangerous  tracts  in  the  name  of  the  nation's  need  for  the  crude,  why,  again, 
bother  to  encourage  local  comment  at  all?  I,  for  one  do  not  believe  it  was  the  intent 
of  this  Committee  to  permit  such  abuses. 

Local  government  in  under  an  overwhelming  mandate  to  reduce  costs  in  the  post 
Prop.  13  era  of  California.  Local  governments  can  ill  afford  the  "right"  to  partici- 
pate in  an  OCS  leasing  program  unless  their  views  carry  the  weight  of  full  partner- 
ship in  the  decisions  involved.  And  yet  the  consequences  are  so  great  that  they 
cannot  afford  to  ignore  OCS,  particularly  since  locals  are  charged  in  other  mandates 
to  protect  the  health  and  safety  of  their  citizens  in  such  critical  domains  as  clean 
air.  Let  me  tell  you  again,  as  emphatically  as  I  can,  that  despite  the  best  efforts  of 
five  coastal  counties,  and  even  Governor  Brown's  giant  killer  ARB,  there  are  no 
mitigation  measures  or  regulatory  guarantees  to  protect  local  onshore  air  quality  or 
prevent  its  degradation  to  unaccepatable  levels  as  a  result  of  OCS  Lease  Sale  No.  48 
development.  If  Interior  persists  in  promulgating  weak  air  regulations,  then  there 
will  be  an  even  greater  cost  to  local  government  in  terms  of  air  pollution,  deteriora- 
tion of  health  and  loss  of  jobs.  I  understood  the  intent  of  the  OCS  Lands  Act 
Amendments  to  be  that  of  balancing  national  energy  need  against  local  damage. 
Such  a  balance  does  not  currently  exist. 

Real  costs  of  poor  OCS  planning 

One  of  the  most  visible  costs  of  poor  OCS  planning  is  the  cost  of  an  oil  spill.  The 
on-going  well  blow-out  and  spill  off  Compeche,  Mexico,  which  has  blackened  beaches 
for  hunderds  of  miles  all  the  way  to  Texas  and  soon  into  Louisiana,  serves  to 
remind  us  that  so  long  as  men  and  mechanical  devices  are  involved  in  OCS  oper- 
ations, there  will  be  accidents.  Machines  fail,  men  make  mistakes,  or— as  was 
alleged  in  lawsuits  stemming  from  the  1969  blow-out  and  spill  off  Santa  Barbara- 
commit  acts  of  negligence. 

In  a  rare  display  of  candor,  the  Interior  Department's  Final  EIS  on  Lease  Sale 
No.  35  stated:  "A  major  oil  spill  will  ultimately  occur  and  many  minor  spills  will 
occur"  (p.   155).  And  what  is  a  "major"  spill?  One  of  30,000  to  100,000  barrels 
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covering  up  to  500  square  miles  of  ocean  area.  And  the  resulting  damage  to  the  sea? 
"The  most  significant  effects  of  a  massive  spill  would  be  some  direct  kill  of  the 
Nekton  in  the  upper  layers  of  the  ocean"  (p.  155).  How  does  one  measure  the  costs 
of  such  damage  over  the  long  run?  We  will  probably  never  know,  but  the  Texas 
shrimp  fishermen  could  probably  give  us  a  pretty  graphic  description. 

I  do  have  some  information  on  the  costs  of  the  Santa  Barbara  spill  '  which  spewed 
10-75,000  barrels  of  crude  into  the  Channel  and  onto  our  shores.  After  five  years  of 
litigation,  an  out-of-court  settlement  awarded  15  million  dollars  to  the  various 
governmental  and  private  parties  suffering  damages.  But  some  losses  not  recovered 
far  exceeded  the  actual  settlements.  One  of  the  most  heavily  damaged  industries 
was  our  commercial  fishermen.  Santa  Barbara's  tourist  oriented  economy  suffered  a 
crippling  blow  as  well.  State  and  local  government  tax  revenues  were  reduced  as  a 
result  of  a  decline  in  retail  sales,  motel  and  hotel  occupancy  and  on  all  other  tax 
revenue  sources  affected  in  the  aftermath  of  the  spill.  These  tax  losses  were  official- 
ly estimated  at  more  than  24  million  dollars. 

Interior  says  flatly  that  we  can  expect  more  major  spills  from  the  OCS  leasing 
program.  Which  community  will  be  the  next  to  see  its  economy  damaged,  its 
environment  polluted  by  an  oil  spill  from  a  well  blow-out  or  oil  tanker  accident? 
The  question  is:  "Do  the  potential  gains  from  OCS  leasing  off  California  offset  risks 
of  this  magnitude?"  And  I  speak  here  not  of  hearts  and  flowers,  but  of  the  very  life 
blood  of  local  communities  whose  economies  depend  to  a  major  degree  on  a  clean 
coastal  environment.  Fifteen  or  twenty-four  million  dollars  may  not  seem  like  much 
to  an  oil  company  which  invests  such  sums  just  for  the  privilege  to  explore  an  OCS 
tract,  but  losses  that  large  to  a  small  community  will  be  devastating.  Visitor 
expenditures  in  1978  for  the  City  of  Santa  Barbara  alone  amounted  to  some  $130 
million  according  to  Santa  Barbara  Chamber  of  Commerce  estimates. 

OCS  air  regulations  pose  a  double  standard 

Air  quality  is  one  of  the  our  most  precious  commodities.  Only  when  it  has  been 
lost  is  it  really  appreciated.  Clean  air  means  not  only  a  viable  quality  of  life  for  us, 
it  is  also  good  business.   No  one  can  afford  the  loss  of  either  of  these  values. 

The  nature  of  the  California  coast  line  with  its  mountain  backdrop,  low  inversion 
levels,  and  onshore  winds  causes  its  coastal  plains  and  valleys  to  become  natural 
smog  traps.  Santa  Barbara  County  has  established  that  the  hydrocarbon  emissions 
from  tanker  crude  loading  and  other  offshore  sources  seriously  affect  its  onshore  air 
quality.  Interior's  Final  EIS  had  to  admit  this  in  the  face  of  overwhelming  rejection 
of  earlier  assertions  to  the  contrary.  The  document  reads:  "Emissions  associated 
with  Sale  No.  48  are  significant  compared  to  various  local  county  emissions"  (page 
1159),  and  that  "...  without  additional  provisions,  Sale  No.  48  impacts  would 
result  in  a  slight  (sic?)  delay  in  reaching  attainment  of  air  quality  standards,  and 
this  ma^  result  in  implementation  of  the  federal  sanctions  stipulated  in  the  Clean 
Air  Act '  (page  1159).  Despite  this  admission,  a  lease  sale  was  held  which  contains 
no  strategies  or  mitigation  measures  to  diminish  OCS  emissions,  and  which  proposes 
air  quality  regulations  that  fall  far  short  of  the  rules  Santa  Barbara  must  apply  to 
sources  onshore  and  out  to  the  three-mile  line  offshore.  To  attain  clean  air  stand- 
ards in  the  face  of  OCS  impacts,  Santa  Barbara  may  have  to  prohibit  commercial 
and  industrial  sources  onshore  which  are  vital  to  local  economic  growth. 

State  and  local  officials  have  consistently  pointed  out  this  unacceptable  dichotomy 
of  our  being  required  by  the  Clean  Air  Act  to  meet  standards  or  face  sanctions 
while  Interior  Department  offshore  leases  are  allowed  to  violate  those  same  stand- 
ards and  without  the  necessary  regulations  to  abate  such  OCS  emissions.  I  suggest 
that  this  issue  is  worthy  of  this  oversight  committee's  immediate  attention. 

It  is  virtually  certain  in  my  mind  that  if  something  isn't  worked  out,  the  consist- 
ency provision  of  the  Coastal  Zone  Management  Act  will  require  implementation  of 
the  County's  stricter  standards.  Let  me  assure  you  that  this  is  one  line  of  counterat- 
tack in  which  many  local  governments  in  California  stand  solidly  behind  the  Cali- 
fornia Coastal  Commission.  It  is  a  sad  commentary  that  the  Commission  would  have 
to  invoke  these  provisions  with  respect  to  Sale  48  but  this  fact  stands  on  the  record 
before  you  today  as  testimony  to  a  major  non-response  by  the  Interior  Department 
to  one  of  the  most  important  concerns  shared  in  California:  air  quality.  We  have 
exercised  our  right  in  Californa  under  the  Clean  Air  Act  to  adopt  stricter  standards 
than  national  ones.  These  standards  are  backed  up  by  strict  local  APCD  New  Source 
Review  requirements  and  tough  abatement  strategies  Air  in  Quality  Attainment 
Plans.  Santa  Barbara  County  is  on  record  as  being  thoroughly  dissatisfied  with 


'  Generally  considered  a  disaster  at  the  time  by  the  people  directly  affected  by  it,  such  a  spill 
is  actually  "routine":  every  year  since  the  1969  blowout,  at  least  as  much  oil  has  been  released 
to  the  marine  environment  by  one  or  more  tanker  accidents  or  drilling  mishaps  around  the 
world. 
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Interior's  proposed  regulations  to  control  OCS  air  pollution  because  (1)  they  will 
seriously  hamper  local  coastal  jurisdictions  from  achieving  even  federal  clean  air 
standards  and  (2)  they  will  provide  no  role  for  local  governments  in  the  review 
process.  Most  of  the  Southern  California  Coast  is  a  non-attainment  area  for  oxidant, 
for  example.  Interior  has  declined  to  incorporate  into  its  proposed  rules  the  new 
source  review  regulations  of  EPA  which  now  apply  to  onshore  development  in  non- 
attainment  areas,  and  has  instead  substituted  a  '  significance"  test.  One  criteria  is 
exemption  of  all  OCS  sources  under  100  tons.  The  Santa  Barbara  County  New 
Source  Review  calls  for  review  of  all  onshore  sources  over  25  tons.  Any  measurable 
pollution  impact  from  an  offshore  source  should  be  considered  significant  where 
onshore  non-attainment  areas  are  affected. 

It  was  literally  only  after  the  entire  State  rose  up  in  protest  that  the  air  quality 
section  was  revised  in  the  final  document  to  admit  to  significant  air  quality  impacts 
at  the  local  level.  A  BLM  staffing  problem  may  have  played  a  role  in  this.  A  ELM 
air  quality  analyst  position  (since  filled)  was  vacant  during  the  entire  Sale  48  EIS 
process  and  the  agency  relied  solely  on  the  air  quality  analysis  of  an  outside 
consultant.  Despite  highly  qualified  consultant  help  through  the  Coastal  Energy 
Impact  Program  (CEIP)  resulting  in  expert  substantive  input,  the  response  by  BLM 
was  for  the  most  part  defensive  and  directed  at  rationalizing  their  drafts  rather 
than  accepting  and  acting  on  our  first  hand  local  knowledge. 

OCS  planning  in  a  vacuum 

With  respect  to  OCS  planning,  my  first  concern  is  that  the  federal  government 
has  not  made  a  proper  appraisal  of  the  role  of  the  OCS  as  a  potential  energy  source 
in  our  on-going  national  crisis.  The  biggest  problem  is  that  there  is  no  reliable 
resource  data  available.  Government  estimates  constantly  change.  The  USGS's  fig- 
ures for  Lease  Sale  48  recoverable  oil  reserves  were  715  million  barrels  of  oil  as  late 
as  May,  1979.  After  a  third  of  the  tracts  were  deleted  for  having  low  resource 
potential,  this  figure  was  revised  abruptly  a  few  days  before  the  final  leasing 
decision  to  nearly  one  seventh  of  that  total,  or  104  million  barrels.  But  after  the 
sale,  this  figure  unexplicably  rebounded  upware  to  208  million  barrels.  I  find  little 
comfort  in  knowing  my  energy  future  is  being  planned  so  capriciously.  The  Santa 
Barbara  Channel  is  considered  to  be  one  of  the  west  coast's  most  promising  oil  and 
gas  provinces.  In  fact,  47  of  the  54  leases  sold  by  Lease  Sale  48  are  located  in  the 
Channel.  Yet  the  USGS  oil  and  gas  estimates  for  Sale  No.  48  would  provide  less 
than  10  days  of  the  national  demand  for  crude  oil  (assuming  28  million  barrels  of  oil 
consumed  per  day).  Even  this  picture  may  be  optimistic  considering  the  quality  of 
Channel  crude,  especially  the  Monterey  formation,  which  accounts  for  half  the 
estimated  crude  in  the  Channel.  This  crude  is  high  in  sulfur,  low  in  viscosity;  a 
combination  best  suited  for  asphalt  paving.  To  further  complicate  matters,  there  is 
at  present  insufficient  refining  capacity  on  the  West  Coast  to  handle  even  the 
smallest  anticipated  volumes. 

My  question  is  this:  To  make  the  soundest  judgment  possible  of  the  potential  OCS 
contribution  to  this  country's  domestic  energy  stocks,  in  this  time  of  critical  need, 
shouldn't  the  government  itself  acquire  that  information  at  the  earliest  possible 
date?  My  answer  is  "yes".  It  strikes  me  as  a  fatal  flaw  to  rely  on  the  OCS  as  a 
meaningful  source  of  energy  lacking  such  intelligence.  Solution:  As  the  GAO  recom- 
mended years  ago,  separate  the  exploratory  and  production  phases  of  OCS  develop- 
ment. Charge  the  USGS  with  acquiring  the  resource  data  prior  to  a  lease  sale  by 
direct  contract  with  the  drill  ships  just  as  the  industry  does  following  a  lease  sale.  If 
our  nation's  energy  dilemma  is  the  moral  equivalent  of  war  we  should  do  this  now 
on  a  crash  basis.  Informed  decisions  could  then  be  made  as  to  the  real  role  that  the 
OCS  can  play  in  our  national  energy  supply  planning,  together  with  decisions  as  to 
when  and  where  production  should  take  place.  Please  note  that  I  am  not  suggesting 
new  layers  of  bureaucracy  or  the  assumption  by  Government  of  roles  it  does  not 
now  properly  play.  The  USGS  exists.  One  of  its  jobs  is  estimation  of  oil  and  gas 
reserves.  It  is  competently  staffed.  All  I  am  suggesting  is  that  they  be  allowed  to  do 
the  job  right  so  we  can  get  some  reason  into  the  leasing  program  to  replace  the 
existing  guesswork.  And  to  repeat:  Don't  delay.  Put  up  the  necessary  money  for 
exploratory  drilling  contracts  now  and  get  on  with  it.  I  submit  that  such  an 
approach  makes  the  present  five-year  leasing  program  look  like  foot  dragging. 

I  also  take  issue  with  the  very  thesis  underlying  the  OCS  leasing  program.  It  is  a 
dangerous  "drain  America  first"  policy  which  would  see  us  deplete  a  domestic 
resource  rather  than  set  it  aside  for  future  generations.  The  proper  OCS  role  could 
be  that  of  a  scheduled  national  reserve.  The  OCS  leasing  program  appears  to  be 
more  of  an  emotional  and  political  palliative  than  a  genuine  solution.  Yet  we  are 
asked  to  risk  our  clean  air  and  coastline  for  the  next  20  to  30  years  for  this  non- 
solution  to  our  national  energy  needs. 
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The  present  Interior  Department  leasing  program  is  a  manifestation  of  the  Feder- 
al Government's  over-emphasis  on  increasing  supply  of  energy  to  solve  our  current 
crisis  rather  than  insisting  on  lowering  energy  demand. 

Diligence 

Lack  of  diligence  by  industry  on  the  development  of  existing  leases  is  another 
reason  Santa  Barbara  County  questioned  the  need  for  both  Lease  Sales  48  and  53. 
Consider  that  71  Channel  leases  were  let  in  1968;  and  another  47  were  added  in 
June  of  this  year  as  a  result  of  Lease  Sale  48.  Industry  was  constrained  from 
drilling  for  some  four  years  after  the  1969  oil  spill  yet  that  could  hardly  account  for 
today's  state  of  development.  As  of  this  moment,  only  a  half-dozen  of  the  original  71 
leases  are  in  production  or  development,  over  30  of  the  original  71  have  expired  due 
to  lack  of  industry  interest,  and  the  remainder  are  protected  by  unitization  agree- 
ments which,  in  these  instances,  are  no  more  than  lease  holding  devices. 

At  least  5  of  the  expired  leases  were  cancelled  by  Secretary  Andrus  for  non- 
diligence  and  I  applaud  this  watchfulness  of  the  Secretary.  But  the  petroleum 
industry  knows  its  defenses.  Several  months  ago,  Secretary  Andrus  attempted  to 
cause  Exxon  to  expedite  its  exploration  and  development  of  the  17-Lease  Santa  Ynez 
Unit.  A  few  days  ago.  Interior  announced  its  failure  in  this  effort.  Exxon  actually 
sued  to  enjoin  the  Secretary  from  pressing  any  additional  diligence  requirements 
beyond  what  Exxon  had  proposed  years  earlier.  Thus,  16  of  the  17  leases,  some 
without  any  exploratory  drilling  at  all,  and  all  of  them  now  IIV2  years  old,  remain 
insulated  against  attempts  to  cause  timely  development  of  our  OCS  resources. 

So  I  am  skeptical  of  the  rush  to  grant  new  leases  when  I  see  industry  resisting 
government  efforts  to  speed  up  development  of  existing  leases,  when  many  overex- 
tended leases  in  the  Santa  Barbara  Channel  stand  idle,  and  when  daily  production 
from  active  OCS  wells  in  the  Channel  has  fallen  to  30,308  barrels  per  day  as  of  May, 
1979.  Is  it  possible  that  President  Carter's  recent  order  de-regulating  pricing  of  the 
heavy  crude  typical  of  Santa  Barbara  Channel  will  now  result  in  "diligent"  industry 
development  of  these  existing  leases,  thereby  strengthening  an  argument  that  new 
lease  sales  are  not  necessary  at  this  time? 

The  5-year  leasing  schedule 

Let  me  call  your  attention  briefly  to  my  comments  on  BLM's  Notice  of  Intent  to 
prepare  an  EIS  on  the  Five  Year  OCS  Leasing  Schedule.  I  forwarded  these  com- 
ments to  BLM  on  behalf  of  the  County  on  May  11,  1979  and  made  the  following 
points: 

Called  attention  to  the  County's  formal  questioning  of  the  wisdom  of  rapid  devel- 
opment of  this  nation's  OCS  energy  resources  which  might  more  properly  be  placed 
in  a  scheduled  reserve; 

Asked  again  that  the  same  strict  air  quality  standards  applied  onshore  also  be 
applied  to  OCS  projects  in  the  Five  Year  Plan; 

Stressed  the  BLM  should  consider  the  entire  project  in  its  Lease  Sale  EIS's,  not 
only  petroleum  exploration  and  production,  but  also  transportation,  refining,  and 
marketing; 

Reminded  BLM  of  the  County's  support  for  land  pipeline  transportation  of  proc- 
essed OCS  crude  to  refineries  in  place  of  dangerous  and  air  polluting  tankers, 
pointing  out  that  the  County  recently  worked  cooperatively  with  Chevron  on  such  a 
pipeline  to  replace  its  tanker  transport; 

Called  for  consistency  of  OCS  development  with  local  plans  and  policies  as  well  as 
with  other  federal  mandates  such  as  those  of  the  Clean  Air  Act. 

The  final  plea  was  that  local  BLM  offices  be  provided  with  the  necessary  multidis- 
ciplined  staff  and  budgets  necessary  to  develop  EIS's  which  take  into  meaningful 
account  local  impacts,  remedies,  and  feasible  alternatives.  I  believe  your  committee 
should  reexamine  the  wisdom  of  the  Five  Year  OCS  Leasing  Plan.  If  it  goes  forward 
as  is,  please  examine  the  adequacy  of  the  BLM  resources  to  draft  more  realistic 
impact  statements.  Local  officials  are  tired  of  trying  unsuccessfully  to  play  catchup 
to  remedy  such  documents. 

Four  lease  sales  in  4  years 

Now  let  me  be  very  specific  about  the  problems  I  see  in  the  Proposed  Five-Year 
Leasing  Schedule.  As  Interior  has  explained  their  strategy  for  scheduling  sales  is  to 
allow  two  to  three  years  between  sales  in  the  same  location  to  permit  reasonable 
exploration  and  resource  identification.  I  have  no  quarrel  with  this.  With  respect  to 
California  they  identify  two  regions— South  California,  including  the  Santa  Barbara 
Channel,  and  Central  and  Northern  California— and  they  have  scheduled  sales  on 
alternate  years  between  1981  and  1984  in  these  two  areas.  I  have  major  problems 
with  this  because  these  two  regions  pivot  around  Santa  Barbara  County:  the  first 
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region  directly  affects  our  southern  coast  while  the  second  affects  our  northern 
coast.  And  it  is  clear  that  offshore  of  Santa  Barbara  County  is  the  prime  acreage  in 
both  regions.  Look,  for  example,  at  Lease  Sale  No.  48:  148  tracts  were  offered  in 
Southern  California  waters,  55  bids  were  received  and  47  of  these  were  in  the 
Channel.  The  Central  and  Northern  California  situation  is  not  likely  to  be  any 
different:  USGS  has  clearly  indicated  that  half  of  the  resource  potential  is  off  our 
northern  coast.  So  here's  the  situation,  if  the  Proposed  Schedule  is  adhered  to, 
Santa  Barbara  will  be  placed  in  the  position  of  reviewing  four  consecutive  lease  sale 
planning  processes  and  EIS's  in  four  years,  and  although  they  are  staggered  in  time, 
all  four  will  overlap  in  1981.  Now  combine  these  activities  with  development  plans 
that  may  result  form  the  1968  Channel  leases  and  the  leases  sold  as  a  result  of 
Lease  Sale  No.  48  this  year  and  I  think  you  can  appreciate  the  predicament  we  will 
be  in.  Perhaps  this  scheduling  overlap  is  unintended,  I  hope  so.  But  the  document 
offers  no  relief:  the  authors  are  apparently  unaware  of  this  situation.  For  the 
record,  I  have  listed  below  the  dates  in  which  activities  likely  to  affect  Santa 
Barbara  County  will  occur  under  the  Proposed  Schedule.  This  simple  analysis  does 
not  appear  anywhere  in  the  document  for  Santa  Barbara  County  or  any  other 
political  jurisdiction  affected  the  OCS  Schedule.  Such  an  omission  is  unfortunately 
typical  and  indicative  of  the  document's  deficiencies.  I  can  not  tell  you  if  other 
communities  will  be  as  drastically  affected  by  this  schedule  as  Santa  Barbara  would 
be. 

OCS  lease  sales  affecting  Santa  Barbara  County 

S.B.  channel 1968. 

L.S.  No.  48 1979. 

(Planning  and  EIS  preparation). 

L.S.  No.  53 November  1978  to  May  1981. 

L.S.  No.  68 December  1979  to  June  1982. 

L.S.  No.  73 November  1980  to  May  1983. 

L.S.  No.  80 October  1981  to  June  1984. 

Exploration  phase  affecting  Santa  Barbara  County^ 

S.B.  channel 1968-69,  1976-79. 

L.S.  No.  48 1980-84. 

L.S.  No.  53 1981-86. 

L.S.  No.  68 1983-87. 

L.S.  No.  73 1983-88. 

L.S.  No.  80 1985-89. 

'  Assuming  greatest  activity  occuring  between  6  months  and  5  years  following  a  sale. 

Development  phase  affecting  Santa  Barbara  County  ^ 

S.B.  Channel 1968-69,  1976-80 

L.S.  No.  48 1980-1983 

L.S.  No.  53 1982-1985 

L.S.  No.  68 1983-1986 

L.S.  No.  73 1984-1987 

L.S.  No.  80 1985-1988 

'  Assuming  greatest  activity  occurring  between  1  and  4  years  following  a  sale. 

Congressmen,  from  your  prespective,  this  scheduling  overload  affecting  Santa 
Barbara  County  must  pale  in  the  light  of  other  deficiencies  of  the  Proposed  Five 
Year  Schedule.  Michael  Fischer's  testimony  before  you  provides  unimpeachable 
findings  that  the  Proposed  Schedule  does  not  consider  the  very  precise,  unambi- 
guous terms  you  set  for  preparing  a  five-year  schedule.  I  believe  I  need  say  not  more 
on  this  topic  because  the  flaws  in  this  Proposed  Schedule  are  so  obvious.  I  commend 
Mr.  Fischer's  comments  to  you. 

Lease  sale  No.  53  and  the  OCS  Lands  Act  amendments 

While  it  is  too  early  to  assess  the  validity  of  BLM's  environmental  document  for 
Lease  Sale  53,  especially  under  NEPA's  new  streamlining  guidelines,  our  initial 
impression  is  that  there  is  not  much  change  from  the  approach  in  the  EIS  on  48 
which  literally  drove  many  of  us  at  the  local  and  state  levels  to  despair.  This 
proposed  lease  sale  raises  more  questions  than  it  answers  for  your  Committee.  Santa 
Barbara  County  and  the  State  have  asked  these  questions  repeatedly  and  apparent- 
ly the  questions  are  tough  because  they  have  never  been  answered.  I  have  attached 
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some  letters  to  this  testimony  that  document  some  of  these  questions.  The  more 
salient  ones  are: 

(1)  Is  the  size  and  timing  of  this  sale  consistent  with  energy  supply  and  demand 
forecasts  of  the  State  and  nation? 

(2)  Is  the  location  of  this  sale  consistent  with  the  requirements  for  energy  distribu- 
tion in  the  State  and  nation? 

(3)  Does  the  proposed  sale  consider  economic,  social,  and  environmental  values  of 
the  renewable  resources  contained  in  the  OCS? 

(4)  Does  the  proposed  sale  consider  the  potential  impact  of  oil  and  gas  exploration 
on  other  resource  values  of  the  OCS? 

(5)  Does  the  proposed  sale  represent  an  equitable  balancing  of  benefits  and  risks 
among  regions? 

(6)  Will  receipt  of  fair  value  be  assured? 

I  believe  the  answer  to  all  of  these  questions  is  no.  I  urge  you  to  read  the  attached 
letters:  they  are  cogent  and  sincere  attempts  to  influence  the  process.  Their  effect 
has  been  disturbingly  little. 

I  find  it  ironic  that  the  County  of  Santa  Barbara  has  had  more  positive  results  in 
its  direct  bargaining  with  oil  companies  in  the  local  permit  process  than  in  negotia- 
tions with  BLM  in  the  OCS  leasing  process. 

Alternatives  to  the  way  things  have  been  done 

Now  I  would  like  to  tell  you  about  the  things  in  this  business  Santa  Barbara 
County  has  done  or  is  doing  to  make  the  system  work  for  all  concerned  parties.  The 
County  established  clear  cut  policies  for  onshore  processing  plants  as  far  back  as 
1967— before  the  first  major  lease  sale  offshore  Santa  Barbara.  The  County  has  had 
a  petroleum  administrator  to  regulate  onshore  petroleum  operations.  The  County 
has  adopted  strict  but  equitable  new  source  review  and  tanker  loading  ordinances  to 
protect  air  quality.  The  County  has  an  air  quality  attainment  plan  providing  strate- 
gies such  as  pipelining  to  replace  tankering  to  abate  the  onshore  impacts  of  offshore 
emissions.  The  County  is  close  to  completing  its  Local  Coastal  Plan  which  provides 
for  siting  onshore  oil  and  gas  facilities  and  has  dealt  promptly  with  applications  for 
such  facilities.  Lest  there  be  any  misunderstanding,  you  should  know  that  the 
County  has  approved  every  permit  requested  by  an  offshore  operator  since  1973, 
including  Exxon's  permit  for  its  Las  Flores  plant  in  1975.  And  not  every  company  is 
as  stubborn  as  Exxon.  Arco  is  proceeding  after  unanimous  county  approval  of  its 
Ellwood  expansion  plants.  Chevron  received  a  similarly  unanimous  approval  this 
month  for  County  regulated  portions  of  its  Platform  Grace  operation.  I'm  pleased  to 
say  that  the  Chevron  EIR  was  designed  as  a  single  document  and  review  process 
which  met  the  decision  needs  of  the  California  Environmental  Quality  Act  (CEQA) 
for  all  City,  County,  and  State  approvals,  as  well  as  NEPA  for  Federal  decision- 
makers. The  EIR  also  served  as  a  vehicle  for  a  Chevron-County  negotiation  of  a  land 
pipeline  to  Ventura  County  to  replace  tanker  loading  at  Carpinteria.  You  should 
also  not  that  Chevron's  permit  was  processed  in  a  timely  manner  under  California's 
expedited  permitting  process.  And  because  of  our  assistance,  and  the  cooperation  of 
USGS,  the  Corps  of  Engineers,  and  FERC,  and  other  federal  agencies,  time  require- 
ments for  federal  permits  were  foreshortened  by  eliminating  the  need  to  prepare  a 
separate  environmental  document. 

Santa  Barbara  County  has  bargained  hard  with  the  petroleum  industry  for  condi- 
tions to  protect  its  environment  and  citizens  while  allowing  the  oil  companies  to 
proceed  with  development.  Perhaps  the  most  concrete  step  taken  is  the  unprec- 
edented establishment  of  the  Joint  Industry/Government  Pipeline  Working  Group. 
This  group's  objective  is  to  examine  with  all  the  players  around  the  table  whether  it 
is  feasible  to  replace  tanker  transportation  of  Channel  crude  to  Los  Angeles  refiner- 
ies with  an  onshore  pipeline.  The  County  considers  such  a  pipeline  less  dangerous 
than  tankers  and  less  damaging  to  onshore  air  by  a  factor  of  ten  to  one.  The 
Working  Group  expects  to  announce  its  initial  findings  on  the  technical  feasibility 
of  such  a  pipeline  within  six  weeks.  Analysis  is  continuing  of  the  timing,  economics, 
refining  capacity,  and  proving  up  of  recoverable  reserves  which  are  critical  decision 
factors  to  the  pipeline.  The  governmental  representatives  are  examining  ways  to 
expedite  the  environmental  and  permit  process  based  on  the  Chevron  model  and 
checking  into  right-of-way  acquisition.  This  is  a  practical  demonstration  of  the 
County's  position  that  the  Channel  development  is  to  take  place,  it  should  be  done 
in  a  manner  to  mitigate  safety  and  environmental  hazards.  It  also  shows  that  the 
County  works  constructively  with  the  petroleum  industry  to  expedite  energy  produc- 
tion when  local  concerns  are  given  responsible  consideration. 

The  County's  concern  for  energy  planning  does  not  end  with  accommodating  oil 
and  gas  development  offshore  and  onshore.  The  County  is  also  looking  into  alterna- 
tive energy  technologies,  solar  energy  development,  and  conservation.  To  this  end, 
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the  County  is  developing  an  energy  element  for  its  Comprehensive  Plan  emphasiz- 
ing conservation  and  a  balanced  energy  budget  for  the  County.  The  Supervisors 
have  taken  State  and  national  leadership  by  adopting  an  ordinance  requiring  solar 
assisted  heating  for  all  new  swiming  pools  and  by  seriously  considering  solar  assist- 
ed heating  for  all  new  residential  dwellings. 

I  think  if  you  could  come  to  Santa  Barbara  you  would  see  that  this  county  takes  a 
responsible,  well-reasoned  attitude  towards  energy  development. 

Recommendations 

You  have  asked  me  to  give  you  my  views  on  the  procedures  associated  with  OCS 
Lease  Sale  No.  53  as  they  would  comply  with  the  intent  of  the  OCS  Lands  Act 
Amendments  of  1978  and  I  have  done  that  and  a  little  more.  Now,  I  am  asking  you 
to  show  a  commensurate  level  of  concern  for  local  conditions. 

1.  The  proposed  five-year  OCS  leasing  schedule  must  be  thoroughly  reexamined:  It 
does  not  comply  with  the  OCS  amendments,  it  perpetrates  a  "drain  America  first" 
policy  which  may  not  be  in  the  national  interest. 

2.  The  Santa  Barbara  Channel  has  been  the  site  of  two  major  lease  sales,  all  but 
23  of  its  roughly  170  leaseable  tracts  have  been  offered  at  least  once,  118  of  these 
tracts  have  been  leased:  The  Santa  Barbara  Channel  should  be  deleted  from  future 
sales. 

3.  If  lease  sale  No.  53  is  to  occur,  reasoned  local  concerns  must  be  accommodated: 
drilling  must  not  be  permitted  in  vessel  routing  systems  or  sensitive  biological 
areas;  local  air  standards  must  be  enforced;  effective  oil  spill  protections  must  be 
operational;  comprehensive  planning,  from  production  to  marketing  must  be  realis- 
tically considered. 

4.  Lease  sale  No.  68,  73  and  80  should  be  designated  as  contingency  sales.  The 
channel  should  be  deleted  from  all  three:  The  Santa  Barbara  North  Coast  Offshore 
should  be  deleted  from  No.73. 

5.  Local  standards  for  air  quality  must  be  enforced  offshore  of  California. 

6.  In  the  "Moral  Equivalent  of  War",  Federal  exploration  of  OCS  resources  should 
be  done  to  determine  the  relative  value  of  this  potential  energy  source. 

7.  National  reserve  status  should  be  seriously  considered  for  all  remaining  OCS 
unleased  tracts  offshore  Santa  Barbara  County. 

Gentlemen,  I  wish  to  thank  you  for  this  opportunity  to  testify  before  you  today. 
The  courtesy  you  and  your  staff  have  shown  is  most  appreciated. 


County  of  Santa  Barbara, 

Board  of  Supervisors, 
Santa  Barbara,  Calif.,  March  19,  1979. 

Secretary  Cecil  Andrus, 
Department  of  the  Interior, 
Washington,  D.C. 

Dear  Secretary  Andrus:  The  County  of  Santa  Barbara  hereby  requests  that  you 
reserve  your  decision  to  proceed  with  Lease  Sale  48  at  the  present  time.  The  sale 
should  not  be  conducted  until  an  OCS  air  quality  regulatory  and  enforcement 
structure  ensuring  consistency  with  the  State  Implementation  Plan  is  developed  and 
operational,  until  the  problems  of  west-to-east  crude  oil  transportation  and  the 
resultant  west  coast  oil  glut  are  resolved,  and  until  sufficient  California  refining 
capacity  for  high-sulfur,  viscous  OCS  crude  production  is  available. 

If  the  sale  is  held  in  spite  of  the  above  described  concerns  those  tracts  in  or 
adjacent  to  the  Coast  Guard  VTSS  sea  lanes  and  tracts  in  excess  of  500  meters  deep 
should  be  deleted  from  those  offered  for  lease.  New  source  review  and  emissions 
offsets  should  be  applied  on  the  OCS  with  the  same  rigor  that  is  mandated  by  state 
and  local  jurisdictions  for  onshore  developments.  A  lease  stipulation  should  require 
transportation  of  OCS  production  to  refinery  by  land  pipeline  instead  of  tankers. 

SALE   PREMATURE 

Santa  Barbara  County  questions  the  need  for  Lease  Sale  48  at  a  time  when  you 
have  cancelled  existing  Channel  leases  for  "non-diligence".  There  is  presently  insuf- 
ficient refining  capacity  in  California  for  Exxon's  high  sulfur,  poor  quality  crude 
from  Platform  Hondo.  Interior's  Final  EIS  on  Sale  48  does  not  address  the  question 
of  where  additional  Channel  production — which  may  include  additional  stocks  of 
low  quality  crude — will  be  refined.  Concerns  as  to  the  need  to  place  the  Channel's 
roughly  35-day  contribution  to  national  energy  needs  in  production  is  heightened  by 
the  threat  that  such  a  "drain-America"  first  policy  will  make  this  country  depend- 
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ent  in  the  future  on  foreign  suppliers  not  only  for  oil  and  gasoline  but  also  for 
chemical  and  pharmaceutical  feedstocks. 

ADDITIONAL   TRACT   DELETIONS 

Although  you  have  deleted  25  tracts  in  the  Santa  Barbara  Channel  area  from  the 
proposed  Lease  Sale  due  to  conflicts  with  bird  and  pinniped  habitats  and  geological 
hazards,  we  urge  the  deletion  of  additional  tracts  in  the  Santa  Barbara  Channel. 

As  recently  recommended  by  the  Interior  Department's  own  OCS  Advisory  Board, 
leases  and  platforms  in  and  adjacent  to  Coeist  Guard  VTSS  shipping  lanes  should 
not  be  allowed.  You  have,  in  fact,  deleted  tracts  in  the  Long  Beach  area  for  this 
reason  and  we  question  this  inconsistency  in  the  deletion  process.  Additionally, 
leases  should  not  be  let  in  waters  beyond  the  500-meter  depth  because  no  technology 
currently  exists  for  surface  production  at  such  depths. 

AIR   QUALITY 

A  primary  concern  of  the  County  of  Santa  Barbara  is  the  deterioration  of  air 
quality  because  of  hydrocarbon  emissions,  primarily  from  tanker  loadings,  associ- 
ated with  the  higher  level  of  OCS  oil  and  gas  operations  envisioned  by  Lease  Sale  48 
leases.  The  final  EIS  finds,  in  part,  that  "emissions  associated  with  Sale  48  are 
significant  compared  to  various  local  County  emissions"  (page  1159),  and  that  "... 
without  additional  provisions.  Sale  48  impacts  would  result  in  a  slight  delay  in 
reaching  attainment  of  air  quality  standards,  and  this  may  result  in  implementa- 
tion of  the  federal  sanctions  stipulated  in  the  Clean  Air  Act"  (page  1159). 

The  final  EIS  dismisses  consideration  of  the  primary  means  of  mitigating  such 
impacts,  an  onshore  crude  transportation  pipeline,  on  the  grounds  that  it  is  ".  .  . 
not  a  current  legal  requirement"  (page  1640).  This,  despite  the  finding  on  page  1344 
that  such  a  pipeline  would  "significantly  reduce"  the  air  quality  and  ship  traffic 
impacts  in  the  Santa  Barbara  Channel. 

Inasmuch  as  the  County's  draft  Air  Quality  Attainment  Plan  makes  the  finding 
that  South  Coast  air  quality  standards  cannot  be  met  unless  OCS  tankering  emis- 
sions are  mitigated  by  an  onshore  pipeline,  it  should  follow  that  the  California  State 
Implementation  Plan  (SIP)  requires  the  federal  government  to  comply  with  the 
following  regarding  OCS  Sale  48  leases: 

No  sales  or  production  should  be  permitted  without  a  regulatory  framework  in 
place  to  assure  that  there  will  be  no  significant  onshore  impacts  from  OCS  emission 
sources.  "Significant"  in  non-attainment  areas  such  as  Santa  Barbara  should  be 
legally  construed  to  mean  any  measurable  increment  of  a  pollutant  impacting  an 
area  which  is  in  non-attainment  status. 

Mandatory  mitigation  and  control  strategies  for  OCS  development  should  include 
new  Source  Review  under  local  standards  and  review  authority,  use  of  best  achiev- 
able control  technology,  and  mandatory  adoption  of  the  onshore  crude  transporta- 
tion pipeline  mitigation  measure. 

In  summary,  Santa  Barbara  County  urges  that  you  delay  Lease  Sale  48  until 
serious  west  coast  oil  surplus,  transportation,  and  refinery  problems  are  resolved 
and  the  OCS  Lands  Act  Amendments  Implementing  Regulations  are  adopted  and  an 
enforcement  structure  operational.  If  you  must  proceed  with  the  sale  we  request 
that  additional  tracts  associated  with  Coast  Guard  sea  lanes  and  excessive  depth  be 
deleted.  Lease  stipulations  should  ensure  air  quality  regulation  on  the  OCS  consist- 
ent with  onshore  regulation  and  crude  oil  transportation  by  land  pipeline  instead  of 
marine  tankers.  This  County  asks  you  to  give  serious  reconsideration  to  your 
decision  to  proceed  with  Lease  Sale  48  in  light  of  the  above  Santa  Barbara  County 
concerns. 

Sincerely, 

David  Yager,  Chairman. 
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County  of  Santa  Barbara, 
Department  of  Environmental  Resources, 

Santa  Barbara,  Calif.,  August  16,  1978. 

Re  OCS  Sale  No.  53  field  tract  selection  recommendations. 

William  E.  Grant, 

Manager,  U.S.  Department  of  the  Interior,  Bureau  of  Land  Management, 

Los  Angeles,  Calif 

Dear  Mr.  Grant:  This  is  to  reconfirm  Santa  Barbara  County's  position  relative  to 
OCS  Sale  No.  53  tract  selection  as  described  in  the  enclosed  letters  of  November  14, 
1977  and  June  12,  1978  with  attached  Negative  Nominations. 

The  Santa  Barbara  County  Board  of  Supervisors  has  negatively  nominated  all 
tracts  offshore  of  Santa  Barbara  County  due  to  failure  of  DOT  to  demonstrate  a  need 
for  Sale  No.  53  pnduction,  air  quality  impact,  navigation  hazards,  interference  with 
the  Proposed  Marine  Sanctuary,  and  possible  damage  to  the  Transition  Zone. 

Our  position  is  further  reinforced  by  the  July  31,  1978  decision  by  the  CPUC  to 
grant  conditional  approval  to  the  siting  of  an  LNG  tanker  terminal  and  re-gasifica- 
tion  facility  at  Point  Conception.  All  tracts  associated  with  resultant  LNG  tanker 
traffic  should  be  reconsidered  in  a  new  light.  Tankers  are  expected  to  arrive  and 
depart  from  Cojo  Bay  to  and  from  both  Alaska  and  Indonesia.  All  tracts  in  or 
adjacent  to  a  proposed  USCG  LNG  tanker  traffic  corridor  must  be  excluded  from 
the  proposed  Lease  Sale. 

Additionally  we  urge  that  the  buffer  zone:  3  mile  limit  to  9  miles  offshore, 
proposed  by  the  California  Coastal  Commission,  be  extended  southward  to  Point 
Conception  in  view  of  the  coastal  resources  of  the  Guadalupe  Dunes  area  and 
resources  identified  in  the  attached  material.  The  Coastal  Commission  was  unaware 
of  this  information  when  its  recommendations  were  made. 

In  summary,  Santa  Barbara  County  requests  negative  nominations  according  to 
the  following  priority: 

1.  All  tracts  as  described  in  our  formal  negative  nominations  paper  (enclosed). 

2.  All  tracts  in  9  mile  buffer  zone,  similar  to  Coastal  Commission  recommenda- 
tions. 

3.  All  tracts  associated  with  LNG  tanker  movements. 

4.  All  tracts  associated  with  Navigation  Hazards  in  shallow  areas  off  Point  Sal, 
Point  Arguello,  or  on  the  Santa  Lucia  Bank. 

We  thank  you  for  your  consideration  of  this  request  and  urge  that  you  exclude 
the  described  tracts  from  the  OCS  Sale  No.  53. 
Sincerely, 

Albert  F.  Reynolds,  Director. 

Enclosures. 

County  of  Santa  Barbara, 
Department  of  Environmental  Resources, 

Santa  Barbara,  Calif,  May  11,  1979. 

Re  Santa  Barbara  County  Comments  on  NOI  to  Prepare  EIS  on  Five  Year  OCS 
Leasing  Plan. 

Director  (700), 

Bureau  of  Land  Management, 

Washington,  D.C. 

Dear  Sir:  Santa  Barbara  County  has  formally  questioned  the  wisdom  of  rapid 
development  of  this  nation's  OCS  energy  resources.  The  County  has  requested  that 
the  same  strict  air  quality  standards  applied  onshore  also  be  applied  to  OCS  pro- 
jects. The  County  has  officially  adopted  the  policy  of  supporting  crude  oil  transpor- 
tation by  land  pipeline  instead  of  tankers.  Finally,  the  County  has  urged  BLM  to 
consider  in  its  Lease  Sale  EIS's  the  entire  project:  not  only  petroleum  exploration 
and  production,  but  also  transportation,  refining,  and  marketing. 

Need  for  sales. — Santa  Barbara  County  has  questioned  the  need  for  development 
of  OCS  energy  resources  at  this  time.  As  consumers  continue  to  increase  their 
energy  appetite  in  the  face  of  a  fixed  energy  resource,  the  Administration  strives  to 
increase  supply  to  meet  demand,  accelerating  the  rate  of  domestic  energy  drain. 
Resource  economics  dictate  that  in  the  face  of  fixed  resources,  reduced  demand: 
conservation  and  development  of  alternative  energy  resources  should  be  the  policy. 
The  present  "drain  America  first"  energy  policy  will  result  in  increased  dependence 
on  more  expensive  foreign  oil  in  the  future.  This  nation  should  maintain  its  domes- 
tic resources  as  long  as  possible. 

Furthermore,  the  environmental  consequences  of  developing  a  Lease  Sale,  a  few 
weeks  supply  of  oil,  should  be  balances  against  the  need  for  the  oil.  It  is  poor  policy 
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to  burn  up  our  limited  domestic  oil  supplies  when  we  will  need  them  for  chemical 
feedstocks  and  other  uses  with  no  known  substitutes  in  the  future. 

Compliance  with  local  plan  and  policies.— The  Coastal  Line  Management  Act 
requires  that  federal  OCS  projects  must  be  found  to  be  "consistent"  with  Coastal 
Zone  Management  Plans  of  adjacent  states.  In  California  these  plans,  "Local  Coastal 
Programs"  are  prepared  by  the  local  jurisdiction.  The  relationship  of  OCS  energy 
development   to  these  Local   Coastal   Programs  should  be  discussed  in  the   EIS. 

In  addition,  the  rules  and  regulations  of  local  APCD's  are  adopted  into  Califor- 
nia's Coastal  Zone  Management  Act.  OCS  projects  will  be  referred  to  the  APCDs  for 
consistency  determinations.  The  State  ARB  has  stated  that  all  emissions  in  a 
defined  region  called  California  Coastal  Waters  impact  onshore  air  quality.  Since  air 
quality  is  a  major  issue  area  for  California  communities,  the  relationship  between 
OCS  development  and  local  APCD  regulations  should  be  clearly  stated  in  the  EIS. 

Historically,  transportation  of  crude  oil  from  OCS  platform  to  refinery  has  been 
by  marine  tanker.  The  State  of  California,  Santa  Barbara  County,  and  the  Joint 
Industry/Government  Pipeline  Working  Group  have  identified  significant  air  qual- 
ity and  oil  spill  advantages  in  transportation  via  land  pipeline  rather  than  tankers. 
After  two  years  of  study,  Chevron  USA  has  recently  acknowledged  the  environmen- 
tal and  economic  benefits  of  this  mode  of  transportation  and  has  applied  for  permits 
to  construct  an  onshore  pipeline  to  transport  crude  oil  from  the  east  end  of  the 
Santa  Barbara  Channel  to  Los  Angeles.  The  feasibility  of  pipeline  transportation  of 
crude  oil  should  be  examined  in  each  BLM  OCS  EIS. 

Consider  entire  project.— The  NOI  states  that  the  EIS  will  examine  the  location 
and  needs  of  regional  and  national  energy  markets.  Recent  BLM  Lease  Sale  EIS's 
have  examined  exploration  and  development  phases  of  OCS  operations  but  have 
failed  to  consider  transportation  alternatives  to  refinery,  refinery  availability,  and 
marketing  of  end  products.  California  now  has  serious  refinery  problems  expected  to 
last  for  several  years.  These  problems  contribute  to  complicated  regulatory  and 
legal  problems  such  as  the  Exxon  Santa  Ynez  Unit  controversy.  If  sufficient  refin- 
ery capacity  were  available,  Exxon  could  transport  its  crude  via  land  pipeline, 
maintaining  the  air  quality  of  the  Santa  Barbara  area.  However,  due  to  the  refinery 
mess,  Exxon  may  have  to  tanker  its  crude  to  Texas  degrading  Santa  Barbara  air 
quality  with  tanker  emissions.  Once  refined,  this  oil  may  be  shipped  to  Japan,  the 
ultimate  irony  with  a  policy  of  "domestic"  oil  development.  For  this  reason  the 
entire  Lease  Sale  project,  from  wellhead  to  product  marketing  should  be  addressed 
in  the  proposed  EIS. 

Closing.— The  most  recent  Lease  Sale  48  EIS  is  a  vast  improvement  over  previous 
BLM  documents.  Although  the  five  year  lease  plan  EIS  will  no  doubt  be  prepared  in 
Washington,  future  Lease  Sale  EIS's  will  be  prepared  in  regional  BLM  offices.  It  is 
imperative  that  adequate  budget  and  support  be  given  to  these  offices  who  are 
closer  to  the  problems  of  the  area  and  who  will  be  responsible  for  the  preparation  of 
the  much  more  detailed  documents  on  the  individual  lease  sales. 

I  look  forward  to  reviewing  the  EIS  on  the  Five  Year  OCS  Leasing  Plan. 
Sincerely, 

Albert  F.  Reynolds,  Director. 

The  Chairman.  Mr.  de  Vail. 

STATEMENT  OF  NORMAN  DE  VALL,  SUPERVISOR,  MENDOCINO 

COUNTY,  CALIF. 

Mr.  DE  Vall.  Mr.  Chairman,  thank  you.  I  know  it  is  a  late  hour. 
My  points  will  be  brief.  I  ask  for  your  full  attention.  I  hope  that 
you  have  my  prepared  statement  in  front  of  you.  I  will  be  making 
specific  note  to  portions  of  it  later  on. 

Mr.  Clausen.  Mr.  Chairman,  I  ask  unimous  consent  that  the  full 
statement  of  the  gentlemen  be  placed  in  the  record. 

Mr.  DE  Vall.  Mr.  Chairman  and  members,  my  name  is  Norman 
de  Vall,  supervisor  of  the  fifth  district  of  Mendocino  County.  My 
district  runs  south  from  Fort  Bragg  to  the  Sonoma  County  border. 
It  includes  over  40  miles  of  coastline  and  over  100  miles  of  estu- 
aries shoreline. 

In  January  of  this  year,  the  Mendocino  County  Board  of  Supervi- 
sors appointed  me  as  board  liaison  member  to  coordinate  the  posi- 
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tion  of  Mendocino  County  with  its  planning  department,  the  State 
of  CaUfornia,  and  the  Federal  Government. 

Today  I  speak  to  you  on  behalf  of  the  board  of  supervisors  and 
the  people  of  Mendocino  County  and  as  an  individual  supervisor. 

As  the  former,  attached  please  find  a  copy  of  resolution  passed 
by  our  board  yesterday.  Also  attached  is  a  resolution  expressing 
the  concerns  of  our  board  dated  January  1979.  Both  of  these  resolu- 
tions clearly  say  one  thing,  that  the  Federal  Government  in  devel- 
oping its  leasing  programs  should  comply  and  obey  those  rules  set 
forth  by  the  Congress  and  signed  into  law. 

We  are  very  concerned  about  the  failure  of  the  administration  to 
require  this  relative  to  OCS  No.  48.  There  can  be  no  question  that 
the  coastline  and  shoreline,  including  estuaries  and  rivers  of  Men- 
docino County  are  a  valuable  resource,  not  only  to  the  economic 
stability  of  the  area  but  also  as  a  national  asset.  In  addition,  at 
Noyo,  the  port  at  Fort  Bragg,  over  20  million  pounds  of  seafood  are 
landed  annually. 

This  amount  is  greater  than  all  of  the  fisheries  terminals  in  the 
San  Francisco  Bay  area  combined.  Our  fleet  and  its  capability  is 
growing  annually;  as  is  our  knowledge  of  the  need  to  manage  our 
resources  and  live  within  the  confines  of  the  natural  elements.  Mr. 
Andrus,  the  Government  and  the  industry  are  correct  when  they 
speak  of  the  north  coast  of  California  as  a  "frontier." 

Nowhere  else  in  the  world  is  offshore  oil  development  so  exposed. 
Wind,  wave,  and  current  begin  their  course  toward  the  Mendocino 
coast  from  the  western  Pacific,  thousands  of  miles  away.  Storms 
have  destroyed  virtually  every  seaward  development  constructed 
over  the  years,  and  most  recently,  in  1977,  an  October  storm 
caused  considerable  damage  to  our  fleet  and  berthing  facilities  at 
Noyo,  over  half  a  mile  upstream  from  the  mouth  of  the  river. 

Our  weather  information  resources  could  not  adequately  predict 
this  storm.  Nor  can  the  USCG  adequately  predict  coastal  currents. 
This  inadequacy  is  very  important.  If  the  Government  cannot 
today  determine  an  ocean  current  to  save  lives,  how  can  it  be 
expected  to  determine  current  flows  to  contain  oil?  Our  weather 
conditions  speak  for  themselves:  our  fishing  fleet  averages  30 
weeks  of  fishing  annually. 

The  oil  spill  in  Mexico  again  confirms  that  technology  cannot 
contain  a  major  spill,  even  on  calm  waters.  Any  oil  spill  will 
adversely  affect  our  fishing  efforts  and  rich  resources.  The  Mendo- 
cino escarpment  is  one  of  the  richest  fishery  resources  in  the  world. 
We  must  now  decide  which  resources  are  of  more  value  to  our 
people.  We  cannot  accept  the  premise  that  oil  exploration  and 
development  will  be  conducted  on  our  coast  without  serious  envi- 
ronmental effect. 

The  proposed  lease  sale  includes  areas  which  presently  are  the 
home  of  the  richest  shrimp  fishing  grounds  in  California.  All  levels 
of  government  are  now  spending  thousands  annually  to  restore  our 
streams  to  as  full  a  productivity  as  possible.  Now  it  is  proposed  to 
develop  oil  in  these  same  areas.  Our  board  is  concerned  that  such 
development  is  neither  timely  or  prudent.  Again,  we  ask  that  you 
heed  our  resolution  of  August  28,  1979. 

As  an  individual  supervisor,  I  would  like  to  speak  to  you  on  two 
additional  points. 
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First,  the  California  Coastal  Commission  staff  has  pointed  out,  in 
its  preliminary  recommendations,  the  risk  involved  in  development 
of  each  of  the  five  offshore  basins.  Perhaps  no  area  is  of  higher 
risk,  due  to  known  earthquake  fault  lines,  than  the  Point  Arena 
Basin.  I  ask  that  it  be  excluded  from  a  considered  lease  sale.  If 
additional  comments  are  necessary,  I  will  be  pleased  to  answer  any 
questions. 

Second,  no  one  can  say  for  how  long  our  supplies  will  continue 
from  the  Middle  East;  however,  no  one  argues  their  necessity  and 
value.  We  must  carefully  plan  the  use  of  our  resources,  particular- 
ly those  which  are  of  strategic  value.  I  urge  you  to  consider  that 
the  oil  off  our  own  coast  is  accessible  under  very  stringent  condi- 
tions and  at  a  very  high  risk,  but  that  it  is  also  defendable  and 
available  without  extreme  transportation  risk. 

Therefore,  it  would  be  prudent  to  prioritize  our  energy  resources 
and  how  they  will  be  used.  Of  all  the  energy  sources,  petroleum 
will  become  increasingly  scarce  and  of  higher  value  in  years  to 
come.  To  use  what  we  have  available  now,  carelessly,  without 
priorities,  without  meaningful  conservation  efforts  or  measures,  is 
to  squander  a  national  asset. 

You  will  note  on  the  following  page  resolution  No.  79-282,  the 
seventh  Whereas,  reads  as  follows: 

Whereas,  the  Board  of  Supervisors  of  Mendocino  County,  lacking  confidence  in 
the  ability  of  the  Department  of  the  Interior  to  collect  sufficient  information  to 
properly  assess  the  social,  economic  and  environmental  impacts  of  OCS  activities 
proposed  in  the  5-year  national  leasing  schedule  proper  to  adoption. 

I  have  asked  to  join  me  at  the  table  Dr.  Gary  Green  of  USGS.  I 
would  like  to  pursue  a  question  that  was  asked  earlier  by  Congress- 
man Burton.  I  feel  the  question  is  extremely  important,  and  that  it 
should  be  brought  to  you  in  a  concise  and  brief  manner,  and  that 
you  have  a  very  clear  understanding  of  the  answer  to  that  ques- 
tion. 

To  pursue  the  question  of  Congressman  Burton  to  the  Geographi- 
cal Survey  data,  I  would  like  to  ask  Dr.  Gary  Green  if  the  data 
they  are  presently  gathering  on  seismicity  will  have  been  fully 
analyzed  by  the  time  the  EIS  comes  out.  In  short,  do  you  have  the 
time  you  need  to  do  a  full  analysis  on  the  geohazards  in  our  area? 
Dr.  Green,  would  you  please  comment. 

STATEMENT  OF  DR.  GARY  GREEN,  USGS 

Dr.  Green.  Gentlemen,  I  have  been  asked  by  Mr.  de  Vail  to  come 
up  and  give  a  schedule  of  the  geologic  division  on  work  that  we  are 
doing  offshore  in  the  lease  sale  53  area.  What  we  have  done  to  date 
is  that  we  have  just  recently  collected  data  in  June  of  this  year  for 
the  lease  sale  assessment  in  the  Bodegas- Arena  Basin.  We  are 
collecting  data  in  the  outer  Santa  Cruz  Basin,  the  Santa  Maria 
Basin,  in  November  of  this  year. 

We  normally  take  1  year  in  which  to  process  the  data  after  we 
collect  it.  That  is  what  we  require  in  order  to  fully  assess  the 
situation.  We  have  made  a  commitment  to  BLM  that  we  will  have 
data,  preliminary  data  I  must  say,  available  for  their  assessment  in 
January  of  1980.  That  would  be  prior  to  the  draft  environmental 
impact  statement.  Given  the  time  that  we  have  agreed  to  with 
memorandums  of  understanding,  we  will  then  present  the  data  in 
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November  of  1980,  1  year  hence  from  the  time  that  we  collected 
the  final  data. 

Mr.  DE  Vall.  Briefly,  gentlemen,  I  read  that  answer  as  being  no. 

In  conclusion,  I  would  like  to  leave  you  with  the  following.  You 
and  I  as  elected  officials  have  a  responsibility  to  speak  out  for  more 
than  our  constituents.  We  have  a  common  responsibility  to  consid- 
er our  environment,  our  resources  and  our  future.  The  President 
has  declared  1979  as  the  International  Year  of  the  Child.  We  owe 
to  those  who  will  follow  us  a  commonsense  consideration  of  what 
resources  we  have  left.  Thank  you. 

I   would  be  happy  to  answer  any  questions  you   might  have. 

[The  statement  follows:] 
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STATEMENT  BY 
NORJMAN  L.  DE  VALL ,  SUPERVISOR,  MENDOCINO  COUNTY 
BEFORE  THE  HOUSE  SELECT  COflMITTEE  ON  OUTER  CONTINENTAL  SHELF  =^5  3 
ViEDNESDAY ,  AUGUST  29,  1979  AT  SAN  FPAJ^CISO 

'■'.R.  CHAIRMAN  AND  MEMBERS, 

My  name  is  Norman  de  Vail,  Supervisor  of  the  5th  District, 
Mendocino  County.   M.y  District  runs  south  from  Fort  Bragg  to  the 
Sonoma  County  border^.  -  It  includes  over  40  miles  of  Coastline  and  over 
100  miles  of  estuaries  shoreline. 

In  January  of  this  year,  the  Mendocino  County  Board  of  Super- 
visors appointed  me  as  Board  liason  member  to  co-ordinate  the  position 
of  Mendocino  County  with  its  Planning  Department,  the  State  of  Calif- 
ornia and  the  Federal  Governm.ent. 

Today,  I  speak  to  you  on  behalf  of  the  Board  of  Supervisors  and 
the  people  of  Mendocino  County  and  as  an  individual  supervisor. 

As  the  former,  attached  please  find  a  copy  of  resolution  passed 
by  our  Board  yesterday.   Also  attached  is  a  resolution  expressing  the 
concerns  of  our  Board  dated  January  1979.   Both  of  these  resolutions 
clearly  say  one  thing:   that  the  Federal  Government  in  developing  its 
leasing  programs  should  comply  and  obey  those  rules  set  forth  by  the 
Congress  and  signed  into  law.   VJe  are  very  concerned  about  the  failure 
of  the  Administration  to  require  this  relative  to  OCS  #43.   There 
can  be  no  question  that  the  Coastline  and  shoreline,  including  estuar- 
ies and  rivers  of  Mendocino  County  are  a  valuable  resource,  not  only  to 
the  economic  stability  of  the  area,  but  also  as  a  National  asset.   In 
addition,  at  Noyo ,  the  port  at  Fort  Bragg  over  20,000,000='  of  -seafood 
are  landed  annually.   This  amounr  is  greater  than  all  of  the  fisheries 
terminals  in  the  San  Francisco  Bay  Area  combined.   Our  fleet  and  its 
canability  is  growing  annually;  as  is  cur  knowledge  of  the  need  to 
manage  cur  resources  and  live  within  the  confies  of  the  natural  elements. 
Mr.  .Andrus ,  the  Government  and  the  industry  (read:oil)  are  correct 
when  they  speak  of  the  North  Coast  of  California  as  a  '"frontier."   No- 
where else  in  the  world  is  offshore  oil  developm.ent  so  exposed.   vrind, 
wave  and  current  beain  their  course  towards  the  Mendocino  Coast  from  the 
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Page  2 

Statement  by  Norman  L.  de  Vail 

before  the  House  Select  Committee 

Re:  Outer  Continental  Shelf  #53 

Wednesday,  August  29,  1979,  San  Francisco 

Western  Pacific,  thousands  of  miles  away.   Storms  have  destroyed 
virtually  every  seaward  development  constructed  over  the  years,  and 
most  recently,  in  1977,  an  October  storm  caused  considerable  damage 
to  our  fleet  and  berthing  facilities  at  Noyo ,  over  half  a  mile  up- 
stream from  the  mouth  of  the  river.   Our  weather  information  resources 
could  not  adequately  predict  this__storm^_  Npr^^can  the  USCG  adequately 
predict  coastal  currents.   This  inadequacy  is  very  important.  .If  the 
Government  cannot  today  determine  an  ocean  current  to  save  lives , 
how  can  it  be  expected  to  determine  current  flows  to  contain  oil. 
Our  weather  conditions  speak  for  themselves:   our  fishing  fleet  averages 
30  v/eeks  of  fishing  annually. 

The  oil  spill  in  Mexico  again  confirms  that  technology  cannot 
contain  a  major  spill,  even  on  calm  waters.   ANY  oil  spill  will  ad- 
versly  affect  our  fishing  efforts  and  rich  resources.   The  .^lendocino 
Escarpment  is  one  of  richest  fishery  resources  in  the  world.   We  must 
now  decide  which  resources  are  of  more  value  to  our  people.   We  cannot 
accept  the  premise  that  oil  exploration  and  development  will  be  con- 
ducted on  our  Coast  without  serious  environmental  effect.   The  prop- 
posed  leased  sale  includes  areas  which  presently  are  t.ie  home  of  the 
richest  .shrimp  fishing  grounds  in  California.   All  levels  of  govern- 
ment are  now  spe.nding  thousands  annually  to  restore  our  stream.s  to 
as  full  a  productivity  as  possible.   Now  it  is  proposed  to  develop 
oil  in  these  same  areas.   Our  Board  is  concerned  that  such  developm.ent 
is  neither  timely  or  prudent.   Again,  we  ask  that  you  heed  our  Reso- 
lution of  August  28,  1979. 

As  an  individual  Supervisor,  I  would  like  to  speak  to  you  on 
two  additional  points:         ,  ..  .    _ 

1)   The  California  Coastal  Commission  Staff  has  pointed 
out,  in  its  preliminary  recommendations,  the  risk  en- 
volved  in  development  of  each  of  the  five  offshore  basins. 

Perhaps  no  area  is  of  higher  risk,  due  to  known 
earthauake  fault  lines,  than  the  Pt.  Arena  Basin.   I 
ask  that  it  be  excluded  from  an  considered  lease  sale. 


606 


Page  3 

Statement  bv  Norman  L.  de  Vail 
before  the  House  Select  Conunittee 

Re:  Outer  Continental  Shelf  =53 

VJednesday,  August  29,  1979,  San  Francisco 


If  additional  comments  are  necessary,  I'll  be  pleased 
to  answer  any  questions. 

2)   No  one  can  say  for  how' long  our  supplies  will  continue 
from  the  Middle  East;  however,  no  one  argues  their 
necessity  and  value.   Vie  must  carefully  plan  the  use 
of  our  resources,  particularly  those  which  are  of 
strategic  value.   I  urge  you  to  consider  that  the  oil 
off  our  own  coast  is  accessible  under  very  stringent 
conditions  and  at  a  very  high  risk,  but  that  it  is  also 
defendable  and  available  without  extreme  transporta- 
tion risk. 

Therefore,  it  would  be  prudent  to  prioritize  our 
energy  resources  and  how  they  will  be  used.   Of  all  the 
energy  sources,  petroleum  will  becom.e  increasingly  scarce 
and  of  higher  value  in  years  to  com.e .   To  use  what  we 
have  available  now,  carelessly,  without  priorities, 
without  meaningful  conservation  efforts  or  measures,  is 
to  squander  a  national  asset. 


■Q 


Thank  vou. 
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RESOLUTION  NO.  79-282 


RESOLU'TION  OF  THE  MENDOCINO  COUNTY  BOARD  OF  SUPERVISORS  SUPPORTING  THE 
STATE  COASTAL  COMfllSSION  STAFF  COMMENTS  ON  THE  OCS  FIVE  YEAR  LEASING 
PROGRAM  AND  SPECIFIC  COM.MENTS  EXPRESSING  LOCAL  CONCERNS  ABOUT  THE 
ECONOMIC  AND  ENVIRONMENTAL  EFFECTS  OF  OCS  OIL  DEVELOPMENT 

V7HEREAS,  the  Federal  Government,  acting  through  the  Department 
of  the  Interior,  has  proposed  a  national  five-year  schedule  for  leasing 
the  Outer  Continental  Shelf  for  petroleum  development;  and 

V7HEREAS,  the  Secretary  of  the  Interior,  following  the  mandate 
of  Congress,  shall  invite  and  consider  suggestions  for  such  prograir, 
from  any  federal  agency  and  governor  of  any  state  that  may  be  affected 
by  such  a  leasing  program;  and 

VTHEKEhS,    the  Secretary  of  the  Interior  may  also  consider  any 
suggestions  from  the  executive  of  any  affected  local  government  of  a 
state  that  is  affected  by  such  a  leasing  program;  and 

V'THEREAS,  the  State  Coastal  Commission  staff  has  made  extensive 
comm.ents  regarding  the  proposed  leasing  program;  and 

V'THEREAS,  the  Board  of  Supervisors  of  Mendocino  County  supports 
the  findings  and  comments  of  the  Coastal  Commission  staff;  and 

vrHEREAS,  the  Board  of  Supervisors  of  Mendocino  County,  aware  of 
the  environmental  sensitivity  of  the  Mendocino  County  Coastline,  has 
great  concern  for  the  incompatible  nature  of  the  proposed  oil  and  gas 
development  program  scheduled  for  Central  and  Northern  California  Lease 
Sale  #53  as  part  of  the  national  five-year  leasing  program;  and 

WHEREAS,  the  Board  of  Supervisors  of  Mendocino  County,  lacking 
confidence  in  the  ability  of  the  Department  of  the  Interior  to  collect 
sufficient  information  to  properly  assess  the  scial,  economic  and 
environm.ental  impacts  of  OCS  activities  proposed  in  the  five-year 
national  leasing  schedule  proper  to  adoption. 

NOVJ,  THEREFORE,  BE  IT  RESOLVED  that  the  Board  of  Supervisors  of 
Mendocino  County  hereby  requests  the  Secretary  of  the  Interior  to  delay 
further  action  on  the  proposed  national  five-year  schedule  for  leasing 
the  Outer  Continental  Shelf  for  petroleum  development  until  such  time 
as  there  is  sufficient  data  to  properly  assess  the  many  ramifications  of 
following  through  with  such  a  schedule;  and 
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BE  IT  FURTHER  RESOLVED  that  the  Board  of  Supervisors  of  Mendocino 
County  hereby  requests  that  the  Governor's  OCS  Policy  Committee  consider 
the  absence  of  sufficient  data  on  the  ramifications  of  the  proposed 
lease  sale  schedule  and  recommend  that  the  Governor  request  the  Secretary 
of  the  Interior  to  delay  further  action  on  the  proposed  national  five- 
year  schedule  for  leasing  the  Outer  Continental  Shelf  for  petroleum 
development  until  such  data  is  available  and  been  heard  through  the 
public  process, 

AND  BE  IT  FURTHER  RESOLVED  that  the  Board  of  Supervisors  of  Mendocino 
County  hereby  requests  that  the  conditions  and  requirements  as  set 
forth  in  Public  Law  95-372  -  9/18/78  be  met  as  intended  by  the  Congress 
in  its  Act.   Specifically,  the  Board  of  Supervisors  of  Mendocino  County 
requests  that  all  the  conditions  of  Section  18  be  complied  with. 

The  above  and  foregoing  resolution  was  introduced  by 
Supervisor      de  Vail  ,  who  moved  for  its  adoption, 

seconded  by  Supervisor    Cimolino ,  and  PASSED  AND  ADOPTED 

this    21st     day  of    August ,  1979  by  the  following 

roll  call  vote: 

AYES:   Supervisors  Eddie,  Cimolino,  de  Vail,  Barbero 

NOES:   None 

ABSENT:  Supervisor  Banker 

WHEREUPON,  the  Chairman  decalred  said  resolution  passed  and 

adopted  and  SO  ORDERED. 


CHAIRMAN,  said  Board  of  Supervisors 


ATTEST:   ALBERT  P.  BELTRAT-II 
Clerk  of  said  Board 


BY      <^^^  ^^  fj.  cr-i-^-^  ^ 
Deputy  clerk    ■- 
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RESOLUTION  NO.  7  9-14 

MENDOCINO  COUNTY  BOARD  OF  SUPERVISORS  RESOLUTION 

COMMITTING  MENDOCINO  COUNTY  ACTIVELY  TO  COOPERATE  WITH  OTHER 

LOCAL  GOVERNMENTS  AND  THE  APPROPRIATE  AGENCIES  OF  THE  STATE 

OF  CALIFORNIA  TO  ENSURE  THAT  LOCAL  CONCERNS  ABOUT  THE  ECONOMIC 

AND  ENVIRONMENTAL  EFFECTS  OF  PROPOSED  LEASE  SALE  #53  ARE  FULLY 

AND  FAIRLY  MET  BY  THE  FEDERAL  GOVERNMENT,  BEFORE  ANY  OCS  OIL 

DEVELOPMENT  IS  PERMITTED  IN  THE  OCS  LEASE  SALE  #53  AREA 

WHEREAS,  the  federal  government,  acting  through  the  Department  of  the  Interior, 
is  proceeding  with  its  proposed  Outer  Continental  Shelf  Lease  Sale  #53,  for  oil  and 
gas  development  off  the  Northern  and  Central  California  Coast;  and, 

WHEREAS,  local  residents  and  local  governments  in  the  following  counties  are 
affected;  Humboldt;  Mendocino,  Sonoma/Marin;  San  Mateo/Santa  Cruz;  and  San  Luis 
Obispo/Santa  Barbara;  and, 

WHEREAS,  the  Department  of  the  Interior  proposes  to  prepare  a  comprehensive 
Environmental  Impact  Statement,  by  April  1980,  evaluating  all  the  possible  economic 
and  environmental  effects  of  the  proposed  lease  sale  on  the  entire  Northern  and 
Central  California  Coast;  and, 

WHEREAS,  by  federal  law  such  Environmental  Impact  Statement  must  fully  and 
adequately  identify  each  and  every  significant  adverse  impact  expected  from  the 
proposed  lease  sale,  and  propose  measures  to  eliminate,  or  to  mitigate  to  the 
greatest  degree  possible  such  adverse  impacts;  and, 

WHEREAS,  very  significant  adverse  economic  and  environmental  impacts  upon 
Mendocino  County  might  result  from  the  proposed  Lease  Sale  #53,  and  such  sale 
should  not  ultimately  go  forward  unless  such  impacts  can  be  eliminated  or  satis- 
factorily mitigated;  and, 

WHEREAS,  neither  local  nor  State  government  has  any  direct  jurisdiction  over 
the  OCS  Lease  Sale  #53  proceedings;  and, 

WHEREAS,  the  State  government  and  affected  local  governments  must  fully  and 
actively  cooperate  in  order  to  have  the  maximum  effect  on  the  ultimate  decisions 
made  by  the  federal  government  in  connection  with  OCS  Lease  Sale  #53,  to  ensure 
that  any  economic  and  environmental  impacts  are  eliminated  or  satisfactorily 
mitigated  before  any  commitment  to  oil  or  gas  production  is  made. 
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NOW,  THEREFORE,  BE  IT  RESOLVED  that  the  Board  of  Supervisors  of  Mendocino  County 
hereby  commits  itself  fully  and  actively  to  cooperate  with  the  appropriate  agencies  of 
the  State  government,  and  with  other  affected  local  governments,  to  ensure  that  the 
economic  and  environmental  impacts  upon  each  local  government  affected  by  proposed 
Lease  Sale  #53  are  fully  addressed,  and  either  eliminated  or  satisfactorily  mitigated 
prior  to  any  lease  sale  by  the  federal  government  for  oil  or  gas  development,  under 
proposed  OCS  Lease  Sale  #53;  and, 

BE  IT  RESOLVED  in  connection  with  such  cooperation,  it  is  contemplated  that 
some  or  all  of  the  following  measures  may  be  appropriately  taken,  from  time  to  time, 
as  may  be  further  authorized  by  the  Board  of  Supervisors; 

Use  of  the  technical  and  other  staff  of  Mendocino  County  in  connection 

with  the  EIS  process;  and. 

Cooperative  or  individual  application  (as  may  be  appropriate)  for  Coastal 

Energy  Impact  Program  grants  from  the  U.S.  Department  of  Commerce,  to  ensure 

that  the  federal  EIS  proceedings  in  fact  fully  address  all  economic  and 

environmental  impacts  of  concern  to  Mendocino  County;  and. 

Attendance  of  officials  or  staff,  as  may  be  appropriate,  at  meetings 

necessary  to  effectuate  local  and  State  government  participation  in  the 

f.jrthpr  progress  of  proposed  OCS  Lease  Sale  =53;  and. 

Other  commitments  of  local  resources,  as  may  be  further  authorized  by 

the  Board  of  Supervisors,  necessary  to  protect  local  interests  in  connection 

with  the  federal  governments  pursuit  of  OCS  Lease  Sale  #53. 

AND  BE  IT  FURTHER  RESOLVED  that  the  Board  shall  name  one  member  of  the  Board 
to  serve  as  liason  between  Mendocino  County  and  other  affected  local  jurisdictions 
and  the  State  government,  and  such  member  is  directed  to  attend  such  meetings  as  are 
necessary  to  establish  and  carry  out  a  formal  method  of  cooperation  between  the 
affected  local  governments  and  the  State  and/or  federal  government  relative  to 
proposed  OCS  Lease  Sale  #53. 
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The  foregoing  resolution  was   introduced  by  Supervisor       de   Vail , 

seconded  by  Supervisor     Cimolino  and  carried,    this      9th day   of    January , 

1978  by   the   following  vote  on   roll    call: 

AYES:      Supervisors    Banker,     Eddie,    Cimolino,    de    Vail,     Barbero 

NOES:        None 

ABSENT:       None 

WHEREUPON,    the  Chairman  declared  the  resolution  adopted,   AND  SO  ORDERED.  _ 


Chairinan,   Board  of  Supervisors 

ATTEST:     Albert  P.    Beltrami 
Clerk   of  Said  Board 

BY:  

Deputy  Clerik 

County  of  Mendocino, 

Board  of  Supervisors, 
Ukiah,  Calif.,  September  18,  1979. 

Hon.  John  M.  Murphy, 

Select  Committee  on  the  Outer  Continental  Shelf, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Murphy:  On  behalf  of  the  Board  of  Supervisors  and  citizens  of  Mendo- 
cino County,  please  accept  our  thanks  for  conducting  hearings  in  San  Francisco 
relative  to  OCS  53.  ,      o  • 

We  feel  that  the  resolutions  presented  to  you  and  your  Committee  by  Supervisor 
de  Vail  clearly  state  our  position  at  this  time.  We  wish  to  reemphasize  his  state- 
ment made  to  you  that  the  Department  of  Interior  and  other  agencies  of  the 
Federal  Government  clearly  follow  and  obey  those  rules  set  forth  by  the  Congress 
relative  to  OCS  development. 

We  share  the  concerns  of  Mr.  Lyon,  Supervisor  of  San  Mateo  County,  that  the 
Department  of  Interior  does  seem  to  be  progressing  without  receiving  adequate  local 
Coastal  knowledge.  We  understand  from  testimony  given  on  the  30th  at  Point  Reyes 
Station  that  negative  declarations  for  specific  areas  may  be  made  at  a  later  date.  It 
is  our  intention  to  so  nominate  such  areas  if,  in  our  view,  they  should  not  be  given 
further  consideration. 

We  believe,  Mr.  Murphy,  that  our  concerns  can  be  shown  aptly  by  the  attached 
Department  of  the  Interior  news  release  in  which  Mr.  Andrus  appoints  a  Scientific 
Committee  relative  to  OCS.  Please  note  the  comments  by  one  of  the  members  of  our 
Board  relative  to  those  selected— that  specificially  no  Californians  have  been  recom- 
mended or  nominated  to  be  on  this  Advisory  Board.  This  is  an  example  of  the  type 
of  concern  that  we  have. 

Again,  we  wish  to  extend  our  many  thanks  and  hope  that  you,  as  well  as  the 
Department  of  the  Interior,  will  keep  us  closely  informed  of  progress  relative  to 
OCS. 

Very  truly  yours, 

Al  Barbero,  Chairman. 

Enclosure. 

[Department  of  the  Interior  News  Release,  Aug.  24,  1979] 

Bureau  of  Land  Management— Andrus  Appoints  Scientific  Committee  of 

OCS  Advisory  Board 

Secretary  of  the  Interior  Cecil  D.  Andrus  today  announced  the  appointment  of 
fifteen  persons  to  the  Scientific  Committee  of  the  Outer  Continental  Shelf  Advisory 
Board. 

The  newly  constituted  committee  will  provide  an  independent  nongovernmental 
source  for  qualified  technical  evaluations  and  advice  to  the  Bureau  of  Land  Manage- 
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merit's  offshore  environmental  studies  program,  and  will  provide  recommendations 
for  how  the  program  can  serve  better  the  information  needs  of  offshore  resource 
managers. 

The  environmental  studies  program  is  established  to  obtam  a  vvide  range  ot 
environmental  and  socio-economic  information  to  enhance  and  facilitate  manage- 
ment decisions  concerning  offshore  oil  and  gas  development. 

"Candidates  for  the  Committee  were  selected  on  the  basis  of  their  professional 
expertise  in  disciplines  relevant  to  the  needs  of  the  environmental  studies  pro- 
gram," Assistant  Secretary  Guy  Martin  said.  "The  Committee  will  consist  of  recog- 
nized authorities  in  the  fields  of  marine  chemistry,  geology,  biology,  and  physical 
oceanography— as  well  as  in  ocean  engineering  and  socio-economics  related  to  the 
impacts  of  offshore  oil  and  gas  development.  This  group  meets  our  objective  of 
finding  nationally  respected  professionals  to  give  us  regular  and  constructive  advice 
on  the  scientific  and  environmental  aspects  of  this  critical  energy  program." 

The  specialities  of  the  selected  members  include  the  study  of  birds,  marine  mam- 
mals, facility  siting,  hydrocarbon  toxicology,  and  fisheries  management.  Committee 
members  are  from  institutions  and  activities  in  many  different  coastal  regions  of 

the  United  States.  ,    .  ,  .  t^       j 

The  appointments  were  made  under  authority  of  a  1978  revised  Advisory  Board 
Charter  which  also  provided  for  a  National  Policy  Committee,  already  established, 
and  Regional  Technical  Working  Groups,  now  being  appointed. 

Appointments  to  the  Scientific  Committee  were:  Dr.  Jack  W.  Anderson,  Battelle, 
Pacific  Northwest  Laboratories,  Sequim,  Washington;  Dr.  Robert  C.  Beardsley, 
Woods  Hole  Oceanographic  Institution,  Woods  Hole,  Massachusetts;  Dr.  Robert 
Black,  Massachusetts  Maritime  Academy,  Buzzards  Bay,  Massachusetts. 

Dr.  P.  Dee  Boersma,  Institute  for  Environmental  Studies,  University  of  Washing- 
ton, Seattle,  Washington;  Dr.  Donald  F.  Boesch,  Virginia  Institute  of  Marine  Sci- 
ence, Gloucester  Point,  Virginia;  Dr.  Benjamin  C.  Dysart  III,  Environmental  Sys- 
tems Engineering  Department,  Clemson  University,  Clemson,  South  Carolina. 

Dr.  Kenneth  O.  Emery,  Woods  Hole  Oceanographic  Institution,  Woods  Hole,  Mas- 
sachusetts; Dr.  Thomas  A.  Grigalunas,  Department  of  Resource  Economics,  Univer- 
sity of  Rhode  Island,  Kingston,  Rhode  Island;  Dr.  Donald  W.  Hood,  University  of 
Alaska,  residing  in  Friday  Harbor,  Washington. 

Dr.  Bruce  R.  Mate,  Oregon  State  University,  Marine  Sciences  Center,  Newport, 
Oregon;  Dr.  James  K.  Mitchell,  Department  of  Environmental  Resources,  Cook 
College!  Rutgers  University,  New  Brunswick,  New  Jersey;  Dr.  Lidia  L.  Selkregg, 
School  of  Business  and  Public  Administration,  University  of  Alaska,  Anchorage, 

Dr.  Leah  J.  Smith,  Woods  Hole  Oceanographic  Institution,  Woods  Hole,  Massachu- 
setts; Dr.  John  M.  Teal,  Woods  Hole  Oceanographic  Institution,  Woods  Hole,  Massa- 
chusetts; Dr.  Fred  T.  Weiss,  Shell  Development  Center,  Houston,  Texas. 

The  Chairman.  The  committee  asked  the  Department  of  the 
Interior  for  the  meeting  places  and  dates  with  the  county  supervi- 
sors on  lease  sale  53.  The  meeting  dates  were  January  17,  18,  24, 
25,  and  26. 

Mr.  Lyon,  you  participated  in  the  January  17  meeting  in  Red- 
wood City.  Would  you  describe  the  meeting  and  what  participation 
and  in  what  depth,  there  was  by  the  county  superviser. 

Mr.  Lyon.  Yes.  I  would  be  happy  to.  The  meeting  was  I  believe  a 
full  day  meeting.  The  morning  session  was  devoted  to  provision  of 
information  by  the  Bureau  of  Land  Management.  There  were  sev- 
eral presentations.  Some  of  them  were  substantive  in  nature.  I 
want  to  state  that  I  have  no  quarrel  with  the  individuals  who  were 
providing  information  for  us.  They  were  always  extremely  coopera- 
tive and  very  helpful. 

In  my  testimony  I  was  speaking  of  the  fact  that  those  single-day 
meetings  seemed  to  result  in  no  one  hearing  what  we  were  saying. 
They  presented  information,  we  asked  questions,  the  response  to 
the  questions  were  often  oblique.  For  example,  early  on  in  this 
process— and  I  want  to  say  that  I  have  attended  many  more  meet- 
ings than  the  meeting  in  Redwood  City— early  on  we  were  told  by 
U.S.  Geological  Survey  that  they  had  a  quota  of  approximately  1 
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million  acres.  At  the  meeting  in  Redwood  City  to  which  you  refer, 
that  was  brought  up  and  they  denied  that  statement.  Not  only  did 
they  deny  the  statement,  but  they  denied  having  made  the  state- 
ment, even  though  it  was  made  in  a  public  meeting  in  San  Francis- 
co. 

At  another,  the  public  meeting,  I  believe  this  was  in  Washington, 
which  I  attended— and  incidentally  a  public  meeting  in  Washing- 
ton is  not  particularly  accessible  to  the  citizens  of  San  Mateo 
County. 

The  Chairman.  That  was  with  Secretary  Andrus? 

Mr.  Lyon.  We  had  a  meeting  with  Secretary  Andrus.  In  addition 
to  that,  we  had  a  briefing  with  officials  from  the  Bureau  of  Land 
Management.  We  also,  incidentally,  were  able  to  meet  with  Ms. 
Heller  and  a  number  of  other  officials  from  Interior.  And  we  were 
grateful  for  those  meetings  and  felt  they  were  responsive  to  our 
questions. 

Our  concern  is  that  we  feel  that  with  all  of  this  input  that  we 
have  given,  based  on  our  planning  staffs,  based  on  scientific  infor- 
mation generated  in  the  bay  area,  we  feel  that  there  should  be 
something  that  we  can  say  that  would  be  sufficiently  believable 
that  it  would  cause  some  change  in  the  inexorable  movement  to- 
ward leasing  every  one  of  the  million  acres  that  they  indicated  was 
the  quota— that  they  earlier  said  was  a  quota  and  took  back.  That 
is  what  I  mean  when  I  say  we  are  not  being  listened  to.  In  all  of 
this  input  there  has  to  be  something  that  we  have  said  that  they 
can  find  that  is  right.  And  we  have  not  seen  any  evidence  of  that. 

The  Chairman.  The  committee  is  going  to  go  into  those  meetings 
in  greater  depth  with  the  Department  of  the  Interior,  for  your 
information. 

Mr.  DE  Vall.  Mr.  Murphy,  if  I  may  respond  to  the  same  question. 

The  Chairman.  Mr.  Cimolino,  one  of  our  other  supervisors,  at- 
tended a  meeting  on  January  25,  at  Fort  Bragg. 

Mr.  DE  Vall.  That  is  the  same  meeting  I  attended  Mr.  Chairman. 
Ms.  Heller  made  the  statement  that  the  board  of  supervisors  met 
as  a  body  of  five  and  retired  to  discuss  this.  To  my  knowledge,  that 
meeting  has  not  happened.  I  would  certainly  look  forward  to  it.  We 
were  invited  to  a  meeting  in  Fort  Bragg,  at  which  both  Mr.  Cimo- 
lino and  myself  attended.  I  found  that  the  staff  was  polite  and  very 
considerate  of  many  of  the  local  views  and  questions.  However, 
there  was  a  grave  lack  of  prior  knowledge  of  what  would  be  dis- 
cussed, items  of  agenda,  any  notice  prior  relative  to  the  specifics  of 
the  pros  and  cons  of  the  concept. 

I  think  an  example  that  would  be  very  clear  and  easy  to  under- 
stand is  that  we  in  Mendocino  knew  nothing  of  OCS  53  until  June 
of  1978  when  a  very  brief  article  appeared  in  a  magazine  called 
Ocean  Industry,  which  by  chance  I  subscribe  to  and  read,  there  to 
find  that  the  Governor's  Office  was  preparing  comments  to  BLM.  It 
was  upon  following  up  on  that  magazine  article  that  the  first 
knowledge  became  available  to  the  public  of  Mendocino  County, 
when  I  then  placed  it  in  the  press  myself. 

I  am  a  little  bit  disturbed  when  I  read  of  Ms.  Heller's  comments 
on  page  4,  that  out  of  this  experience  a  sale  53  working  group  was 
formed,  et  cetera,  et  cetera.  It  is  certainly  common  and  well  known 
to  the  department  and  BLM  that  the  board  appointed  myself  as 
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liaison  member  to  pursue  OCS  53  in  January  1979.  This  is  the  first 
date,  this  is  the  first  time  I  have  had  any  knowledge  of  a  working 
group.  I  have  certainly  not  been  invited  to  attend  any  meeting,  nor 
have  I  received  any  communication  or  information  from  that 
group.  I  am  interested  to  read  further  down  the  page  of  something 
called  an  intergovernmental  planning  program.  Again,  nothing  to 
describe  that  has  been  brought  to  my  attention. 

I  think  Congressman  Clausen's  words  were  well  put.  We  have 
just  begin  to  fight.  The  reason  for  that  is  that  we  feel  very  much 
alone.  Thank  you. 

Mr.  Lyon.  Mr.  Chairman,  if  I  may  very  briefly.  I  would  like  to 
indicate  that  in  many  instances,  not  the  meetings  to  which  you 
referred,  but  in  many  instances  where  responses  are  required  to 
documents  relating  to  this  matter,  publication  in  the  Federal  Regis- 
ter is  deemed  to  be  notification.  And  frankly,  we  are  not  always 
students  of  the  Federal  Register;  we  have  learned  to  become  stu- 
dents of  the  Federal  Register.  But  it  seems  when  local  government 
is  required  by  an  amendment  to  an  act  to  be  involved,  that  local 
government  and  expect  more  than  a  notice  in  the  Federal  Register 
to  know  the  date  by  which  something  must  be  responded  to. 

The  Chairman.  Mr.  Hughes. 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

I  gather  that  the  Governor  has  formed  an  OCS  Policy  Commit- 
tee. And  as  I  understand  it,  your  negative  comments  were  directed 
to  the  OCS  Policy  Committee  as  well  as  directly  to  the  Secretary  of 
the  Interior? 

Mr.  DE  Vall.  Our  comments  have  gone  on  a  very  broad  mailing 
list.  We  have  directed  specifically  our  comments 

Mr.  Hughes.  I  see  your  resolution. 

Mr.  DE  Vall  [continuing].  At  the  Federal  level. 

Mr.  Hughes.  The  resolution,  79-14,  passed  by  your  county  board 
of  supervisors,  went  to  the  Governor's  OCS  Policy  Committee  as 
well  as  presumably  to  the  Secretary  of  the  Interior,  among  others. 

Mr.  DE  Vall.  Fine. 

Mr.  Hughes.  So  that  actually  your  negative  comments  were 
shared  with  the  policy  committee  as  well  as  furnished  to  the  Secre- 
tary of  the  Interior? 

Mr.  DE  Vall.  Correct. 

Mr.  Hughes.  OK. 

I  wonder,  Mr.  Chairman,  if  for  the  record  we  might  receive  the 
nature  and  extent  of  the  negative  comnments  so  that  we  could 
perhaps  analyze  what  they  have  submitted  to  the  Secretary,  as 
well  as  examine  what  the  Secretary  has  by  law  been  required  to 
do;  and  that  he  furnish  his  reasons  for  either  accepting  or  rejecting 
negative  comments.  Can  we  do  that? 

The  Chairman.  Yes. 

Mr.  DE  Vall.  We  will  be  happy  to  cooperate  in  any  way. 

[The  information  is  on  file  with  the  committee.] 

Mr.  Hughes.  The  acreage  was  scaled  down  from  8  million  to  1.3 
million  acres,  as  I  understand  it.  Are  you  suggesting  in  no  instance 
did  the  Secretary  of  the  Interior  accept  any  of  the  negative  com- 
ments that  were  submitted  by  the  State? 

Mr.  DE  Vall.  The  board  of  supervisors  has  gone  on  record  to 
support  the  recommendations  of  the  California  Coastal  Commission 
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staff  and  the  findings  of  the  office  of  planning  and  research.  The 
board  has  not  made  an  unmitigated  or  an  absolutely  no  drilling 
statement.  We  have  asked  for  total  mitigation  of  any  negative 
impact  it  might  have  on  our  environment.  In  essence  we  are  saying 
if  you  can  show  us  that  you  can  pursue  this  without  any  damage  to 
our  environment,  our  economics,  and  our  sociology,  we  will  contin- 
ue to  work  with  you.  We  have  not  had  a  response,  we  feel,  to  the 
level  at  which  we  want  that  clarification.  Personally,  I  oppose  OCS 
53  and  the  manner  in  which  it  is  being  conducted  at  this  time. 

Mr.  Hughes.  Let  me  see  if  I  can  put  my  question  another  way. 
What  I  am  trying  to  fmd  out  is  if  are  you  suggesting  that  in  no 
instance  did  the  Department  of  the  Interior  accept  any  of  the 
negative  comments  submitted  by  the  State  of  California  relative  to 
lease  sale  53?  That  is  the  impression  I  have  gotten  from  the  testi- 
mony here.  Can  anybody  answer  that? 

Mr.  Lyon.  Yes.  I  think  I  can  answer  that  question  with  respect 
to  certain  types  of  tracts.  Where  there  was  a  State-designated 
preserve,  where,  for  example,  there  was  an  endangered  species  of 
elephant  seals  at  an  island  between  San  Mateo  and  Santa  Cruz 
County,  there  was  a  response  of  deletion  of  the  tracts  surrounding 
that  critical  habitat.  However,  there  are  many  tracts  which  were 
designated  and  defined  by  the  Bureau  of  Land  Management  as  of 
critical  environmental  concern  which  were  included. 

And  I  might  further  add  that  when  tracts  of  preserves  adjacent 
to  Monterey  and  Santa  Cruz  County  were  deleted,  additional  tracts 
of  San  Mateo  County  were  included  and  the  resource  estimate 
changed,  all  this  within  a  period  of  days  or  weeks. 

Mr.  Hughes.  I  understand  what  you  are  saying.  In  essence  what 
you  are  saying  is  that  you  do  not  feel  that  the  Secretary  of  Interior 
has  given  sufficient  weight  to  the  negative  recommendations  of  the 
various  local  governmental  units  and  the  State.  Because  under  the 
law  as  written,  we  did  provide  a  veto  for  the  local  units  of  govern- 
ment. 

The  provision  calls  for  comment,  negative  comment,  recommen- 
dations, consultation,  and  if  the  Secretary  decides  to  accept  or 
reject  the  recommendations  of  local  units  or  the  State,  the  Secre- 
tary has  to  provide  the  reasons  for  that. 

Now  I  think  we  can  analyze  perhaps  a  little  better  the  point  that 
you  are  trying  to  make  by  receiving  from  you  your  negative  recom- 
mendations as  we  are  going  to  do,  and  then  see  what  the  Secretary 
has  done  by  way  of  response. 

Mr.  DE  Vall.  We  have  a  further  irony,  Mr.  Chairman,  with  the 
Department  of  Interior,  where  on  the  one  hand  offshore  we  have 
the  proposal  for  OCS  53,  whereas  at  Big  River  we  have  a  division  of 
that  Department,  Fish  and  Wildlife,  making  a  proposal  for  the 
acquisition  of  marsh  and  bottomland  and  estuaries  and  the  protec- 
tion of  those  marshes,  and  very  fragile  environmental  resources. 

We  have  a  further  division,  the  Heritage  free-flowing  streams 
project,  I  believe,  from  Interior,  that  is  identifying  and  cataloging 
those  other  free-flowing  streams  on  the  Mendicino  coast.  I  am  very 
concerned  that  that  which  is  considered  for  prospective  preserva- 
tion shoreside  not  be  considered  as  a  placebo  to  the  public  of 
Mendicino  County,  while  the  development  of  OCS  53  continues 
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increasingly  jeopardizing  those  natural  resources  we  all  have  a 
very  real  concern  with. 

Mr.  Hughes.  Thank  you. 

We  find  that  the  agencies  don't  listen  to  us  either,  if  that  is  any 
consolation. 

The  Chairman.  Mr.  Clausen. 

Mr.  Clausen.  Thank  you. 

I  have  listened  with  great  interest  to  all  of  the  testimony.  I  am 
particularly  pleased  to  see  the  level  of  similarity  in  the  presenta- 
tions. 

I  am  concerned  about  the  question  of  communications,  the  input, 
that  was  initially  established  in  the  law.  It  was  to  assure  that  local 
units  of  government  have  the  maximum  opportunity  for  participa- 
tion in  setting  policy  prior  to  the  time  that  a  policy  decision  would 
be  made  by  the  Department. 

Having  said  that,  and  in  line  with  Mr.  Hughes'  comments,  it 
strikes  me  that  this  input  procedure,  as  it  is  identified  in  the 
Department  of  Interior  is  causing  you  concern,  but  also  that  the 
State  agencies  that  have  the  responsibility  for  input  are  causing 
you  concern.  And  it  may  be  therein  lies  a  part  of  the  problem. 

As  you  know  the  production  goals  that  were  published  by  the 
Department  of  Energy  is  a  significant  document,  because  it  is  used 
as  a  base  for  establishing  a  5-year  leasing  schedule.  That  document 
contains  OCS  data  by  area  and  domestic  energy  needs,  budgetary 
needs,  industry  capability,  and  recommends  leasing  schedules  to 
meet  the  domestic  needs. 

Now,  earlier  today  we  were  informed  by  the  Department  of 
Energy  that  the  only  coastal  State  not  commenting  on  that  produc- 
tion goal  which  was  issued  in  March  of  this  year  was  our  State  of 
California.  This  of  course  concerned  all  of  us  a  great  deal.  So  I 
would  first  like  to  know,  as  part  of  this  input  process,  if  you  were 
informed  about  this  document  by  the  State,  were  you  informed  of 
its  significance,  and  if  so,  did  you  comment  on  the  production  goals 
to  the  State?  And  I  will  ask  that  question  of  you. 

Mr.  DE  Vall.  Mr.  Chairman,  Congressman  Clausen,  no,  to  my 
knowledge  we  did  not.  Please  understand  that  as  a  supevisor  of  a 
large  area  geographically,  but  only  with  a  65,000  population  base,  I 
personally  have  no  staff.  Only  recently  did  we,  about  2  or  3  months 
ago,  actually  get  our  CEIP  grant.  We  have  one  person  who  works 
part  time  on  the  OCS  problem.  That  is  one  reason  I  have  asked  for 
our  full  attention  here  this  morning,  because  this  is  probably  going 
to  be  the  last  time  anybody  from  Mendicino  County,  from  a  govern- 
mental level,  is  going  to  appear  before  a  subcommittee  discussing 
OCS. 

We  do  not  have  the  time  with  the  funding  and  the  employee 
structure  that  we  have.  For  us  to  make  a  response  to  the  State  and 
their  proposals,  it  would  have  been  either  support  or  not.  We  have 
consistently  in  this  program  given  support  to  the  findings  of  the 
State  coastal  commission  which  has  been  very  helpful  to  us  in 
trying  to  help  us  along  in  understanding  just  what  the  challenges 
of  OCS  are. 

Mr.  Clausen.  In  following  all  of  the  discussion  that  has  taken 
place,  it  strikes  me  that  there  has  been  a  breakdown  possibly  on 
the  part  of  the  State  of  California  in  communicating  to  the  local 
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entities  what  their  role  and  function  was  intended  to  be  as  a  part 
of  the  act,  and  in  carrying  out  the  input-gathering  effort  to  meet 
the  concerns  and  the  responsibilities  of  the  local  communities  of 
government.  The  Department  of  the  Interior  has  come  out  and  held 
hearings.  I  think  the  Chairman  made  reference  to  that.  But  appar- 
ently there  is  a  little  bit  of  breakdown  in  what  the  State  of  Califor- 
nia or  what  they  understand  their  role  is  consistent  with  the  act 
itself. 

Mr.  DE  Vall.  It  was  at  the  State's  continued  insistence  that  we 
did  eventually  get  our  CEIP  grant  application  in.  I  think  there  are 
problems  throughout  the  system,  and  in  any  challenge  that  faces 
government  at  this  time  you  will  find  similar  communication  prob- 
lems. I  think  that  rather  than  look  backward,  we  should  look 
forward  and  try  to  identify  where  there  is  failure  in  the  system 
and  bring  about  a  better  communication  as  far  as  possible. 

Mr.  Clausen.  Finally,  as  you  know,  my  chief  concern  has  been — 
and  I  am  saying  this  as  a  former  member  of  the  board  of  supervi- 
sors— that  local  government  should  have  had  the  oppoortunity  to 
express  their  ideas  before  policy  was  set.  So  I  would  strongly  sug- 
gest that  you  take  this  opportunity  to  provide  to  this  committee 
your  input  as  stated  by  the  chairman  and  Mr.  Hughes. 

Mr.  DE  Vall.  Mr.  Clausen,  I  would  like  to  just  state  very  briefly 
a  statement  that  was  made  by  Secretary  Andrus,  that  was  over 
KGO  Radio,  which  has  a  wide  coverage  in  northern  California,  in  I 
believe  April  of  this  year,  which  I  will  quote  as  closely  as  I  can: 
"We  look  forward  to  the  challenge  of  developing  a  frontier  off  the 
northern  California  coast."  I  find  such  a  statement  very  unfortu- 
nate before  we  even  get  a  draft  EIS  together,  and  try  to  get  an 
understanding  of  the  challenges  and  the  problems  of  our  fisheries 
and  our  resources. 

Mr.  Clausen.  Thank  you,  Mr.  Chairman. 

Mr.  KuppER.  Mr.  Chairman,  if  I  might  comment  about  the  coop- 
eration with  the  State  and  our  communications  there.  Our  county 
has  twice  the  population  as  Mendicino  County.  Still  we  do  not  have 
any  personal  staff.  We  have  some  planning  staff.  They  are  trying 
to  do  the  Coastal  Act,  doing  everything  else.  It  has  been  my  person- 
al experience  that  the  office  of  planning  and  research  and  the 
coastal  commission  are  very  accessible  and  helpful  in  the  informa- 
tion I  needed.  There  could  have  always  been  more  done.  But  they 
have  been  a  real  resource. 

Mr.  Lyon.  Mr.  Chairman,  I  just  checked  with  the  executive  direc- 
tor of  the  California  Coastal  Commission  regarding  his  receipt  of 
the  information,  and  that  is  one  of  the  coordinating  bodies.  He 
indicates  that  he  himself  has  received  this  information  only  as  a 
tab  in  a  5-year  lease  program,  and  the  date  for  response  to  that  has 
not  yet  passed.  So  I  submit  it  is  possible  the  breakdown  could  have 
been  someplace  else. 

I  would  like  to  indicate  the  information  I  have  received  on  this 
matter  has  generally  come  from  either  Peter  Tweet,  of  the  Bureau 
of  Land  Management  in  Los  Angeles,  who  has  taken  it  upon  him- 
self as  a  personal  responsibility  above  and  beyond  I  think  his 
regular  duties  to  make  sure  that  I  get  that  information,  and  by  the 
State's  office  of  planning  and  research,  and  through  the  coastal 
commission.  Very  little  else  through  the  Department  of  Interior. 
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Mr.  Reynolds.  Mr.  Chairman,  if  I  might  address  Congressman 
Clausen's  concern  about  a  breakdown  at  the  State  level.  Anything 
is  possible  in  this  world  of  communication,  obviously.  But  with 
respect  to  this  whole  process  of  leasing  and  48  and  53  I  have 
personally  found  the  OPR,  the  coastal  commission  staff,  and  the 
directors  to  be  extremely  diligent  in  alerting  us  to  issues,  prodding 
us  to  comment  on  time,  so  that  the  Governor  could  formulate  his 
position.  Cooperation  has  been  extremely  good. 

The  Chairman.  Mr.  Miller. 

Mr.  Miller.  Thank  you,  Mr.  Chairman. 

Just  quickly,  Mr.  Reynolds,  you  have  expressed  your  concern 
over  the  impact  that  inadequate  standards,  air  standards  on  the 
Outer  Continental  Shelf  will  have  on  your  onshore  development. 
You  also  indicated  that  the  county,  Santa  Barbara  County,  has 
granted  a  number  of  permits  for  onshore — which  sounds  to  me  like 
energy  development — you  mentioned  ARCO  and  Exxon  and  Chev- 
ron. Could  you  point  out  what  your  concerns  are  in  a  specific 
manner,  not  speculation — what  your  concerns  are  as  to  onshore 
growth  in  terms  of  economics  of  Santa  Barbara  County — I  don't 
know  if  that  spills  over  into  shopping  centers  and  home  construc- 
tion and  others — in  trying  to  meet  the  ambient  air  standards? 

Mr.  Reynolds.  The  onshore  facilities  that  I  referred  to  were  the 
onshore  processing  plants  for  the  oil  and  gas,  in  ARCO's  case  from 
State  lands,  in  Exxon's  case  the  OCS  lands,  and  so  on.  Yes,  we  are 
concerned  about  the  double  standard  where  by  meteorology,  the 
land  forms,  California  generally,  Santa  Barbara  in  particular, 
make  our  onshore  area  a  natural  smog  trap,  and  offshore  emis- 
sions, be  it  from  platforms  or  offshore  storage  treatment  vessels,  or 
more  particularly  from  vessel  loading  of  hydrocarbons,  where  the 
emissions  at  a  rate  of  1,000  gallons,  for  example,  are  on  the  order 
of  1.2  pounds,  66  percent  reactive  hydrocarbons. 

Our  APCD  and  Special  Air  Quality  Planning  Office  has  put 
together  an  air  quality  attainment  plan  under  the  Clean  Air  Act 
amendments.  That  act  calls  for  the  strategies  onshore  to  attain  our 
clean  air  standards  by  1982,  or  if  not  by  then,  by  1987,  under 
certain  exceptions.  We  have  found  that  such  strategies,  for  exam- 
ple, as  an  onshore  pipeline  versus  the  tankering  would  be  more 
effective  by  a  factor  of  10  to  1  in  reducing  air  emissions.  And  yet 
that  type  of  strategy  has  not  been  included  in  any  of  the  leases, 
stipulations  or  anything  else. 

Mr.  Miller.  I  understand  that.  My  concern  is  your  concern  of 
the  offshore  development  in  fact  having  a  detrimental  onshore 
impact.  You  have  requirements  under  the  State  and  Federal  law, 
and  those  requirements  go  to  direct  onshore  development  of  many 
types.  And  I  am  not  trying  to  solicit  a  specific  answer.  I  just  want 
to  know  if  in  fact  in  your  case  it  is  starting  to  prove  to  be  true  or 
not. 

Mr.  Reynolds.  As  you  know,  we  are  at  the  front  end  of  the  air 
quality  attainment  planning  process.  But  it  was  brought  very  much 
to  the  here  and  now  by  Mr.  Costle  down  in  Los  Angeles  the  other 
day  when  he  said  California  has  not  enacted  a  motor  vehicle  in- 
spection program  and  we  are  going  to  cut  off  industrial  develop- 
ment. We  face  the  same  problem  on  a  mini  scale  in  Santa  Barbara 
County.  Our  attainment  plan  calls  for  strategies  to  abate  onshore 
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emissions.  With  the  onset  of  offshore  emissions  unabated  our  ambi- 
ent quality  will  not  be  attained,  and  accordingly  we  will  have  to 
limit  fixed  sources  or  take  extraordinary  measures  with  respect  to 
mobile  sources  in  order  somehow  to  attempt  to  meet  the  air  quality 
attainment  standards  or  face  the  same  sanctions  that  Mr.  Costle 
talked  about  last  week  in  Los  Angeles. 

Mr.  Miller.  Thank  you  very  much. 

Mr.  KupPER.  Mr.  Chairman,  the  auto  emissions  was  a  critical 
element  in  our  attainment  plan.  Now  that  it  has  not  been  enacted, 
we  are  looking  to  much  more  stringent  regulations  on  our  onshore 
development.  That  takes  into  no  account  anything  that  might  be 
added  offshore.  Prior  to  EPA's  reducing  its  requirements  and  some- 
how making  our  air  cleaner— we  were  in  noncompliance  in  San 
Luis  Obispo  for  both  oxidants  and  particulate.  Now  we  are  not.  The 
air  is  the  same. 

The  auto  emissions,  unless  that  does  come  up,  we  are  gomg  to  be 
in  a  position  to  have  to  have  anything  at  all  to  make  any  progress 
toward  meeting  our  requirements,  going  to  have  to  limit  all  on- 
shore development  substantially.  If  we  get  something  additional 
from  the  outside,  we  are  not  going  to  be  able  to  do  it,  even  if  we 
freeze  development. 

Mr.  Miller.  That  is  the  committee's  concern.  I  tend  to  agree 
with  you.  I  think  the  draft  proposals  are  totally  inadequate  to  deal 
with  this,  especially  the  question  of  whether  it  is  going  to  be  by  rig 
or  tract  development.  I  think  if  we  go  by  rig,  you  people  are  going 
to  find  yourself  in  a  very  precarious  situation,  where  you  are  going 
to  have  to  deal  with  somebody  else's  dirty  air.  You  are  going  to 
have  to  pay  the  price  to  clean  it  up. 

Mr.  KuppER.  Either  way  we  are  going  to  be  up  against  the  wall. 

Mr.  Miller.  One  you  will  have  control  over,  and  the  other  you 

won't. 

Mr.  Reynolds.  Mr.  Chairman,  I  would  like  to  call  attention  to 
my  testimony  which  cites  from  the  EIS  on  48,  where,  after  long 
and  tortured  beating  about  the  head.  Interior  admitted  in  the  final 
statement,  yes,  some  of  the  offshore  sources  will  be  more  signifi- 
cant than  onshore,  and  yes,  that  will  cause  what  they  describe  as  a 
slight  delay  in  the  attainment  of  air  quality  standards  onshore. 
This  is  a  serious  admission  by  the  Department  itself,  that  their 
operations  are  causing  noncompliance  with  another  agency's  re- 
quirements on  us  in  the  middle. 

The  Chairman.  Mr.  McCloskey. 

Mr.  McCloskey.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  you  gentlemen  for  what  you  have  done  to 
preserve  the  coastline. 

I  think  that  the  status  of  the  coastline  is  a  tribute  to  the  county 
boards  and  in  some  respects  the  Coastal  Commission. 

We  have  two  county  supervisors  here. 

I  would  like  to  ask  you  two  questions.  We  set  up  in  this  law,  and 
I  think  maybe  in  response  to  Proposition  13  which  dictated  we  cut 
the  cost  of  Government,  that  we  set  up  a  mechanism  in  the  law 
requiring  that  the  Federal  Government's  input  from  local  govern- 
ment would  be  through  States.  I  want  to  read  to  you  this  language 
and  see  if  you  have  any  suggestions. 
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The  purposes  of  the  act:  Reads,  "*  *  *  provided  States,  and 
through  States,  local  governments  which  are  impacted  by  OCS  oil 
and  gas  exploration  and  development  and  production  with  compre- 
hensive assistance  in  order  to  anticipate  a  plan  for  such  impacts 
and  thereby  assure  adequate  protection  to  the  human  environ- 
ment." 

The  next  section  reads  the  same:  "*  *  *  assure  that  States,  and 
through  States,  local  governments  have  timely  access  to  informa- 
tion." 

And  finally,  "assure  that  States,  and  through  States,  local  gov- 
ernments directly  affected  are  provided  an  opportunity  to  partici- 
pate in  policy  and  planning  decisions  relating  to  management  of 
the  resources  of  the  OCS." 

Now,  clearly  the  statute,  the  Federal  law,  anticipates  that  the 
State  will  cooperate  with  you,  that  the  State  will  be  the  spokesman 
for  local  participation  in  the  planning  process.  The  key  language  of 
the  amendments  that  we  adopted  last  year  required  that  during 
the  preparation  of  any  proposed  leasing  program  the  Secretary 
shall  invite  and  consider  suggestions  for  such  program  from  any 
interested  Federal  agency,  including  the  Attorney  General,  and 
from  the  government  of  any  State  which  may  become  an  affected 
State.  And  then  it  says  the  Secretary  may  also  invite  or  consider 
any  suggestions  from  the  executive  of  any  affected  local  govern- 
ment. 

Would  any  of  you  recommend  that  we  deal  directly  with  you 
instead  of  through  the  State?  That  is  going  to  increase  the  cost  to 
some  of  you  of  already  overburdened  budgets. 

Mr.  DE  Vall.  Mr.  McCloskey,  it  sounds  like  a  very  comprehen- 
sive law  that  you  just  read.  However,  it  lacks  coordination. 

Mr.  McCloskey.  Would  you  change  the  law? 

Mr.  DE  Vall.  Yes,  I  would.  I  would  somehow  require  that  each  of 
the  counties  or  the  State  develop  energy  potential  concepts.  For 
example,  we  are  speaking  today  about  OCS  and  its  impacts  on  our 
coast.  Yet  there  is  no  knowledge  of  the  problems  that  we  are 
having  in  Mendocino  County  relative  to  projects  that  are  being 
sponsored  by  DOE,  in  our  geothermal  fields.  We  are  getting  high 
pollution  rates  of  boron,  radon  22,  and  subsisters  of  radioactive 
waste  that  has  to  be  dealt  with  as  we  go  after  geothermal  steam. 

Mr.  McCloskey.  How  do  you  do  this  without  materially  increas- 
ing the  cost  of  the  governmental  process  itself?  We  now  have  at 
least  eight  levels  of  government  involved  in  this  proceess.  The  cost 
of  that  to  the  taxpayer  is  incredible. 

Mr.  DE  Vall.  There  is  a  lack  of  energy  policy  for  both  production 
and  use  at  the  Federal  level  all  the  way  down  through  the  coun- 
ties. 

Mr.  McCloskey.  Granted.  But  would  you  change  this  law? 

Mr.  DE  Vall.  Yes,  I  would.  Because  the  existing  law  is  not 
working. 

Mr.  McCloskey.  Mr.  Reynolds. 

Mr.  Reynolds.  Mr.  McCloskey,  I  cannot  speak  for  my  board.  I 
can  tell  you  as  an  individual  involved  in  this  process  I  would 
definitely  change  the  language  and  make  that  "may"  "shall,"  par- 
ticularly with  respect  to  areas  such  as  Santa  Barbara  County,  and 
the  Channel,  and  the  lower  Santa  Maria  portion  of  lease  sale  53, 
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still  offshore  Santa  Barbara  County,  where  there  are  material  re- 
sources that  are  identified  and  targeted,  or  in  areas  of  the  entire 
California  coastline  with  acute  environmental  sensitivities  and 
safety,  and  very  real  economic  considerations. 

We  are  not  talking  about  birds  and  bees  when  we  are  talking 
about  the  tourist  industry  along  the  California  coastline.  Yes, 
change  the  "may"  to  a  "shall." 

Mr.  McCloskey.  Mr.  Lyon. 

Mr.  Lyon.  I  believe  I  would  agree  and  suggest  changing  the 
"may"  to  "shall"  would  be  necessary  for  several  reasons.  One, 
there  might  be  a  difference  of  opinion  between  the  individual  local 
area  which  was  affected  and  the  overall  State  position  which  could 
be  influenced  by  political  considerations. 

I  really  do  not  think  what  you  are  seeking  here  is  a  political 
consensus  from  a  State  but  rather  the  precise  effect  on  affected 
localities.  And  for  that  reason  I  think  that  a  change  would  be 
worthwhile. 

The  statement  earlier  this  morning  that  there  are  over  a  thou- 
sand counties  of  course  is  irrelevant  to  the  fact  that  you  are  deal- 
ing with  here,  because  you  are  dealing  with  the  coastal  counties. 
There  are  not  so  many  of  those.  In  fact  there  are  very  few  of  them. 

Mr.  McCloskey.  Mr.  Kupper. 

Mr.  Kupper.  Yes.  Right  now  the  way  we  are  trying  to  handle  it 
is  the  cheap  way.  We  have  certain  persons  working  on  our  coastal 
plan,  saying:  You  look  into  it  and  try  to  take  care  of  lease  sale  53 
at  the  same  time.  We  are  trying  to  do  some  double-tracking.  What 
really  happens  is  it  all  becomes  increasingly  ineffective.  We  have 
had  some  help  from  the  Coastal  Commission  and  OPR,  we  have  a 
couple  of  coordinators.  We  have  been  trying  to  coordinate  this.  It 
has  been  sketchy.  And  it  is  just  not  doing  the  job. 

The  issue  here  is  too  big.  To  answer  your  question  directly,  it 
sounds  like  the  law  is  written  to  preclude  any  other  input  other 
than  State  input.  And  it  really  ought  to  be  that  Interior  would 
work  with  the  State,  regional,  and  local  governments.  Each  one  has 
a  different  perspective.  I  serve  as  our  county's  representative  on  a 
tricounty  air  basin  plan.  We  break  it  up  into  different  combina- 
tions for  the  coastal  plan. 

Mr.  McCloskey.  The  reason  I  ask  is  that  last  time  I  checked  with 
Bill  Royer  and  his  board  of  supervisors,  of  the  five  supervisors  they 
averaged  between  12  and  25  additional  assignments,  dealing  with 
some  other  level  of  government.  And  the  resource  drain  on  a 
county  is  one  of  your  problems. 

Just  one  other  question,  particularly  for  you,  Mr.  Reynolds.  The 
comparative  risk  to  the  environment  between  drilling  platforms 
and  operating  tankers.  If  you  assume  there  are  540  million  barrels 
of  oil  out  there,  I  compute  that  if  it  is  brought  to  the  refineries  by 
tankers  at  something  like  540  tanker  trips  of  10,000-ton  tankers,  or 
70  tankers  of  80,000  tons.  We  have  had  ample  evidence  of  the  risk 
to  the  environment  from  tanker  collisions. 

From  your  experience  in  Santa  Barbara,  would  you  say  the  risk 
of  a  spill  resulting  from  a  tanker  collision  is  greater  or  less  than  a 
spill  from  a  drilling  platform?  How  do  we  weigh  this  question? 
Either  way  there  are  environmental  difficulties.  If  we  do  not  pump 
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the  540  million  barrels  ashore,  we  are  going  to  have  to  bring  it  in 
from  some  other  country  by  tanker.  What  is  the  comparative  risk? 

Mr.  Reynolds.  I  would  have  to  give  you  a  conditioned  answer, 
because  men  still  make  mistakes,  or  maybe  are  negligent,  as  hap- 
pened in  1969  in  the  oil  spill.  So  that  we  cannot  preclude  the 
possibility  of  another  mistake,  and  a  major  disaster,  such  as  the 
1969  oil  spill. 

But  stringent  regulations,  safety  operation,  have  been  effective 
both  in  State  and  OCS  waters  since  1969.  If  those  are  followed, 
vigorously  enforced,  I  would  rank  the  risk  of  a  blowout  of  the  type 
we  had  in  1969  to  be  less  than  that  of  a  tanker  collision,  because  it 
has  not  gotten  a  great  deal  of  publicity. 

But  about  a  year  ago  in  our  channel  an  Alaska  supertanker  was 
on  its  way  through  the  channel.  The  night  was  clear,  with  radar, 
and  it  collided  with  a  69-foot  fishing  vessel  with  radar,  in  the 
shipping  lane.  Fortunately,  nobody  was  killed.  The  small  vessel 
sank.  But  the  risk  of  tankers  is  so  well  documented  in  this  country 
and  around  the  world,  that  if  the  stringent  regulations  with  respect 
to  drilling  are  enforced,  I  think  there  is  no  contest. 

Mr.  McCloskey.  You  believe  that  tankers  are  riskier  than  drill- 
ing? 

Mr.  Reynolds.  Yes,  sir. 

Mr.  McCloskey.  Thank  you 

The  Chairman.  Mr.  Royer. 

Mr.  Royer.  Thank  you  very  much,  Mr.  Chairman.  Not  in  the  line 
of  questioning,  but  I  would  like  to  make  a  very  brief  statement. 
Certainly,  first  of  all,  I  certainly  concur  particularly  with  the  re- 
marks, Mr.  Reynolds,  that  you  made  pertaining  to  the  safeguards 
that  we  have  to  take  before  we  proceed,  and  I  think  that  was 
pretty  well  emphasized  by  each  member  that  made  a  presentation. 

I  think  the  one  thing  I  would  like  to  comment  about,  and  I  think 
in  knowing  my  background  most  of  you  realize  that  I  have  a  very 
high  regard  for  local  government.  I  think  it  is  the  backbone  to 
what  we  do. 

I  do  want  to  indicate  also  very  clearly,  because  of  some  of  the 
statements  that  were  indicated,  that  I  have  been  very  pleasantly 
surprised  since  being  in  Washington  with  the  openness  of  the 
process.  It  is  more  difficult,  obviously,  being  the  distance  we  are 
away,  and  so  on. 

But  I  think  you  will  find  that  committees  are  traveling  all  over 
to  make  sure  that  we  do  get  the  input.  And  I  want  to  assure  local 
government  that  the  process,  although  maybe  in  this  particular 
case  hasn't  worked  as  well  as  you  would  like  it  to  work,  or  as  well 
as  I  would  like  it  to  work,  that  generally  speaking  the  process  is 
quite  good  and  a  lot  more  open  than  I  had  even  thought  it  was 
until  I  got  there. 

I  wanted  to  make  that  comment. 

The  Chairman.  Thank  you,  Mr.  Royer. 

Gentlemen,  thank  you  very  much.  The  committee  notes  the  pres- 
ence of  Congressman  Ronald  Dellums'  district  assistant,  Mr.  Larry 
Hansen.  We  appreciate  his  being  here  as  an  observer. 

We  will  recess  for  1  hour. 

[Whereupon,  at  1:30  p.m.,  the  select  committee  recessed  to  2:30 
p.m.  of  the  same  day.] 
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AFTERNOON   SESSION 


The  Chairman.  The  committee  will  come  to  order. 

At  this  time  our  witnesses  are  Michael  Fischer,  California  Coast- 
al Commission  and  Gregory  Fox,  senior  energy  adviser,  California 
State  Office  of  Planning  and  Research.  You  may  proceed. 

STATEMENT  OF  MICHAEL  FISCHER,  CALIFORNIA  COASTAL 

COMMISSION 

Mr.  Fischer.  Thank  you,  Mr.  Chairman. 

My  name  is  Michael  Fischer.  I  am  executive  director  of  the 
California  Coastal  Commission.  On  behalf  of  the  Governor,  whose 
schedule  prevented  him  from  attending,  please  accept  our  welcome 
to  California.  For  those  of  you  who  are  not  Californians,  we  hope 
that  the  promised  rain  doesn't  come,  and  that  the  expected  fog 
stays  away,  and  that  you  get  to  see  some  of  the  beautiful  coast 
tomorrow. 

Mr.  Chairman,  you  have  my  written  presentation.  If  it  meets 
with  your  pleasure,  I  would  like  to  simply  excerpt  parts  from  it. 

The  Chairman.  Without  objection,  the  entire  statement  will  be 
printed  in  the  record. 

Mr.  Fischer.  California  is  deeply  committed  to  protecting  our 
marine  and  coastal  resources.  At  the  same  time,  our  record  indi- 
cates that  we  can  also  support  petroleum  developments  in  the 
national  interest.  The  coastal  commission  has  itself  allowed  or 
concurred  in  development  plans  for  Shell,  Arco,  and  Chevron 
United  States,  and  we  have  approved  exploratory  drilling  by  Shell, 
Exxon,  and  Chevron. 

Having  this  balanced  use,  we  were  therefore  very  pleased  with 
the  passage  of  the  OCS  Lands  Act  Amendments  of  1978.  Those  long 
awaited  amendments  provided  many  features  California  felt  neces- 
sary for  rational  and  sensitive  Interior  Department  planning  and 
management  of  the  OCS. 

Most  important,  they  included  a  strong  formal  role  for  coastal 
States  in  effecting  the  national  5-year  OCS  leasing  schedule,  indi- 
vidual OCS  lease  sale  designations  and  Interior  Department  deci- 
sions on  plans,  exploration,  and  development. 

Taken  in  conjunction  with  the  consistent  satisfaction  provisions 
of  the  Coastal  Zone  Management  Act,  this  is  in  direct  response  to 
our  questions,  we  do  feel  that  Congress  has  established  a  workable 
framework  for  discussing  and  resolving  OCS  development  issues 
between  Interior  and  coastal  States.  But  we  feel  that  if  the  Interior 
Department  were  in  fact  following  Congress'  mandate  in  the  OCS 
Land  Act  amendments,  so  many  representatives  of  local  govern- 
ment and  environmental  groups  would  not  have  to  be  before  you  in 
these  hearings  to  oppose  proposed  lease  sale  53,  offshore  of  central 
and  northern  California. 

Interior,  in  our  judgment,  has  failed  to  follow  both  the  letter  and 
the  intent  of  OCS  Land  Act  amendments.  I  hope  that  you  will 
conclude  along  with  us  after  I  discuss  the  reasons  for  the  state- 
ment, that  a  year  ago  the  Secretary  of  the  Interior  should  have 
delayed  this  sale  and  that  much  of  the  proposed  sale  area  should 
be  deleted  from  the  national  5-year  OCS  leasing  scheduled. 
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In  my  presentation  today,  I  would  like  to  cover  three  main  areas 
of  concern  where  we  are  quite  dissatisfied  with  Interior's  pursuit  of 
congressional  direction.  Those  are,  first,  lease  sale  53.  We  judge 
that  lease  sale  to  be  premature,  inadequately  studied  and  because 
of  the  affected  area's  environmental  riches,  we  think  it  should  be 
delayed,  preferably  dropped  from  the  leasing  schedule. 

Second,  we  judge  the  proposed  national  5-year  OCS  leasing  sched- 
ule to  be  seriously  flawed.  It  fails  to  follow  the  specific  and  explicit 
criteria  mandated  by  the  OCS  Land  Act  amendments.  Were  this  5- 
year  schedule  to  follow  the  law,  most  of  California's  OCS  would  be 
dropped  from  the  schedule. 

Third,  I  would  like  to  speak  briefly  to  a  matter  that  Congress- 
man McCloskey  has  spoken  to  several  times,  and  that  is  the  refusal 
by  the  Secretary  of  the  Interior  to  submit  his  decision  to  lease  OCS 
tracts  both  in  lease  sale  42,  offshore  Massachusetts,  and  lease  sale 
48,  offshore  southern  California,  to  submit  those  sales  to  the  con- 
sistent satisfactory  requirements  of  the  Federal  Coastal  Zone  Man- 
agement Act. 

In  that  refusal,  the  Department  is  following  a  clear  pattern  of 
evading  or  minimizing  the  State's  role  in  OCS  decisions. 

Before  I  get  into  those  three  areas,  though,  I  need  to  let  you 
know  that  there  is  good  news  as  well.  We  in  California  have  great 
respect  for  Secretary  Andrus  and  his  work.  By  and  large  we  concur 
with  his  ultimate  decisions.  We  find  that  they  are  often  and  usual- 
ly based  upon  the  same  commitment  to  environmental  protection 
that  we  hold.  We  have  found  many  open,  representative,  and  re- 
sponsive to  California's  views. 

However,  experience  with  other  administration  spokesmen  has 
taught  us  that  the  current  cooperative  atmosphere  is  likely  to  be 
impermanent.  Therefore,  the  message  that  I  would  like  to  leave 
with  you  today  is  that  we  are,  in  California,  dissatisfied  with  the 
limited  role  provided  to  the  States  under  Interior's  procedures.  We 
are  alarmed  about  procedures  more  than  the  substance  of  current 
decisions,  because  if  those  procedures  are  not  followed,  we  fear  for 
decisions  that  might  come  down  in  future  years. 

The  first  of  those  three  things  that  I  mentioned  is  lease  sale  53. 
For  lease  sale  53  the  coastal  commission,  local  governments,  and 
public  groups  spent  much  effort  last  year  developing  negative 
nominations.  Barbara  Heller  outlined  many  of  the  public  meetings 
that  were  held. 

The  coastal  commission  and  our  regional  commissions  held  pub- 
lic hearings  during  the  summer  of  1978.  We  recommended  exclud- 
ing all  OCS  areas  within  6  miles  of  22  named  marine  and  coastal 
resources  areas,  including  the  national  parks  and  wildlife  habitats. 
We  recommended  excluding  tracts  in  vessel  traffic  routes. 

The  coastal  commission  concluded  that  after  the  call  for  nomina- 
tion information  was  received,  the  Secretary  of  Interior  would  be 
persuaded  that  lease  sale  53  should  be  dropped,  when  environmen- 
tal and  multiple-use  conflict  factors  were  weighed  against  the  rela- 
tively low  petroleum  potential  of  the  area.  Our  hopes  were  high. 
Nine  public  meetings,  the  workshop  schedules,  and  the  good  com- 
munication that  we  thought  we  had  developed  with  Interior  caused 
our  expectations  to  be  pretty  high. 
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Our  expectations  were  dashed,  unfortunately.  As  subsequent 
meetings  with  Interior  showed,  only  one  factor  is  really  considered 
in  identifying  OCS  tracts  for  inclusion  in  the  lease  sale  process. 
That  factor  is  USGS  estimates  of  the  petroleum  potential  under 
those  tracts. 

There  were  two  small  areas  deleted,  two  tracts  of  Trinidad  and  of 
Ano  Nuevo  elephant  seal  preserve.  We  feel  the  two  withdrawals 
constituted  a  token  gesture.  Interior  put  both  the  State,  its  citizens 
and  the  oil  industry  through  the  positive  and  negative  nominations 
processes  only  to  base  tract  decisions  on  internal  guesses  about 
petroleum  potential. 

So  there  may  be  one  change  to  the  law  that  we  would  suggest, 
and  that  would  be  a  change  which  would  include  deleting  the  most 
sensitive  tracts  after  that  initial  call  for  nominations,  else  the 
whole  process  is  a  waste  of  everyone's  time. 

The  second  concern  we  had  deals  with  the  5-year  leasing  sched- 
ule. And  here  our  concern  heightens.  The  way  Interior  is  fulfilling 
the  congressional  mandate  to  develop  this  current  schedule  in  our 
judgment  stacks  the  decision  against  environmental  considerations, 
those  very  environmental  considerations  that  were  required  by 
Congress.  In  our  judgment,  again  this  is  a  major,  indeed  a  fatal 
flaw  in  the  schedule. 

The  schedule  seems  based  on  Interior's  convenience  rather  than 
on  analysis  of  how  specific  OCS  areas  around  the  Nation's  costs 
compare  against  each  other  with  respect  to  petroleum  potential, 
fisheries,  vessel  traffic,  environmental  sensitivity,  and  marine  pro- 
ductivity, and  the  geologies  of  affected  States. 

All  of  those  criteria  are  spelled  out  in  legislation.  And  Interior 
clearly  and  explicitly  says,  don't  worry,  we  will  consider  those 
later. 

The  Department  further  holds  there  that  because  Congress  spe- 
cifically excluded  by  statute  the  area  within  15  miles  of  the  Point 
Reyes  wilderness  that  Congress  intended  that  no  other  OCS  area 
anywhere  be  excluded  from  petroleum  leasing.  I  hope  you  consider 
this  interpretation  of  your  law  to  be  wrong. 

Interior  should  consider  and  compare  all  the  economic  and  envi- 
ronmental aspects  of  particular  OCS  areas  and  to  compare  them 
against  each  other  to  determine  which  should  be  leased  and  which 
should  not  be  leased.  We  hold  that  if  Interior  does  conduct  this 
analysis,  the  Department  will  identify  those  areas  with  especially 
sensitive  and  productive  marine  environments  and  rural  undevel- 
oped coastal  areas  and  where  petroleum  potential  is  low,  that 
should  be  deleted  from  the  processes. 

We  concur  very  strongly  with  the  points  made  by  Congressman 
Miller's  line  of  questioning,  where  you  were  asking  why  not  focus 
on  those  areas  with  highest  productivity,  leave  the  areas  with  the 
lower  productivity  until  later. 

But  Interior  cannot  conduct  this  analysis,  comparing  one  area 
against  another,  because  the  OCS  areas  excluded  in  the  schedule 
are  so  huge  that  analyzing  and  comparing  the  marine  productivity 
conflicts  with  fish  and  navigation  and  other  factors  would  be  mean- 
ingless. 

Interior  considered  the  11  million  acre  central  and  northern 
California  OCS  to  be  one  particular  area  included  in  that  schedule. 
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But  the  area,  as  indicated  in  the  maps  that  you  have,  and  these 
maps  on  the  left,  that  700  mile  area  includes  five  separate  basins, 
beginning  at  the  Santa  Maria  Basin  on  the  south,  which  extends 
up  the  Big  Sur  coast  to  Monterey  Bay. 

The  next  basin  goes  from  Monterey  Bay  up  to  the  Golden  Gate, 
and  up  to  the  Bodega  Basin,  the  Point  Arena  and  Eel  River  Basin, 
each  of  which  is  unique  in  its  own  right.  And  to  say,  as  the  5-year 
schedule  does  for  1983  and  1984,  California,  or  to  say  for  the  lease 
sale  53  time  period,  1981,  to  say  northern  and  central  California,  is 
to  create  a  fruit  that  is  neither  apple  nor  orange.  You  cannot 
compare  and  contrast  that  area  with  other  areas  around  the  Na- 
tion and  then  be  able  to  set  priorities. 

Not  only  do  we  judge  the  major  areas  of  lease  sale  53  should  be 
cut,  but  we  also  state  very  strongly  that  no  petroleum  lease  sale 
should  occur  of  central  and  northern  California  until  crucial  envi- 
ronment studies  are  completed.  The  coastal  commission  and  Gover- 
nor Brown  have  repeatedly  made  their  urgent  reasonable  request. 
In  fact,  that  request  serves  as  a  basis  for  a  pending  lawsuit  which 
California  initiated  against  Secretary  Kleppe.  This  request  contin- 
ues to  be  ignored. 

We  feel  that  the  results  of  these  important  studies  must  be 
available  for  use  in  the  draft  environmental  statement  which 
serves  as  the  basis  for  State  and  local  governments'  comments  on 
the  proposed  sale.  That  statement  is  due  out  next  spring.  As  Con- 
gressman Burton  has  indicated,  some  of  those  studies  have  not  yet 
begun.  Even  were  those  studies  to  begin  immediately,  there  would 
be  less  than  a  full  annual  life  cycle  to  be  able  to  evaluate,  thus 
kind  of  precondemning  those  studies  to  be  less  than  adequate,  in 
our  judgment. 

The  third  point  that  I  mentioned  is  the  failure  by  the  Secretary 
of  the  Interior  to  determine  lease  sale  consistently  satisfactory  with 
California's  zone  management  program.  This  we  judge  to  be  yet 
another  example  of  Interior's  unwillingness  to  include  the  States 
as  a  full  partner  in  OCS  decisionmaking. 

As  you  have  had  indicated  to  you  earlier  today,  we  feel  that  the 
lease  sale  decision,  tantamount  to  a  subdivision  decision  which 
subdivided  the  underwater  land  and  in  essence  transfers  rights  to 
those  subidivided  lots  to  private  owners  of  those  lands,  that  that  is 
the  key  decision. 

A  subdivision,  when  approved  by  a  county,  for  example,  shows 
where  the  roads  are  going  to  go,  where  houses  can  and  cannot  be 
built,  where  lots  are  to  be  sold  and  are  not  to  be  sold.  And  that 
subdivision  action  then  spurs  investment  decisions  outside  of  the 
development  that  is  proposed.  Just  so  is  the  lease  sale  decision.  It  is 
at  that  point  that  even  the  industry  should  wish  the  State's  views 
to  be  known  and  should  wish  to  have  consistent  satisfaction  deter- 
mined— not  to  wait  until  investments  have  been  made  and  wheels 
are  turning  and  just  before  a  development  decision  is  to  be  made, 
then  all  of  a  sudden  the  State  is  to  pop  out  of  the  weeds  and  say, 
"Ah,  now  we  have  problems,  now  we  are  going  to  rule  it  to  be 
inconsistent  with  our  coastal  program." 

The  earlier  the  better.  And  we  are  concerned  and  bemused  and 
unhappy  by  the  Secretary's  refusal  to  submit  lease  sale  42  and 
lease  sale  48  to  the  consistent  satisfaction  determination.  We  are 
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puzzled  particularly  on  those  two  lease  sales  because  we  expect 
that  both  Massachusetts  and  California  would  promptly  concur, 
that  those  two  lease  sales  are  in  fact  consistent  with  our  coastal 
zone  problems.  Clearly  they  are  attempting  to  keep  this  option 
open  for  some  future  sale,  and  they  expect  a  difference  with  the 
States. 

We  also  are  attempting  to  look  to  lease  sale  53,  which  if  it 
proceeds  we  expect  to  have  serious  problems  with.  We  would  like  to 
be  able  to  make  our  consistent  satisfaction  objections  at  the  earli- 
est possible  time. 

So,  Congressman,  that  may  be  another  area  for  legislative 
change,  because  Congressman  McCloskey's  questions  are  quite  apt. 
There  is  no  decisionmaker  in  the  mediation  process.  The  serious 
differences  that  I  have  presented  to  the  Secretary  of  Commerce  is 
to  be  resolved  by  no  one  under  the  Federal  Coastal  Management 
Act.  The  Secretary  of  Commerce  is  to  bring  us  together.  But  if  the 
Secretary  of  the  Interior  continues  to  disagree,  he  is  the  one  who 
has  the  last  word. 

In  conclusion,  I  really  appreciate  the  interest  and  energy  your 
committee  has  taken  in  coming  out  here  and  learning  of  our  prob- 
lems and  our  review  of  the  act.  We  judge  the  act  to  have  set  up  a 
very  good  framework  for  State  and  Federal  cooperation.  We  don't 
think  it  is  working. 

Frankly,  I  don't  think  major  changes  in  the  act  are  required 
from  the  legislature,  but  major  changes  in  the  way  that  that  act  is 
implemented  are  called  for.  I  hope  your  short  tour  of  a  small  part 
of  the  California  coastal  area  tomorrow  will  convince  you  that 
Interior  should  delay  lease  sale  53  and  should  include  only  those 
areas  with  high  petroleum  potential  and  low  risks  to  marine  pro- 
ductivity in  the  coastal  environment. 

But  more  important  than  those  specific  urgent  requests  that  I 
have  given  you,  we  would  very  much  appreciate  congressional  di- 
rection, congressional  leaning,  to  indicate  to  Interior  that  they 
must  tender  to  the  States  the  more  influential  participation  intend- 
ed in  the  OCS  Land  Act  amendments. 

Thanks  again  for  the  opportunity  to  testify.  Greg  Fox,  who  is 
with  the  Governor's  office  of  planning  and  research,  will  now  dis- 
cuss California's  oil  production  situation  on  a  larger  scale,  and 
relate  OCS  leasing  to  that  issue. 

[The  information  follows:] 
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itate  of  California,  EdrrfL/Md  G.  Brown  Jr.,  Governor 

California  Coastal  Commission 
631  Howard  Street.  4th  floor 
San  Francisco.  California  94105 
(415)543-8555 

Testimony  of  Michael  Fischer,  Executive  Director 

California  Coastal  Commission,  before  the  House  Select 

Committee  on  Outer  Continental  Shelf,  San  Francisco,  August  29.  1979 

INTRODUCTION 

Mr.   Chairman  and  members  of  the  Committee,    I  am  Michael    Fischer,   Executive 
Director  of  the  California  Coastal    Commission.     With  me  today  is  Greg  Fox, 
Senior  Energy  Advisor  in  the  Governor's  Office  of  Planning  and  Research..      It 
is  our  pleasure  to  welcome  you  to  California  and  to  the  1,100  mile  long 
California  Coast.     Many  authors  call    it  the  "Golden  Shore",   though  at  this 
time  of  the  year  much  of  it  is  shrouded  with  gray  fog,   bringing  with   it  its 
own  special    kind  of  beauty. 

You  are  here  to  appraise  the   Interior  Department' s  planning  and  management  of 
California's  Outer  Continental    Shelf,  which  covers  24  million  acres  beyond  the 
State  three  mile  limit.     That  acreage  is  equivalent  to  a  quarter  of  the  full 
size  of  onshore  California.     As  you  know,   the   Interior  Department  has  already 
leased  about  one  million  of  the  24  million  acres,   in  four  lease  sales   in  1963, 
1968,   1975,   and  just  a  few  months  ago,   June  1979. 

California  has  a  long  history  of  dealing  with  offshore  petroleum  development. 
The  first  offshore  oil    production  occurred  from  a  pier  at  Summerland  in  the 
Santa  Barbara  Channel   about  eighty  years  ago.     That  same  Channel    saw  the 
world's   first  major  devastating  oil    spill    from  OCS  oil    production   in  1969; 
a  clear  recollection  which  gives  us   pause  as  we  watch  the  events   in  Campeche 
Bay  and  Padre   Island.     We  have  been  closely  involved  for  many  years   in 
assessing  where  offshore  California  petroleum  development  can  take  place  and 
where  it  should   not  be  permitted,   due  to   the  risks   it  poses  to   valuable  and 
beleaguered  marine  mammals  and  sea  birds,   to  popular  beaches,   and  the  mag- 
nificent beauty  of  the  rural    and  undeveloped  sections  of  the  California 
Coast. 


■^]^al  ifornia   is  deeply  committed  to  protecting  our  marine  and  coastal    re- 
'     sources.     At  the  same  time,  our  record   indicates^that  we  can  also  support 
petroleum  developments   in  the  national    interestfl'SWe  were  therefore  very 
pleased  with  the  passage  of  the  OCS  Lands  Act  Anferidments  of  1978. 

Those  long  awaited  amendments  provided  many  features  California  felt  neces- 
sary for  rational  and  sensitive  Interior  Department  planning  and  management 
of  the  OCS.     These  features   include  a  strong  formal    role  for  coastal    States 
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in  affecting  the  National  Five-Year  OCS  Leasing  Schedule,  individual  OCS  lease 
sale  decisions  and  Interior  Department  decisions  on  OCS  plans  of  exploration 
and  development.  In  conjunction  with  the  consistency  provisions  of  the  Coastal 
Zone  Management  Act,  we  feel  Congress  has  established  a  workable  framework  for 
discussing  and  resolving  OCS  development  issues  between  Interior  and  coastal 
States. 

However,  we  feel  that  if  the  Interior  Department  were  following  Congress' 
mandate  in  the  OCS  Lands  Act  Amendments,  so  many  representatives  of  local 
governments  and  environmental  groups  would  not  have  to  be  before  you  at  these 
hearings  to  oppose  proposed  Lease  Sale  #53,  offshore  Central  and  Northern 
California.  But  Interior  has  failed  to  fol-low  the  letter  and  the  intent 
of  the  OCS  Lands  Act  Amendments.  I  hope  you  will  conclude,  after  I  discuss 
the  many  reasons  for  this  statement,  that  a  year  ago  the  Secretary  of  the 
Interior  should  have  delayed  this  sale  and  that  much  of  the  proposed  sale 
area  should  be  deleted  from  the  National  Five-Year  OCS  Leasing  Schedule.' 
The  history  of  Lease  Sale  #53  is  the  history  of  lop-sided  implementation  of 
the  OCS  Lands  Act. 

SUMMARY 

In  my  presentation  today,   I  will   cover  these  main  areas  of  concern,  where 

we  are  quite  disssatisfied  with   Interior's  pursuit  of  Congressional    direction. 

Those  areas  are; 

*  Lease  Sale  #53  is  premature,   inadequately  studied,  and,   because  of 
the  affected  area's  environmental    riches,   should  be  delayed  or  dropped 
from  the  leasing  schedule. 

*  The  Proposed  National    Five-Year  OCS  Leasing  Schedule  is  seriously 
flawed.      It  fails  to   follow  the  criteria  mandated  by  the  OCS  Lands 
Act  Amendments;  were  it  to   follow  the  law,  much  of  the  California 
OCS  would  be  dropped  from  the  Schedule. 

*  Interior  has  refused  to  submit  the  Secretary's  decision  to  lease 
OCS  tracts  to  the  "consistency  requirements"  of  the  Federal   Coastal 
Zone  Management  Act.     The  Department  is  thus  following  a  clear  pattern 
of  evading  or  minimizing  the  State's  role  in  OCS  decisions. 

In  each  of  these  three  areas,  I  will  chronicle  our  dissappointment  and  dis- 
agreement with  the  way  Interior  is  approaching  their  job,  and  their  failure 
to  give  the  State  its  appropriate  role  in  federal    decision-making. 

But,  at  the  outset,    I  need  to  let  you  know  that  there  is  good  news,  as  well. 
We  have  great  respect  for  Secretary  Andrus  and  his  work;  by  and  large, 
his  ultimate  decisions  have  been  based  upon  the  same  commitment  to  environ- 
mental   protection  that  we  hold.     We  have  found  him  open,   receptive  and  re- 
sponsive to  California's  views.     Bitter  experience  under  other  Administrations, 
though,   has  taught  us  that  the  current  cooperative  atmosphere  is  likely  to 
be  impermanent. 

Therefore,  we  continue  to  express  our  extreme  dissatisfaction  with  the  limited 
role  provided  to  the  States  under  Interior's  procedures. 
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LEASE  SALE  #5S 

Interior's  first  step  in  planning  for  a  oarticular  lease  sale  is  the  Call 
for  Nominations.      Interior  asks  agencies  and   the  public   to  nominate  OCS   tracts 
they  want  studied  for  possible  inclusion   in  a  sale.      Interior  also  asks  for 
"negative  nominations",   specific  tracts  which  should  be  excluded  from  the  leasing 
process  because  of  environmental   or  multiple  use  conflicts.     For  Sale  #53,   the 
Coastal    Commission,   local   governments  and  public  groups  spent  much  effort  last 
year  developing  "negative  nominations".     The  Coastal    Commission  and  regional   Com- 
missions held  public  hearings  during  the  summer  of  1978.     We  recommended  excluding 
all   OCS  areas  within  six  miles  of  22  specific  marine^jd  coastal    resource  areas, 
which   include  national   parks  and  wildlife  habitats.;^We  recommended  excluding 
tracts   in  vessel    traffic  routes.     The  Coastal    Commission  concluded  that  after  the 
Call    for  Nomination   information  was   received,    the  Secretary  of   Interior  would  be 
persuaded  that  Lease  Sale  #53  should  be  dropped,  when  environmental   and  multiple- 
use  confl icf  factors  were  weighed  a^ajnst  the  relatively  low  petroleum  potential 
of  the  area.     Our  hopes  were  highf 


Instead,   as  meetings  with   Interior  showed,   only  one   factor  is   really  considered 
in  identifying  OCS  tracts  for  inclusion   in  the  lease  sale  process.     That  factor 
is   the  U.S.    Geological    Survey  estimates  of  petroleum  potential    under  tracts.      True, 
Interior  did  delete  two  small   areas   for  environmental    reasons,   a   few  tracts  off 
Trinidad  and  off  the  Ano  Nuevo  elephant  seal    reserve.     That  was  a   token  gesture. 
Interior  put  the  State   (and   the  oil    industry,    for  that  matter)    through   the  positive 
and  negative  nominations  process  only  to  base  tract  decisions  on   internal    guesses 
about  petroleum  potential . 

Interior   is   now  studying   1.3  million  acres   for  possible  leasing  off  Central    and 
Northern  California.     Nearly  all    those  acres  are  in  the  Geological    Survey's  top 
two   ranks  of  petroleum  resource  potential.     The  Call    for  Nominations  should  be 
sold  for  what  it  is,   a  whirlwind  of  public  participation  that  raises  expectations 
for  consideration  of  environmental   conflicts  but  actually  results   in  ratification 
of  internal    geologic  analysis.     The  process  should  be  changed  to   include  deleting 
the  most  sensitive  tracts  after  the  Call    for  Nominations. 

THE  PROPOSED  NATIONAL  FIVE-YEAR  OCS  LEASING  SCHEDULE 

The  way  Interior  is  fulfilling  the  Congressional  mandate  to  develop  the  current 
Schedule  stacks  the  deck  against  consideration  of  environmental  factors  which 
were  required  by  Congress  in  developing  the  Five-Year  Schedule.   In  our  judgment, 
this  is  a  major--indeed,  fatal --flaw  in  their  process.  The  Proposed  Schedule 
seems  based  o.n  convenience  rather  than  on  analysis  of  how  specific  OCS  areas 
around  the  nation's  coast  compare  with  respect  to: 

*  petroleum  potential  *  environmental  sensitivity 

*  fisheries  and  marine  productivity 

*  vessel  traffic  *  goals  of  the  affected  States 
Congress  requires  such  analysis  in  the  OCS  Lands  Act;  but  Interior  simply  avers 

that  it  will  consider  these  factors,  especially  the  environmental  factors,  at  a  later 
date.  These  factors,  they  say,  will  be  reviewed  in  developing  the  Schedule. 
Interior  states  the  only  question  of  scheduling  a  particular  area  for  sale  is 
"not  whether,  but  when."  But  that.  Congressmen,  is  not  what  the  act  says. 

The  Department  holds  that  because  Congress  specifically  excluded  by  statute  the 
area  within  15  miles  of  the  Point  Reyes  wilderness,  that  Congress  therefore 
intended  that  no  other  OCS  area  anywhere  be  excluded  from  petroleum  leasing.   I 
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hope  you  consider  this  interpretation  dead  wrong!  Interior  obviously  should 
consider  and  compare  all  the  economic  and  environmental  aspects  of  particular 
PCS  areas  to  determine  which  should  be  leased  and  which  should  not  be  leased. 
We  hold  that  if  Interior  does  conduct  this  analysis,  the  Department  will  identify 
those  areas  with  especially  sensitive  and  productive  marine  environments  and  those 
rural  undeveloped  coastal  areas,  where  petroleum  potential  is  low,  that  should  be 
deleted  from  the  Five-Year  Schedule. 

But  Interior  cannot  conduct  this  analysis  because  the  OCS  areas  included  in  the 
Five-Year  Schedule  are  so  huge  that  analyzing  and  comparing  the  marine  productivity, 
conflicts  with  fishing  and  navigation,  and  other  factors  would  be  meaningless. 
Interior  considers  the  11  million  acre  Central  and  Northern  California  OCS  one 
"particular"  area  included  in  the  Five-Year  Schedule.  But  that  area  includes  five 
different  offshore  sedimentary,  basins ,  froni  the  Santa  Maria  Basin  offshore  Santa 
Barbara  and  San  Luis  Obispo  Cbunties  north  about  700  miles  to  the  Eel  River  Basin 
offshore  Humboldt  County  (map  attached).  These  five  basins  and  the  marine  and 
coastal  areas  that  could  be  affected  by  OCS  petroleum  development  differ  markedly. 
You  will  hear  about  these  special  characteristics  from  local  government 'representa- 
tives and  others.  But  my  point  is  that  Interior  cannot  do  the  job  Congress 
required  in  developing  the  Five-Year  Schedule  without  defining  discrete  meaningful 
OCS  areas  which  share  common  characteristics.  If  this  is  done,  and  if  each  basin 
in  weighed  against  the  statute's  criteria,  we  anticipate  that  some  of  the  five 
Lease  Sale  #53  basins  would  be  dropped  from  the  Schedule  due  to  low  petroleum 
potential ,  high  environmental  sensitivity  and  marine  productivity,  and  the  clear 
goal  of  the  California  Coastal  Management  Program  to  protect  the  scenic  beauty  of 
rural  and  undeveloped  parts  of  the  California  coast. 

Not  only  should  major  areas  of  Lease  Sale  #53  be  cut,  but  no  petroleum  lease 
sale  should  occur  off  Central  and  Northern  California  until -crucial  environmental 
studies  are  completed.  The  Coastal  Commission  and  Governor  Brown  have  repeatedly 
made  this  urgent  reasonable  request.  In  fact,  it  serves  as  the  basis  for  a  pending 
lawsuit  which  California  initiated  against  Secretary  Kleppe.  But  Interior  continues 
to  ignore  this  request. 

As  you  know,  Interior's  previous  regional  environmental  studies  have  not  been 
"jery   useful  to  OCS  planning  decisions.  We  see  little  use  from  them  in  developing 
the  Five-Year  Leasing  Schedule,  even  though  Congress  requires  relevant  environ- 
mental and  predictive  information  on  different  OCS  areas  be  considered  in  developing 
the  Schedule. 

Interior  chooses  regional  environmental  studies  on  the  basis  of  the  sensitivity 
of  the  resources  in  the  region.  Interior's  Bureau  of  Land  Management  has  identified 
the  following  studies  as  needed  for  making  decisions  about  the  Central  and  Northern 
California  OCS:  marine  mammals  and  sea  bird  survey,  geohazards  assessment,  sea 
bird  nesting  survey,  air  pollutant  transport  modelling,  effects  of  OCS  activities 
on  whales,  and  conflicts  between  fishing  industry  and  petroleum  industry  use  of 
space  and  facilities.  These  are  all  very  important,  but  none  of  them  have  been 
completed,  and  key  studies  will  not  be  available  for  use  in  the  environmental 
statement  on  Lease  Sale  #53.  We  feel  results  of  these  important  studies  should 
be  available  for  use  in  the  draft  environmental  statement,  which  serves  as  the 
basis  for  State  and  local  government  comments  on  the  proposed  sale.  Therefore  we 
have  recommended,  and  continue  to  recommend,  that  Lease  Sale  #53  be  delayed,  at 
a  minimum,  until  the  comprehensive  regional  environmental  studies  can  be  incorpor- 
ated into  the  environmental  statement,  to  give  the  Secretary  of  Interior  a  firm 
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basis  for  a  decision.  The  Five-Year  Schedule  must  be  revised  to  reflect  this  request. 

FAILURE  TO  DETERMINE  LEASE  SALE  "CONSISTENCY"  WITH  CALIFORNIA'S  COASTAL  MANAGEMENT 
PROGRAM 

Another  example  of  Interior's  unwillingness  to  include  the  States  as  partners  in 
OCS  decision-making  lies  in  a  major  dispute  now  pending  with  regard  to  Lease  Sale 
#48  and  the  federal  Coastal  Zone  Management  Act.  We  have  disagreed  with  Interior's 
refusal  to  submit  certification  that  the  Lease  Sale  M8  decision  to  lease  tracts 
offshore  Southern  California  is  consistent  with  the  federally  approved  California 
Coastal  Management  Program.  The  "consistency"  provisions  of  the  Coastal  Zone 
Management  Act  provide  the  framework  for  meshing  the  petroleum  development  mandates 
of  the  OCS  Lands  Act  with  the  coastal  protection  mandates  of  the  Coastal  Zone 
Management  Act. 

We  hold  that  the  Secretary  of  Interior's  decision  to  offer  hundreds  of  thousands 
of  OCS  areas  for  petroleum  leases  is  a  massive  "subdivision"  of  the  OCS.,  This  sub- 
division is  the  key  PCS  development  planning  decision  that  should  be  consistent 
with  the  Secretary  of  Commerce  approved  California  Coastal  Management  Program. 
In  his  Lease  Sale  t48  decision,  the  Secretary  of  Interior  was  considering  leasing 
tracts  around  the  sensitive  Santa  Barbara  Channel  Islands  and  in  the  vessel  pre- 
cautionary areas  just  outside  the  Ports  of  Los  Angeles  and  Long  Beach.  Happily, 
he  deleted  those  tracts  in  his  lease  sale  decision. 

But  we  still  strongly  feel  he  should  then  have  simply  stated  that  his  decision  was, 
therefore,  consistent  with  our  coastal  program's  policies  protecting  the  Island's 
marine  mammals  and  sea  birds  and  protecting  vessel  traffic  from  risks  of  collisions. 
Instead,  he  refused,  claiming  the  decision  had  no  direct  ef'f'ect  on  California's 
coastal  resources.  We  will  be  discussing  this  disagreement  with  Interior  in 
mediation  proceedings  being  conducted  by  the  Commerce  Department. 


CONCLUSION 

I  hope  you  see  why  it  is  timely  for  you  to  conduct  oversight  hearings  on  Lease 
Sale  =53  and  Interior's  implementation  of  the  OCS  Lands  Act  Amendments.  If  you 
hold  a  similar  hearing  in  Southern  California,  we  will  relate  to  you  some  real 
success  stories  on  cooperative  OCS  petroleum  planning  and  management.  The  Interior 
Department,  California  Coastal  Commission  and  local  governments  have  cooperated 
to  conduct  environmental  assessments  and  to  permit  Shell  and  Chevron  orojects  to 
develop  OCS  oil  fields  and  transport  the  oil  to  refineries.  The  Secretary  of 
Interior  was  generally  responsive  to  California  recommendations  on  Lease  Sale  ^43. 
As  I  mentioned,  he  deleted  tracts  around  sensitive  offshore  islands  and  in  the 
vessel  precautionary  area  offshore  the  Ports  of  Los  Angeles  and  Long  Beach. 

The  Coastal  Energy  Impact  Program  under  the  Coastal  Zone  Management  Act  continues 
to  provide  useful  funds  that  assist  us  and  local  governments  in  dealing  with 
proposed  OCS  lease  sales  and  developments.  But  we  need  to  use  those  limited  funds 
to  deal  with  all  kinds  of  energy  developments.  So  we  are  appalled  that  the  Carter 
Administration  is  not  requesting  any  appropriations  at  all  to  fund  the  State  OCS 
Participation  Grants  created  by  the  OCS  Lands  Act  Amendments.  Our  most  trouble- 
some Southern  California  OCS  problem  is  the  continued  refusal  of  the  Exxon 
Corporation  to  provide  an  environmentally  sound  pipeline  system  to  move  western 
Santa  Barbara  Channel  OCS  oil  production  to  Los  Angeles.  But  these  are  subjects 
to  explore  another  time. 
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I  hope  your  short  tour  of  a  small  part  of  the  California  coastal  area  tomorrow 
will  convince  you  Interior  should  delay  Lease  Sale  #53,  and  then  should  include 
only  those  OCS  areas  with  high  petroleum  potential  and  low  risks  to  marine 
produc''"''"''^"  ^"'^  <"hp  rn3<;tal  pnvironment.  But  even  more  imoortant  than  these 
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ily  those  OCS  areas  with  high  petroleum  potential  and  low  risks  to  marine 
productivity  and  the  coastal  environment.  But  even  more  important  than  the; 
specific,  urgent  requests,  Congress  should  issue  crisp,  clear  directives  to 
Interior  that  they  tender  to  the  States  the  more  influential  participation 
intended  in  the  OCS  Lands  Act  amendment. 


Thank  you  for  this  opportunity  to  testify  before  you. 

Greg  Fox,  of  the  Governor's  Office  of  Planning  and  Research,  will  now  discuss 
California's  oil  production  situation  and  now  it  rebates  to  proposed  OCS  leasing. 


55-419  O  -  80  -  pt.2  -  41 
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EEL  RIVER 
BASIN 

30  tracts  - 
o  Bbi  on 

71  Billion  C(  Gas* 


POINT  ARENA    BASIN 

30  tracts  - 

25  Million  Bbl  Oil^ 
25    Billion  CI   Gas 


BODEGA  BASIN 

S  tracts 

8   Million    Bbi  Oil 


1= 


SANTA   CRUZ  BASIN 

60  tracts 

113  Million   Bbl  0 


Call   for  Nominations  Area 

a  4  million  acres 


Tract  Selection 

Eacn  tracr  equals  5^60  acres 
Total   1.3   muhcn  acres 


State  Tidelands 

3  Tiile  limil 


Source      001/ BLM    11/1978 

*       USGS  Estimates  of 
Most    Probable 
Recoverable  Resources 

3/79 


CCC/mO;  1-79 
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CALIFORNIA  COASTAL  COMMISSION 
631  Hoi^ard  Street,  San  Franciico  94105  -  (415)  391-6300 


April  27,    1978 


TO:  STATE  COl-lMISSr ONERS 

NORTH,    NORTH  CENTRAL,    CENTPJi  AND  SOJTH  CEtJTRAL  REEEONAL  COM-IISSIONERS 
LEASE  SAIE  #53  IIWERESTED  PARTIES 

FROM:  NaCKAEL  FISCHER,    EXECUTIVE  niRECTOR 

SUBJECT:      3.4CKGROUND  ON  PROPOSED  0FFSH3RE  NORTHIHN  CAilFORMA  PETROLEUM  LEASE 
SAIE   (OCS  LEASE  SALE  #53) 


Introduction  and  SuTanary 

The  Federal  Department  of  Interior  (DOI)   plans  to  offer  leases  to  the  oil  industry 
in  1981  for  petroleum  exploration  and  development  on  the  Outer  Continental  Shelf 
(OCS)   off  the  California  coast  from  Point  Conception  to  the  Oregon  border  (Map  l) . 
The  Secretary  of  Interior  has   asked  for  ijpminations  by  June   14,    1978  of  offshore 
areas  that   should  or  should  not  be  considered  for  lease.    ■^he^tate-CoastBl^Commls- 
fi-inn  has-been  working  with  the  Gcrvemor's  Office -of-Planning- and-'Research'- (OPR)'^o'S 
this  proposed  OCS  Lease  Sale  #53  "and  "other  "OCS  developmeittsf^-affl'-wili-be=ia3sufning> 
la  ad  responsibility-  for -State.  re_latedJXS  matters -in  the  nsar"  future?* 

The   Commission  "directed  staff  to  prepare  nominations  of  OCS   areas  that   should  not 
be  considered  for  this  lease  sale   and  reasons  for  such  negative  nominations.      This 
background  memo  supplements  OPR's  January  13,    1978   letter  and  explains  the  Federal 
OCS  leasing  system,   the  potential  locations   of  petroleum  deposits,    and  major  coastal 
planning  issues  associated  with  a  lease  sale. 

Tne   schedule  for  OCS  Lease  Sale  #53  is   as  follows:  ' 

June  Ih,    1978  Call  for  Nominations 

September  1978  Announcement  of  areas  to  be  analyzed  in  the 

environmental  impact   statement   (EIS) 

April  1980  Publication  of  draft  EIS 

June   1980  Public  hearing  on  draft  EIS 

Septenber   1980  Publication  of  final  EIS 

February  1981  Lease  Sale 

Conments  and  questions  should  be  directed  to  Mari  Collins,   the  Commission's  OCS 
coordinator.     The   staff  recommendation  will  be   available  in  mid-May. 
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LEASE  SALE  53  BACKGROUND  REPORT 


I.  CCS  LEASES 

Tne  Federal  Outer  Continental  Shelf  (OCS)   Lands  Act  of  1953  permits  private 
ind-jstry  to  lease   areas  in  Federal  waters,   three  miles  beyond  shore,    to  develop 
offshore  oil  and  gas.     The  Act  authorizes  the  Secretary  of  the  Interior  to  offer 
tracts  approximately  9   square  miles  in  size  for  lease   at   a  lease   sale  where  oil 
companies  corapetively  bid  for  the  leases.     Leases  are  generally  for  five  year 
terms,    or   as  long   as   oil  and  gas   are  produced  in  commercial  quantities. 

Kow  A  Lease  Sale  Ajea  is  Chosen 

The  initial  decision  to  hold  a  lease  sale  is  based  on  several  factors: 
l)   geophysical  and  geological  surveys  done  by  the  U.S.   C-eological  Survey  (USGS) 
and  private   companies;   2)    a  review  of  national  enerQr  demand  and   supply  imbalances; 
and  3)   revenue  to  the  Federal  Government   from  the   lease.      Af ected  States  which 
have  no  voice  in  the  initial  detennination  to  hold  a  lease   sale   can  participate  in 
the  various  steps  of  the   lease  sale  process.  • 

Reason  for  Proposed  Lease  Sale  #53  j 

The  proposed  tract  area  of  Lease  Sale  #53  runs  from  Point  Conception  to  the 
Oregon  border  and  from  3  to  70  miles  off  the  coast.      The  boundaries  of  the  proposed 
sale  aoproximately  follow  the  geologic  sedimentary  basins  (see  Map  2)   where  oil  and 
gas  may  be  found  (see  section  on  Geologic  Basins).     The  USGS  and  private  industry 
surveys  of  the   area  indicate  that  the  characteristics  favorable  to  oil  and  gas 
formation  exist  in  many  of  these  basins,    justifying  a  lease  sale  of  the   area. 

The  Lease  Sale  Process 

The  Interior  Department's  Bureau  of  Land  Kjnagement   (BIW)   is  responsible  for 
the  actual  leasing  process.     ELM  solicits  comments  from  Federal,    State,    and  local 
agencies,    the  oil  industry  and  other  interested  parties  once  the  broad  geographical 
area  for  the   l£ase  sale  has  been  selected  by  the  Secretary  of  the  Interior.     Based 
on  these   comments,    HLM  publishes   a  final  schedule  for  the  lease  sale.      The  key  steps 
in  the  lease  schedule   are   the   Call  for  Nominations,    publication  of  the  Draft  Environ- 
mental Impact  Statement   (DEIS),    hearings  on  the  DEIS,    publication  of  the  Final  EIS, 
and  the  Lease  Sale  itself. 

The  Call  for  nominations   allows  all  interested  parties  to  express  an  interest  in 
tracts  that   should  or   should  not  be  leased  in  the  general  geographical  area  chosen 
for  the  lease  sale.     Private  industry  typically  nominates  those  tracts  where  it 
believes  a  potential  for  cdl  and  gas   production  exists  based  on  previous  geological 
exploration. 

State   and  local  governments  and  interest  groups  may  make  negative  nominations 
on  leasing  those  tracts  they  feel  should  not  be  developed  for   a  number  of  reasons, 
such   as   adverse   air  ouality  impacts,    harm  to  unique  marine   habitats,    and   lack  of 
existing   facilities  in  the  near  onshore  area  to  process   and  transport  oil  and  gas. 
Envlror-mental,    economic,    and  technical  reasons   for  nominating   a  tract   should  accart- 
pany  both  positive   and  negative  nominations. 
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Tract  Selection  is  the  next  step  of  the  lease   sale  process.    *~5LM-re\'l'evJs''t^ 
cnomi-natlons"4x)gether  with  the- grrviror'jnerital  Baseline 'St-jdles  that" have- been* 
done  by  HLM  "tO"sssess"  the'Tesources  in  the   area  and -the -impact  of  a -lease  sals 
Cr)on  the  resources.*  These  JXiirbracted- studies  are  done  "for  frohtier^lreas"Vhe?e 
t.here  has--been  no-OCS--leasing;"^and'serve  fcnir'riajor-fiinctionst'^l^-to'sTJLrv^'* 
crab li shed  reports  on  the  envirorcnent  end  marine- resources'of"tHe^~El*ea,-'^)^^t3' 
initiate"a~s"arvey  of  these~rescnirces-to-establish  a  baseline -for-measuring -and ^3» 
Cimpaii-ng   -the -effects  of  future  oil -snd  gas  developmesit  acti-vitiesi--3) 'to'^erforih 
Research  to  fill  in  gaps-iJi-ihedata'a'Tiassed -in -previous 'surveys-and, -_A.)rt03 
establish   a"Jhonitoring"pi^grOT-to  ■oetect-emriron.'Tiental^char^es'Coi'.sed  "-by-oii* 
exploration  and -de\-elocTnent,*--The.  Easeline_Studies  program-is-presently -inactive*   \\    \ 


because  Federal-and  State  agencies, ,  are ^evaluating  it  to 'make  results  raore-useful. 


PLM  and  USGS  review  the  oil  and  gas  potential  of  the   area,    geologic  hazards, 
and  extreme  environmental  impacts.      Then  HLl-I  recommends  tracts  to  DOI  in  Washington, 
where  the  final  tract   selections  for  the   lease  sale   are  made.      HLM   announces  the 
tract  selection  60-90  days   after  the  Call  for  Nominations  deadline.     These  are  not 
necessarily  tracts  to  be  leased  but  tracts  to  be   analyzed  in  the  MS,    since  the 
Secretary   of  Interior  may  delete  tracts  later  on  the  grounds  that  the  EES  indicates 
unacceptable  adverse  environmental  impacts  may  result  from  tract  development. 

En-yironment al  Impact  Statement.      The  National  Environmental  Policy  Act  requires   an 
EIS   for  major  Federal  actions   such  as   an  DCS  lease   sale.      ELM,   with  the   assistance 
of  other  agencies,    prepares   an  EIS,   using  ^he   data  developed  in  the  Baseline  Studies 
on  the  proposed  lease  sale   area.     The   draft  EIS  is  then  published  for  public  re-view 
and  hearings,    although  regulations   do  not   require  hearings.      Interested  parties 
submit   corLments  on  the  EEIS  to   ELM  and  BLM  prepares  the   final  EIS.      The  FEIS  is  the 
basis  for  the  decision  to  hold  the  lease   sale,    to  exclude  tracts,    and  -to  impose   any 
conditions  or  stipulations  on  the  leases.      The  PEIS  is   subject  to  public  review  in 
the   sane  way  as  the  DEIS. 

After  at  least  a  30  day  review  of  the  FEIS  by  the  President's  Council  on  En-viron- 
mental  Quality,   the  Secretary  of  Interior  decides  whether  to  hold  the   lease   sale, 
which  tracts  to  offer  for  sale,    and  which  conditions  to  impose. 

Lease  Sale.     Bids  can  be  made   at  the   lease  sale  by  any  interested  party,    and  joint 
bids  can  be  made  by  those  companies  that  have  an  average   daily  oil  production  of  less 
-than  1.6  million  barrels  of  crude  oil.      Often  bids   are  made  on  only   a  fraction  of 
the  tracts  offered  at  the   lease   sale;   in  a  previous  lease   sale  off  Southern  California, 
221  tracts  were  offered  but  bids  were  received  for  only  5^  tracts. 

Lease  Acti-w-ities.      Daring  the   five  year  lease  term,    the   lessees  engage  in  exploration 
and  possibly  development   operations  under  the   regulations   and  supervision  of   the 
USGS.      Specific   exploration  and   developTient  plans  must  be   submitted  to  USGS  for  its 
cDOroval.     Under  DOI  regulations,    affected  States  may  ccmment  on  the  plans   and  must 
certify  that  the   plan  is   consistent  with  the   Commerce  Department   approved  State  Coastal 
Management  Program  before  the  USGS  Area  Supervisor   for  Oil  and  Gas   activities  can 
approve  the  plan.      The  California  Progran  has  been  approved  by  the   Secretary  of   Com- 
merce,   but,    at  present,    an  oil  industry   laws-ait  has  prevented  the  Coastal  Commission 
from  implementing  this   "consistency"  provision  with  USGS. 
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II.      LEASE  SALE  #53 

The   Schedule   for  Lease  Sale  #53-     Theoretically,    at  each   step  in  the  lease  sale 
proce-s,    a  decision  is  made  whether  to  proceed  to  the  next   step  based  on  the 
information  that  was  gathered.     For  example,   if  no  positive  nominations  were  made 
by  the  oil  industiy  or  negative  nominations  were  sufficiently  compelling  to  tenrcmate 
the  process,    the  succeeding   steps  may  be  cancelled. 

■     1.      Call  for  Nominations  -  June  lU,    1978.     The  Coastal  Commission  must  decide 
by  that  time  which  tracts  to  nominate  for  exclusion  based  on  several  factors  (dis- 
cussed in  more  detail  later)    such   as   conflicting  uses,   marine  resources,    sanctuaries, 
and  lack  of  existing  oil  transport  facilities. 


2.  Tract  Selection  for  the  ETS  -  June  throu^i  August  1978.     The  BIM  Pacific 
Coast  OCS  Office  in  Los  Angeles  will  review  the  nominations,    resource   studies 

and  the  comments  and  will  select  tracts  to  be  evaluated  in  the  KIS.     A  new  policy  ir. 
the  Pacific  Coast  BLM  office  will  allow  for  participation  by  California  State  agencies 
in  the  tract  selection  meetings. 

3.  Announcement  of  Tracts  -  September  1978.     Tracts  to  be  offered  for  lease 
will  come  from  these  tracts  declared  selected  for' further  study. 

k.     Preparation  of   DEIS  -  October  197§  -  March  1980.     This  is  the   longest  period 
in  any  lease  sale  set  aside  for  the  ETS  preparation.     BLM  will  make  the  preliminary 
drafts  of  the  Draft  EIS  available  to  State  agencies   and  interested  local  governments 
for  review  pursuant  to  the  new  DOI  policy  of  Federal/state/local  cooperation. 

5.  Publication  of  the  DEIS  -  April  1980.     Following  publication  are  two  months 
of  public  review.     Staff  will  try  to   coordinate  review  with  other  State  agencies  and 
affected  local  and  regional  governments  to  maximize  the  effect  of  State  participation 
in  the  lease  sale  process. 

6.  Public  Hearing  on  DEIS  -  June  1980.     State  and  local  governments  and  the 
public  may  question  DOI  officials  and  make  formal  presentations. 

7.  Publication  of  Final  EIS  -  September  1980.     The   comments  made  in  the  hearings 
may  be  incorporated  in  the  FEIS  along  with  other  changes. 

8.  Final  Cor sideration  of  Tracts  -  October  i960.      HLM  prepares   a  Program 
Decision  Option  Docjment  for  the  Secretary  of  Interior  describing  the   social,    econorrj.c, 
and  environmental  iiiroacts  of  the  proposed  lease  sale  along  with  possible   alternatives 
to  the   sale.     Based  on  the  EIS   and  information  from  BIW  and  uSGS,    tne  iinaj.  aecision 
is  made  by  the  Secretary  whether  to  have  the   sale,   which  tracts  to  offer,    and  under 
what  conditions. 

9.  Proposed  Notice  of  Sale  -  November  1980.     Initiates   a  60  day  review  period 
that  marks  the  last  chance  for  comments,   during  which  time  the  Governor  may  recommend 
deletion  of  tracts,    stipulations  for  leasing,    or  delay  of  the   lease   sale. 

ID.     Notice  of  Sale  -  January  1981.     Notice  in  the  Federal  Register  that  the 
sale  will  take  place   and  under  what  conditions. 

11  Sale  -  Februaiy  1981.  The  DOI  has  30  days  after  the  bidding  to  accept  or 
reject  the  highest  bids  on  each  tract.  High  bids  may  be  rejected  if  they  are  not 
as  high  as  the  projected  fair  market  value  of  the  resources. 
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Geologic  Basins.  Oil  and  gas  are  found  in  certain  types  of  sedimentary  layers 
under  the  earth's  surface  where  traps  exists  to  contain  the  petroleum  deposits. 
There  are  five  sedimentary  basins  off  the  northern  and  central  California  coast 
where  petroleum  m^  be  found,  and  some  of  these  basins  extend  onshore  where  oil 
and  gas  is  already  produced  (Map  2).  Oil  and  gas  are  produced  from  the  Santa 
Maria  basin  and  gas  from  the  Eel_  Siver  Basin.  USSS  tests  and  exploratory  drilling' 
done  in  the  1960s  indicate  that  the  Santa  Maria,  Santa  Cruz,  and  Eel  River  basins  t  I 
would  have  the  highest  potential  for  producible  petroleum  deposits.  On  the  other  ']  | 
hand,  the  Bodega  and  Point  Arena,  basins  appear  to  have  less  favorable  petroleum  Ij  I 
prosj«cts.  9 

Water  Depths.      Likely  offshore   areas  for  petroleum  development   also   depend  on  water 
depths,    since  it  is  n  ot  currently  possible  to  prodijce  oil  from  fixed  platforms 
where  water  depths  are  greater  than  about  1,000  feet.     Oil  industry  technology  is 
extending  these  depths  using   subsea  oil  production  wells  and  floating  anchored  oil 
production  platforms.      In  general  the   continental  sheljf  off  central   and  northern 
California  is  narrcw.      The   continental   slope  rapidly  drops  thousands  of   feet  to 
the  abyssal  plain  less  than  15  miles  offshore  from  Big  Sior  north  to  Cape  Mendocino, 
but  the   slope  is   about  70  miles  offshore  off  San  Luis  Obispo  and  Santa  Barbara  Counties 
and  from  Eureka  in  Humboldt  County  north  to  the  Oregon  border.     These  two  broader 
continental  shelf  areas  would  be  the  most  feasible  for  oil  and  gas  production 
activities  because  of  their  more  shallow  depths.  (Map  3). 

'California -Position  on-Lease-Sale  #53  • -'""C  alif  omi  ay"-  through  -the  Governor '  s  t3f  f  1-c  e^ 
'^ias_ppj30sed  J-his_leas.e_5ale-and.for  .over.,  a  year  has  urged  postponement  of-the~sale» 
«Xor^the>fol2owing  r,e.asons:,-;s.l)-  environmental  .-baseline,  data  should  be  .developed  -before 
toec^all.^or_Nomin^ationsJto_adequately -assess  the  resources. in. the_^area;^3)  the 
location  of  the  lease  sale   should  be  more  clearly  related  to  the  regionalaid  national 
energy   supply  requirements  to   avoid  gluts  at^^certain  times  in  areas   such   as   California 
where  high   sulfur  ci-ude  oil  is  in  surplus  ;(g/-4ease^>^ales'^should-be*sch'ednled"1;^5f» 
V.aximize'T:^sourc&^j::ecoy£rv...aQd.«economlc»^?etuTn»whi-3p  ..ipi  TTijvj_7n  ng^pmri  T?/-.nmorri-p3-..^mpo>-+.o^ 
Tiff  sTfcare~srTd^^nshaiiaij,tJM5S^annotniei^ne=with«two»lease»/sales-proceediT:g'^-eff 
irhB  ln''^ouUfei7!«CaliXsmiaj^.,and,j53»injiGa:therii.-<l&Mf<>rnia'within -serve 
one  another".^ 

I-ivresponseM;o--CaliX.orma^s^e^estj  Jnteri.pr_5ecretary^ecil-^^ 
(the~'6verall""'sch'edille»-from>ca  Call-for  Nominations  date  -of-FebruaryjJ.977nAo:«June-1975. 
Tlie "Baseline  Studies-vi-ll^^till-aiot-be^-ccmpletedby-ths~-later^st'eY==however-,-^ue-t;i 
th eir- suspension  (see_Baselin_e.,StuQies)). 

\  Senator  Alan  Cranston  also   expressed  his   concern  with  Lease  Sale  #53  to  Secretary 

V     Ar.dr-.is  in  a  letter  dated  :;sc37.ber  15,    1?77-     Senator  Cranston  urged  the  Secretary  to 
\     delay  the   sale  until  Congress  has  passed  pending  changes  in  OCS  leasing.      Senator 
*     Cranston  further  asked  that  there  be  no  leasing  in   areas   adjacent  to  State   sanctuaries 
1    (see   Sanctuaries)   or  in  areas  adjacent  to   sanctuaries  that   could  be   contaminated 
'j  by   an  oil  spill,   in   areas  seaward  of   a  sanctuary  where  the  platforms  could  be  visible 
'■   from   shore,    and  in  areas  where  production  platforms   could   constitute   a  hazard  to 
\  vessel  traffic  in  the  navigation  lanes,    and  in  the  vicinity  of  Point  Reyes  where 
^an  oil  spill  could  pollute  the  National  Seashore  and  platforms  could  be  seen  from 
the   share. 

\ 

Previous  Activity  in  #53  Area.  In  I963,  57  leases  were  sold  off  the  Northern 
California  coast  in  five  offshore  basins:  Eel  River,  Point  Arena,  Bodega,  Santa 
Crjz,  and  Santa  Maria.   The  leases  were  subsequently  quitclaimed  and  abandoned  after 
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strorojdmately  20  exploratory  wells  failed  to  indicate   commercial  quantities.      Shell 
oil  drilled  several  wells  aff  Point  Reyes,   Redwood  National  Park,    and  Ano  I\\ievo 
WildliXe  Refuge,   but  later   abandoned  them   (Map/^).      Because  of  improved  technology 
that  allows  drilling  in  greater  depths  of  water  these   sites  may  reappear  in  oil 
company  nominations  because  there  were  encouraging   showings  of   oil   and  gas  in  the 
holes  drilled.      There  has  been  no  development   or  production  of  oil  and  gas  in  the 
Lease  Sale  #53  area,    and  it  is  therefore,    still  considered  a  frontier  area. 

Ill,      FACTORS  TO  (XINSIDER  IN  MAKING  HEGATTVE  NOMINATIONS 

Local  Coastal  Impacts 

The   types  of   facilities  that  may  be  needed  onshore  to   support  CCS  development 
include  oil  and  gas  processing  facilities,    storage  tanks,    marine  oil  terminals,    and 
staging  ai^as  for  workers  and   equipment.     Where  there   are  no   similar  industrial 
facilities  in  the   coastal  zone,   new  sites  would  have  to  be  constructed.     There   are 
areas  where  such   construction  would  be  inconsistent  with  the   coastal  protection 
policies  of  the  California  Coastal  Act  of   1976.      Since  specific   locations  of  offshore 
oil  fields  cannot  be  known  until  there  has  been  leasing   and  drilldng  on  OCS  tracts, 
the  only  planning  possible  i3  to   develop  scenarios.      Such  scenarios  hypothesize 
locations  of  OCS  oil  fields  in  the  offshore  sedimentary  basins  so   alternatives  for 
producing,   processing,    storing,    and  transporting  the  oil  and  gas  can  be   evaluated. 
It  seems  prenature  to   consider  siting  OCS  i-elated  developcrients  in  the  Local  Coastal 
Progrsras  for  areas  that  might  be   affected  by  Lease  Sale  #53  because   any  possible 
development  would  be  in  the  mid-19S0E  or  later.      If  there   does  not   seem  to  be   a 
development   and  transportation  alternative  for  moving  oil  from   an   area  of  the  offshore 
basins  consistent  with  Coastal  Act  policies,    that  would  be  grounds  for   a  negative 
nomination  of  tracts  in  that   area. 

SanctJ£ri'es"^*^S^ere.,^cruld_be^jggative~ncmiriatio"n5  -made "for" 
'fe-sanctaar7^-Erea-^iUadjacer^t£^^__SCTciiiary_'«here^^^ 
^ere->ar&*'threeM>vpe5aiCikSi^^uajle5_involv^d;.-,.:jBarin 

■fcualifesV    ana'T3il'=and=gas=:-sanctuari-es»      Several  State   agencies,    including  the   Coastal 
Commission,    are  now  recommending   areas  to   the  Department  of  Commerce's  National 
Oceanic  and  Atmospheric  Administration  for  designation  as-Federal^-marinei^sanctuaries* 
(See  the  Coastal  Commission  Staff  Report  on  Marine  Sanctuaries  for  a  detailed 
description  of  these  areas). 

The   Coastal  Commission's  designation  of  EUchom  Slough  as   an  estu sTlTie*^"OTctuary 
is   anothier  factor  to   consider  in  nominations  since  it  is   an  area  that   should  be  pr'O— 
tected  from  potential  oil  spills. 

The   State  Lands  Commission  has  designated  several  areas   along  the  Coast   as 
soil^snd"^as*=^£nrtifary>  areas  where  no  oil  and  gas  activity  may  occur  (see  Map  5  )• 
Some  of  these  areas  were   established  in  1955  p-orsuant   to  the   Cunninghan  Shell  Act 
establishing  the  present  State  oil  lease  bidding   systen   and  the  others  were  designated 
by  the  California  Legislature  in  I969   following  the  Union  Oil  platform  blowout  in 
the  Santa  Barbara  Channel.      Two   areas,    limited  by  statute  in  the   length  of  time  they 
remain  sanctuaries,    were   deleted  from  the   sanctuary  map  -  l)   the  Del  Norte   coast 
sanctuary;    and  2)   the   sanctuary  running  from  the  northern  border  of  Sonoma  County 
to  the   southern  border   of   San  Kateo  Cconty.      OCS  leasing  in  the   areas   adjacent  to 
these  State  sanctuaries   should  be   allowed  only  where  the   activity  takes  place  far 
enough  from  the   shore   so   as  not  to  impair  the   aesthetic  value   of  these   coastal   areas. 
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Air  O'.iality.     The  potential  for  adverse  air  quality  impacts  from  OCS   activities 
can  be  substantial,    especially  from  tanker  loading  operations.     Using  pipelines 
to  transport  oil  can  save   as  ouch  as  90^  in  air  emissions   as  opposed  to  using  tarJcers, 
althougji  bxiilding  pipelines  is  not   always  economically  feasible.     Acciirate  estimates 
of  anticipated  emissions  from  future  OCS  operations  do  not  yet  exist   so  it  is  impos- 
sible to  model  or  predict  the  impact  of  OCS  development  on  local  and  regional  ambient 
air  quality.     Additional  complications  with  the   air  issue  are  the  disputes  on  whether 
the  State  can  regulate  activities  beyond  State  jurisdiction  that  affect  State   air 
quality  and  or.  whether  EPA  has  jurisdiction  to  regulate  both  air   emissions  and  water 
discharges  on  the  OCS.      These  questions  are  cTirrently  vmresolved. 

Coastal  Energy  Imcact  Program 

The  Federal  Coastal  Zone  Management  Act  provides  for  a  Federal  Coastal  Energy 
Impact  Program  (CEIP)   to  make  funds   available  to  coastal  states  to  plan  for  adverse 
impacts  from  coastal  enerQr  developments,      (staff  Report  on  CEIP,   February  28,    1978). 
Grants  are  available  to  help  local  governments  prepare  for  the  impacts  from  new  or 
expanded  energr  facilities  in  the   coastal  zone   and  to  prevent  or  reduce  harm  to  valu- 
able coastal  resources  that   could  result   from  energy   activities.      Considering  the   large 
area  of  Lease  Sale  #53,    offshore  oil  and  gas  de>/elopment  resulting  from  the   sale  could 
have  significant  impacts  on  the   central  and  northern  California  coasts. 

There  has  been  one  CEIP   applicant  to  prepare  for  Lease  Sale  #53,   the  Association 
of  Monterey  Bay  Area  Governments  (AMBAG).'  Al-IBAG  has  requested  and  received  a  grant 
of  $12,500,   which  it  is  matching  in  full,   to:      l)  hold  a  symposium  for  those  juris- 
dictions affected  by  the   lease   sale;    and  2)   prepare   a  report  on  the  possible  social, 
envirorjnental  and  economic  impacts  of  the  various  stages  of  CCS  development. 

Othier  Lease  Sales  in  California.     There  have  been  three  lease  sales  in  California,    the 
one  mentioned  above  in  Northern  California  in  1963,   the  second  in  the  Santa  Barbara 
Channel  in  1968,    and  the  third  lease  sale,  #35t   held  in  1975. 

1)  Northern  California,    1963.      See  Previous  Activity  in  #53  Area,    above. 

2)  Santa  Barbara  Channel,    1968.      Seventy-one  leases  were  sold;    among  which 
were  those  in  the  still  operating  Dos  Cuadras  Field  where  the  Union  Oil  platform 
blowout  occured  in  I969   causing  a  major  oil  spill. 

3).'Legs'e^ale  •#35fl975.  '■^--fiftj'-six'-Teas'es'-Kere"  sold,---all-in  ^the^an^E^dro^Esy-, 
are  a  ,-='§iid"a~'conim  er  ci  al"^tii  scovery  j.ade. 

rLe'ase"^al"g^i7*35-is--<;urr£ntlyT±iie  subject-of-litigation  In^a^suit^by'the  "StsS'e 
agAinst,the.J'ederal.Covej-nmentTrin~P-eoole.iV.~l-!orton  and- Peonle^-V^^Kleppe.-^The. -validity 
of-  the-'lease  -sale  ls^eing;<ihallenged:  on.^theigroundscthat.-the:;«alei;wasiheld=priorjt» 
to  C0ffrpl'eticn~of-^cca^stal-manage2£nt^p.l^nning-rt)'-  the  ,State.-endwas-^-thus -premature* 
Should"  the  lease  sale  be  invalidated,    exploration  and  develouraent  plans  in  the   area 
will  be  void. 

Lease  Sale  ^LB.     Another  lease   sale  is  now  in  progress.   Lease  Sale  #/«8,   which  runs 
from  the  Mexican  border  to  Pt.    Conception.     Lease  Sale  #^  is  currently  in  the  pre- 
liminary DEIS   stage,    with  the  publication  of   the  DEIS   scheduled  for  Aug-ast   1976, 
hearings  in  October,   Final  HS  in  January   1979,    and  the  sale  itself  in  J'one   1979- 
The  Coastal  Commission  and  other  State   agencies  have  participated  in  review  meetings 
with  HLM  on  the  preliminary  drafts. 
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STATEMENT  OF  GREGORY  FOX,  SENIOR  ENERGY  ADVISOR, 
CALIFORNIA  STATE  OFFICE  OF  PLANNING  AND  RESEARCH, 
ACCOMPANIED  BY  THERESA  STAMEY  WADE  ROSE 

Mr.  Fox.  Mr.  Chairman,  good  afternoon.  My  name  is  Gregory 
Fox  and  I  am  the  senior  energy  advisor  in  the  Governor's  office  of 
planning  and  research.  I  am  here  in  place  of  Deni  Greene,  acting 
Director  of  OPR,  who  is  attending  a  meeting  of  the  National  OCS 
Advisory  Board  as  the  Governor's  representative.  I  am  accompa- 
nied by  Theresa  Stamey  Wade  Rose. 

The  State  of  California  is  committed  to  making  the  new  manage- 
ment procedures  for  offshore  development  work.  Gov.  Edmund  G. 
Brown,  Jr.,  Bill  Press,  former  Director  of  OPR,  Deni  Greene,  acting 
director  of  OPR,  as  well  as  many  other  State  representatives  have 
testified  before  this  committee  in  the  past  on  the  necessity  of 
amending  the  Outer  Continental  Shelf  Lands  Act  so  as  to  end  the 
conflict,  litigation,  and  delays  plaguing  OCS  development. 

It  is  our  belief  that  the  essential  changes  made  by  the  Congress 
in  the  management  of  OCS  resources  are  the  new  requirement  of 
timely  access  to  information,  and  an  expanding  role  for  State  and 
local  government  in  policy  decisions  affecting  their  coastline.  This 
is  in  contrast  to  the  past  decade  of  confrontation. 

The  evidence  is  clear  that  since  passage  of  the  1978  OCS  amend- 
ments that  this  State  has  been  acting  vigorously  to  implement  the 
will  of  the  Congress. 

In  stark  contrast  to  the  5-year  delay  in  production  from  Exxon's 
Hondo  operation  in  the  Santa  Barbara  Channel,  environmental 
studies  and  permits  were  completed  for  both  the  Chevron  Santa 
Clara  unit  in  the  Santa  Barbara  Channel  and  the  Shell  Beta  proj- 
ect in  San  Pedro  Bay  within  the  strict  18-month  time  limit  now 
required  by  California  law,  AB  884.  As  a  specific  example  of  expe- 
dited permit  processing,  these  projects  will  produce  an  estimated 
400  million  barrels  of  oil  offshore  southern  California.  The  air 
permit  for  the  Chevron  project  was  issued  within  90  days  of  the 
company  applying  to  the  local  air  pollution  control  agency. 

The  coastal  commission  has  been  processing  new  OCS  explora- 
tion permits  for  consistency  with  the  State's  federally  approved 
Coastal  Zone  Management  Act  within  the  10-day  statutory  time 
limits  established  by  the  new  law. 

OCS  lease  sale  48  was  held  on  schedule  June  29  and  over  $500 
million  in  bonus  bids  were  collected  by  the  U.S.  Treasury.  The  sale 
was  a  success  because  the  Secretary  of  the  Interior  followed  the 
recommendations  of  the  Governor  and  the  State  of  California  as  to 
the  final  size,  timing,  and  location  of  the  sale. 

Successful  permitting  for  these  projects  was  due  to  the  State's 
ability  to  communicate  critical  information  to  the  Federal  Govern- 
ment and  industry  early  enough  in  the  process  to  affect  final  policy 
decisions.  In  the  cases  of  Shell  and  Chevron,  both  projects  were 
designed  to  utilize  onshore  pipelines  for  crude  transportation  to 
refineries,  thereby  eliminating  the  risk  of  oilspills  and  air  pollu- 
tion. 

With  regards  to  the  new  5-year  schedule  for  offshore  develop- 
ment, the  spirit  of  consultation  and  close  cooperation  which  were 
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the  hallmarks  of  lease  sale  48  does  not  seem  to  be  continuing. 
Secretary  Andrus  in  his  June  transmittal  letter  to  the  Governor 
stated  that  the  entire  California  coastline,  except  for  one  small 
area  offshore  Point  Reyes,  was  appropriate  for  immediate  oil  pro- 
duction and  transportation.  The  Secretary  stated  that  this  develop- 
ment scenario  presented  no  conflict  with  the  State  or  local  laws 
and  that  based  upon  the  advice  of  the  Department  of  Energy  there 
is  no  constraint  on  OCS  production  due  to  lack  of  West  Coast 
transportation  facilities. 

Let  me  first  address  the  issue  of  transportation.  Our  office  is 
concerned  with  DOI's  basic  assumption  because  development  is 
proposed  for  areas  where  the  resource  estimates  are  so  low  that 
production  may  not  be  economical  unless  transportation  is  done  by 
tanker  or  barge,  rather  than  pipeline.  Such  a  scenario  does  not 
address  the  following  issues: 

Transportation  by  tanker  or  barge  rather  than  by  pipeline  great- 
ly increases  the  risk  of  oilspill  either  due  to  a  loading  accident  or 
from  collision.  Recent  events  in  the  Gulf  of  Mexico  appear  to 
indicate  that  proven  technology  for  controlling  oilspills  in  ocean 
waters  does  not  yet  exist.  Provided  for  your  consideration  is  a 
recent  Oil  and  Gas  Journal  article  detailing  the  grim  13-month 
record  on  worldwide  tanker  accidents. 

Increased  tankering  for  transportation  of  crude  rather  than  use 
of  pipelines  means  an  increase  in  air  pollution  due  to  offshore  ship 
movement.  The  burning  of  heavy  sulfur  bunker  fuel  while  the 
tankers  are  at  sea  or  in  port  will  be  a  significant  source  of  emis- 
sions. 

There  is  no  existing  technology  certified  safe  by  the  U.S.  Coast 
Guard  for  controlling  vapor  emissions  during  tanker  loading  oper- 
ations. Uncontrolled  tanker  loadings  will  contribute  significant 
quantities  of  hydrocarbons  to  the  air.  In  areas  such  as  San  Francis- 
co Bay,  where  the  air  quality  is  already  nonattainment  for  the 
Federal  air  quality  standards  required  by  the  Clean  Air  Act,  addi- 
tional controls  to  offset  these  new  sources  of  pollution  will  have  to 
be  implemented  for  onshore  businesses  and  residences. 

Recognizing  the  potential  impact  of  OCS  development  on  onshore 
air  quality  this  committee,  and  especially  Congressman  George 
Miller,  included  in  the  OCS  amendments  specific  language  requir- 
ing the  Secretary  of  Interior  insure  that  OCS  operations  not  impair 
a  State's  ability  to  attain  or  maintain  the  national  standards. 

The  response  of  the  Department  of  Interior  to  this  congressional 
mandate  was  the  preparation  of  a  draft  regulatory  program  which, 
in  the  words  of  the  senior  Representatives  of  the  California  con- 
gressional delegation: 

Without  correction,  we  believe  these  regulations  will  not  adequately  weigh  the 
cumulative  impact  of  potential  offshore  development  on  onshore  air  quality,  as 
Congress  intended,  and  will  seriously  hamper  the  ability  of  State  and  local  coastal 
jurisdictions  to  achieve  Federal  clean  air  standards. 

Recognizing  these  constraints  on  transportation,  it  is  our  recom- 
mendation that  oil  development  take  place  where  the  resource 
exists  in  quantity  sufficient  for  transportation  by  pipeline  from 
production  field  to  onshore  treatment  facilities  and  refineries, 
thereby  eliminating  the  risk  of  oilspills  and  air  pollution  along  the 
coastline. 
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Our  second  concern  is  the  potential  for  a  future  oversupply  of 
crude  oil  on  the  west  coast.  Contributing  to  this  are  the  following: 
California  is  indeed  rich  in  oil,  as  rich  as  Alaska,  but  it  is  located 
mainly  onshore,  not  offshore  northern  California;  and  specifically  it 
is  in  Kern  County.  The  California  Division  of  Oil  and  Gas  now 
estimates  that  there  is  as  much  as  40  billion  barrels  of  oil  in  place 
in  this  area.  This  is  a  resource  80  times  the  amount  of  oil  that  the 
USGS  estimates  is  under  the  entire  lease  sale  53  area.  At  current 
prices,  6  to  8  billion  barrels  of  Kern  crude  is  recoverable  and  this 
amount  should  increase  following  price  decontrol. 

This  oil  is  similar  in  quality  to  OCS  crude  and  can  be  produced 
faster,  much  safer,  and  cheaper.  Since  the  Kern  County  oil  will  be 
transported  by  pipeline  to  refineries,  there  is  significantly  less  risk 
of  oilspill  and  air  pollution.  The  President  has  announced  a  goal  of 
increasing  production  from  Kern  County  by  500,000  barrels  per  day 
by  1990.  The  industry  has  said  that  it  will  meet  that  challenge. 

Alaskan  production  will  increase  by  300,000  barrels  per  day  by 
the  end  of  this  year  due  to  installation  of  new  pumping  equipment 
on  the  Alaskan  pipeline.  In  examining  the  issue  of  west  coast 
transportation  facilities  it  is  apparent  that  the  Panama  Canal  has 
capacity  for  about  600,000  barrels  per  day  of  which  roughly  250,000 
barrels  per  day  is  being  utilized. 

There  will  be  increasing  production  from  existing  OCS  and  State 
tidelands  leases  offshore  California.  California  OCS  production  may 
increase  from  80,000  to  150,000  barrels  per  day  by  1985  as  lease 
sales  35  and  48  begin  production. 

Demand  for  petroleum  products  on  the  west  coast  may  decline  in 
the  1980's  due  to  higher  prices,  more  efficient  automobiles  and 
greater  fuel  conservation. 

One  study  recently  released  indicated  that  the  west  coast  surplus 
of  oil  may  attain  1  million  barrels  per  day  by  1985 — Pace  Co., 
Houston,  Tex.,  1979. 

After  analyzing  these  points  it  appears  that  there  is  a  limited 
amount  of  west  coast  crude  that  can  be  transported  to  other  region- 
al markets  unless  the  oil  companies  are  allowed  to  export  to  Japan. 

In  conclusion,  recent  successful  OCS  activities  offshore  California 
have  occurred  due  to  the  Department  of  Interior's  willingness  to 
receive  and  act  upon  information  from  California's  governmental 
representatives  prior  to  leasing  decisions.  In  contrast  to  this  past 
record  of  cooperation,  the  Department  of  Interior  now  proposes 
leasing  offshore  areas  for  development  while  not  addressing  legiti- 
mate concerns  about  environmental  vulnerability  of  certain  areas, 
transportation  and  coordination  with  other  areas  to  avoid  an  over- 
supply  of  oil  on  the  west  coast. 

We  respectfully  request  this  committee  to  reiterate  to  the  De- 
partment that  Congress  intent  in  amending  the  OCS  Lands  Act  in 
an  evaluation  of  all  possible  impacts  to  a  region  be  carried  out 
prior  to  leasing.  Also,  that  California  State  and  local  governments 
have  a  right  to  participate  in  policy  affecting  the  California  coast- 
line, one  of  the  Nation's  greatest  environmental  and  economic 
assets. 

These  hearings  illustrate  we  believe  the  continuing  need  for 
action  by  this  committee  during  future  OCS  development. 

Thank  you. 
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[The  information  follows:] 

Testimony  of  Gregory  Fox,  Senior  Energy  Advisor,  Governor's  Office  of 

Planning  and  Research 

Good  morning,  my  name  is  Gregory  Fox  and  I  am  the  Senior  Energy  Advisor  in 
the  Governor's  Office  of  Planning  and  research,  I  am  here  in  place  of  Deni  Greene, 
Acting  Director  of  OPR,  who  is  attending  a  meeting  of  the  National  OCS  Advisory 
Board  as  the  Governor's  representative. 

The  State  of  California  is  committed  to  making  the  new  management  procedures 
for  offshore  development  work.  Governor  Edmund  G.  Brown  Jr.,  Bill  Press,  former 
Director  of  OPR,  Deni  Greene,  Acting  Director  of  OPR,  as  well  as  many  other  State 
representatives,  have  testified  before  this  Committee  in  the  past  on  the  necessity  of 
amending  the  Outer  Continental  Shelf  Lands  Act  so  as  to  end  the  conflict,  litigation, 
and  delays  plaguing  OCS  development. 

It  is  our  belief  that  the  essential  changes  made  by  the  Congress  in  the  manage- 
ment of  OCS  resources  are  the  new  requirement  to  timely  access  to  information, 
and  an  expanding  role  for  state  and  local  government  in  policy  decisions  affecting 
their  coastline.  This  is  in  contrast  to  the  past  decade  of  confrontation. 

The  evidence  is  clear  that  since  passage  of  the  1978  OCS  Amendments  this  state 
has  been  acting  vigorously  to  implement  the  will  of  the  Congress. 

In  stark  contrast  to  the  5-year  delay  in  production  from  Exxon's  Hondo  operation 
in  the  Santa  Barbara  Channel,  environmental  studies  and  permits  were  completed 
for  both  the  Chevron  Santa  Clara  Unit  in  the  Santa  Barbara  Channel  and  the  Shell 
Beta  Project  in  San  Pedro  Bay  within  the  strict  18  months  time  limit  now  required 
by  California  law,  AB  884.  As  a  specific  example  of  expedited  permit  processing, 
these  projects  will  produce  an  estimated  400  million  barrels  of  oil  offshore  Southern 
California.  The  air  permit  for  the  Chevron  project  was  issued  within  90  days  of  the 
company  applying  to  the  local  air  pollution  control  agency. 

The  Coastal  Commission  has  been  processing  new  OCS  exploration  permits  for 
consistency  with  the  State's  federally  approved  Coastal  Zone  Management  Act 
within  the  10  day  statutory  time  limits  established  by  the  new  law. 

OCS  Lease  Sale  No.  48  was  held  on  schedule  June  29  and  over  $500  million  in 
bonus  bids  were  collected  by  the  United  States  Treasury.  The  Sale  was  a  success 
because  the  Secretary  of  Interior  followed  the  recommendations  of  the  Governor 
and  the  State  of  California  as  to  the  final  size,  timing  and  location  of  the  sale. 

Successful  permitting  for  these  projects  was  due  to  the  State's  ability  to  communi- 
cate critical  information  to  the  federal  government  and  industry  early  enough  in 
the  process  to  affect  final  policy  decisions.  In  the  cases  of  Shell  and  Chevron  both 
projects  were  designed  to  utilize  onshore  pipelines  for  crude  transportation  to  refin- 
eries, thereby  eliminating  the  risk  of  oil  spills  and  air  pollution. 

With  regards  to  the  new  5-year  schedule  for  offshore  development,  the  spirit  of 
consultation  and  close  cooperation  which  were  the  hallmarks  of  Lease  Sale  No.  48 
does  not  seem  to  be  continuing.  Secretary  Andrus  in  his  June  transmittal  letter  to 
the  Governor  stated  that  the  entire  California  coastline,  except  for  one  small  area 
offshore  Pt.  Reyes,  was  appropriate  for  immediate  oil  production  and  transportation. 
The  Secretary  stated  that  this  development  scenario  presented  no  conflict  with 
State  or  local  laws  and  that  based  upon  the  advice  of  the  Department  of  Energy 
there  is  no  constraint  on  OCS  production  due  to  a  lack  of  West  Coast  transportation 
facilities. 

Let  me  first  address  the  issue  of  transportation. 

Our  office  if  concerned  with  DOI's  basic  assumption  because  development  is 
proposed  for  areas  where  the  resource  estimates  are  so  low  that  production  may  not 
be  economical  unless  transportation  is  done  by  tanker  or  barge,  rather  than  by 
pipeline.  Such  a  scenario  does  not  address  the  following  issues: 

Transportation  by  tanker  or  barge  rather  than  by  pipeline  greatly  increases  the 
risk  of  oil  spill  either  due  to  a  loading  accident  or  from  collision.  Recent  events  in 
the  Gulf  of  Mexico  appear  to  indicate  that  proven  technology  for  controlling  oil  spils 
in  ocean  waters  due  not  yet  exist.  Provided  for  your  consideration  is  a  recent  Oil 
and  Gas  Journal  article  detailing  the  grim  13  month  record  on  worldwide  tanker 
accidents; 

Increased  tankering  for  transportation  of  crude  rather  than  use  of  pipelines 
means  an  increase  in  air  pollution  due  to  offshore  ship  movement.  The  burning  of 
heavy  sulfur  bunker  fuel  while  the  tankers  are  at  sea  or  in  port  will  be  a  significant 
source  of  emissions. 

There  is  no  existing  technology  certified  safe  by  the  United  States  Coast  Guard 
for  controlling  vapor  emissions  during  tanker  loading  operations.  Uncontrolled 
tanker  loadings  will  contribute  significant  quantities  of  hydrocarbons  to  the  air.  In 
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areas  such  as  San  Francisco  Bay,  where  the  air  quality  is  already  nonattainment  for 
the  federal  air  quality  standards  required  by  the  Clean  Air  Act,  additional  controls 
to  offset  these  new  sources  of  pollution  will  have  to  be  implemented  for  onshore 
businesses  and  residences. 

Recognizing  the  potential  impact  of  OCS  development  on  onshore  air  quality  this 
Committee,  and  especially  Congressman  George  Miller,  included  in  the  OCS  Amend- 
ments specific  language  requiring  the  Secretary  of  Interior  insure  that  OCS  oper- 
ations not  impair  a  state's  ability  to  attain  or  maintain  the  national  standards.  The 
response  of  the  Department  of  Interior  to  this  Congressional  mandate  was  the 
preparation  of  a  draft  regulatory  program  which,  in  the  words  of  the  Senior  Repre- 
sentatives of  the  California  Congressional  delegation,  "Without  correction,  we  be- 
lieve these  regulations  will  not  adequately  weigh  the  cumulative  impact  of  potential 
offshore  development  on  onshore  air  quality,  as  Congress  intended,  and  will  serious- 
ly hamper  the  ability  of  State  and  local  coastal  jurisdictions  to  achieve  federal  clean 
air  standards". 

Recognizing  these  constraints  on  transportation,  it  is  our  recommendation  that  oil 
development  take  place  where  the  resource  exists  in  quantity  sufficient  for  trans- 
portation by  pipeline  from  production  field  to  onshore  treatment  facilities  and 
refineries,  thereby  eliminating  the  risk  of  oil  spills  and  air  pollution  along  the 
coastline. 

Our  second  concern  is  the  potential  for  a  future  oversupply  of  crude  oil  on  the 
West  Coast.  Contributing  to  this  are  the  following: 

California  is  indeed  rich  in  oil,  as  rich  as  Alaska,  but  it  is  located  mainly  onshore, 
not  offshore  northern  California;  and  specifically  it  is  in  Kern  County.  The  Califor- 
nia Division  of  Oil  and  Gas  now  estimates  that  there  is  as  much  as  40  billion  barrels 
of  oil  in  place  in  this  area.  This  is  a  resource  80  times  the  amount  of  oil  that  the 
USGS  estimates  is  under  the  entire  Lease  Sale  No.  53  area.  At  current  prices,  6  to  8 
billion  barrels  of  Kern  crude  is  recoverable  and  this  amount  should  increase  follow- 
ing price  decontrol.  This  oil  is  similar  in  quality  to  OCS  crude  and  can  be  produced 
faster,  much  safer,  and  cheaper.  Since  the  Kern  County  oil  will  be  transported  by 
pipeline  to  refineries  there  is  significantly  less  risk  of  oil  spill  and  air  pollution.  The 
President  has  announced  a  goal  of  increasing  production  from  Kern  County  by 
500,000  barrels  per  day  by  1990.  The  industry  has  said  that  it  will  meet  the 
challenge. 

Alaskan  production  will  increase  by  300,000  barrels  per  day  by  the  end  of  this 
year  due  to  installation  of  new  pumping  equipment  on  the  Alaskan  pipeline.  In 
examining  the  issue  of  West  Coast  transportation  facilities  it  is  apparent  that  the 
Panama  Canal  has  capacity  for  about  600,000  barrels  per  day  of  which  roughly 
250,000  barrels  per  day  is  now  being  utilized. 

There  will  be  increasing  production  from  existing  OCS  and  state  tidelands  leases 
offshore  California.  California  OCS  production  may  increase  from  80,000  to  150,000 
barrels  per  day  by  1985  as  Lease  Sales  No.  35  and  No.  48  begin  production. 

Demand  for  petroleum  products  on  the  West  Coast  may  decline  in  the  1980's  due 
to  higher  prices,  more  efficient  automobiles  and  greater  fuel  conservation. 

One  study  recently  released  indicated  that  the  West  Coast  surplus  of  oil  may 

attain  one  million  barrels  per  day  of  1985  (Pace  Company,  Houston,  Texas,  1979). 

After  analyzing  these  points  it  appears  that  there  is  a  limited  amount  of  West 

Coast  crude  that  can  be  transported  to  other  regional  markets  unless  oil  companies 

are  allowed  to  export  to  Japan. 

Conclusion: 

Recent  successful  OCS  activities  offshore  California  have  occurred  due  to  the 
Department  of  Interior's  willingness  to  receive  and  act  upon  information  from 
California's  governmental  representatives  prior  to  leasing  decisions.  In  contrast  to 
this  past  record  of  cooperation,  the  Department  of  Interior  now  proposes  leasing 
offshore  areas  for  development  while  not  addressing  legitimate  concerns  about 
environmental  vulnerability  of  certain  areas,  transportation  of  products  and  co- 
ordination with  other  development  areas  to  avoid  an  oversupply  of  oil  on  the  West 
Coast.  We  respectfully  request  this  Committee  to  reiterate  to  the  Department  that 
Congress'  intent  in  amending  the  OCS  Lands  Act  is  an  evaluation  of  all  possible 
impacts  to  a  region  be  carried  out  prior  to  leasing.  Also,  that  California  state  and 
local  governments  have  a  right  to  participate  in  policy  affecting  the  California 
coastline,  one  of  the  nation's  greatest  environmental  and  economic  assets. 
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July  23,  1979. 

Hon.  Cecil  Andrus, 
Department  of  the  Interior, 
Washington,  D.C. 

Dear  Cece:  The  proposed  Department  of  Interior  regulations  designed  to  control 
air  pollution  from  OCS  activities  raised  very  serious,  but  easily  remedied,  concerns 
which  we  want  to  call  to  your  attention.  Without  correction,  we  believe  these 
regulations  will  not  adequately  weigh  the  cumulative  impact  of  potential  offshore 
development  on  onshore  air  quality,  as  Congress  intended,  and  will  seriously  ham- 
per the  ability  of  state  and  local  coastal  jurisdictions  to  achieve  federal  clean  air 

Specifically,  DOI  declines  to  incorporate  into  its  proposed  rules  the  new  source 
review  regulations  of  EPA  which  now  apply  to  onshore  development  in  non-attain- 
ment areas.  Instead,  the  proposed  regulations  substitute  a  "significance"  test  for 
each  project,  adopted  from  EPA's  interpretive  rulings  designed  for  new  sources  of 
pollution  in  areas  which  now  meet  federal  clean  air  standards.  This  significance  test 
is  decidedly  inappropriate  for  non-attainment  areas,  of  which  the  southern  Califor- 
nia coastal  air  basin  is  an  example. 

We  strongly  believe  that  in  areas  where  prevailing  winds  or  other  factors  assure 
that  offshore  development  will  cause  further  degradation  of  air  quality  in  onshore 
areas  already  below  federal  standards,  DOI's  regulations  must  more  closely  parallel 
EPA's  interpretive  rulings  for  new  sources  in  non-attainment  areas.  The  signifi- 
cance test  ignores  the  cumulative  impact  on  onshore  air  quiality  of  extensive 
offshore  development,  as  contemplated  in  Lease  Sale  No.  48,  for  example.  In  a  non- 
attainment  area,  any  major  new  source  of  air  pollution  is  significant. 

Under  the  Clean  Air  Act,  non-attainment  areas  must  meet  federal  ambient  air 
quality  standards  by  a  certain  date.  The  use  of  the  significance  test  will  mean 
weaker  federal  regulations  for  new  offshore  pollution  sources  than  for  new  onshore, 
EPA-regulated  pollution  sources  in  these  areas.  Even  if  this  discrimination  against 
onshore  sources  were  fair— and  we  believe  it  is  not— the  regulations  compound  this 
discrimination  by  imposing  a  significant  new  burden  on  new  onshore  activities. 
These  must  offset  not  only  their  own  pollution,  but  also  the  cumulative  pollution  of 
offshore  activities  which  escape  regulation  under  the  significance  standard.  Because 
the  availability  of  offsets  is  limited  and  their  achievement  costly,  onshore  activities 
will  be  severely  and  unjustly  burdened,  and  affected  areas  may  not  be  able  to 
achieve  federal  ambient  air  quality  standards  as  a  result  of  offshore  activities. 
The  Coastal  Zone  Management  Act  requires  all  new  coastal  projects  including 
those  on  the  OCS  to  be  consistent  with  the  state's  Coastal  Zone  Management  Plan, 
approved  by  the  federal  Department  of  Commerce.  This  plan  includes  common 
federal,  state  and  local  air  quality  standards  for  the  coastal  zone.  All  new  activities 
within  the  zone  must  conform  with  the  plan.  ^ 

By  ignoring  the  new  source  review  procedures  for  non-attainment  areas,  DOI  s 
regulations  fail  to  take  into  account  the  federally  approved  air  quality  standards  of 
the  California  Coastal  Zone  Management  Plan.  This  makes  enforcement  of  the  plan 
impossible  as  to  OCS  activities,  and  seems  to  violate  the  spirit  if  not  the  letter  of  the 
Coastal  Zone  Management  Act. 

Finally,  under  the  Clean  Air  Act,  federal  air  standards  are  those  minimally 
necessary  to  protect  the  public  health.  States  are  given  the  right,  and  California  has 
exercised  this  right,  to  adopt  stricter  standards  to  meet  local  conditions.  The  pro- 
posed regulations  fail  to  account  for  particular  regional  differences  involving  the 
inter-relationship  of  various  air  pollutants  and  unique  meteorological  conditions. 
Again  EPA's  new  source  review  regulations  for  non-attainment  areas  provide  an 
example  of  sufficient  flexibility  to  permit  needed  regional  variations,  both  from 
state  to  state  and  within  a  state. 

We  urge  you  to  revise  the  DOI  regulations  to  parallel  the  EPA  regulations  for 
new  source  review  in  non-attainment  areas. 
With  best  wishes. 
Cordially, 

Alan  Cranston. 

Phil  Burton. 

John  Burton. 

Henry  Waxman. 

Jerry  Patterson. 
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[From  the  Los  Angeles  Times,  Wednesday,  Mar.  21,  1979] 

Andrus  May  Delay  Offshore  Oil  Leases— Imperial  Valley  Also  Could  Be 

Exempted  From  160-Acre  Limit 

(By  Ellen  Hume) 

Washington.— Secretary  of  the  Interior  Cecil  D.  Andrus  said  Tuesday  that  he 
may  delay  the  proposed  leasing  in  1981  of  new  oil  and  natural  gas  tracts  off  the 
Northern  California  coast. 

In  another  move  that  would  please  California  agriculture  interests,  Andrus  said 
he  also  may  favor  exempting  the  Imperial  Valley  from  the  reclamation  law's  contro- 
versial 160-acre  limit. 

But  Andrus  said  in  an  interview  with  The  Times  that  he  would  "not  waste  five 
minutes  of  my  time"  on  finding  federal  funding  for  the  proposed  Peripheral  Canal 
in  California  "until  the  state  of  California  makes  up  their  mind  what  they  want  to 

do." 

Andrus  had  been  urged  by  Sen.  Alan  Cranston  (D-Calif.)  and  a  number  of  Califor- 
nia congressmen,  including  Reps.  Leon  Panetta  (D-Carmel  Valley)  and  Paul  N. 
McCloskey  (R-Menlo  Park)  to  delete  many  of  the  proposed  oil  and  natural  gas  tracts 
in  safe  area  53  off  the  Northern  California  coast  from  Point  Conception  to  the 
Oregon  border. 

"I  would  say  they  have  valid  concerns  and  complaints  about  the  potential  damage 
of  that  sale  and  which  leases  should  be  left  out,"  Andrus  said.  "There  is  the 
possibility  that  sale  53  might  be  slipped  in  the  schedule  if  it  does  not  prove  up— and 
we  think  safe— at  this  point  in  time. 

"If  it  is  disallowed,"  he  added,  "I  would  substitute  in  that  time  frame  another  sale 
so  that  the  energy  needs  of  America  wouldn't  slip." 

Cranston  and  Rep.  Clair  Burgener  (D-Rancho  Santa  Fe)  introduced  legislation  last 
week  to  exempt  the  Imperial  Valley  from  the  160-acre  limit  for  farms  using  federal- 
ly subsidized  reclamation  water. 

Andrus  said  he  may  favor  the  Imperial  Valley  exemption  if  it  helps  resolve  the 
160-acre  controversy,  which  has  been  a  major  sore  point  between  California  agri- 
business and  the  Carter  Administration. 

The  issue  flared  up  last  year  after  a  federal  court  ordered  the  Interior  Depart- 
ment to  strictly  enforce  the  1902  Reclamation  Act's  limit  of  160  acres  for  each 
family  member  on  farms  using  federal  reclamation  water. 

The  farmers  were  angered  when  the  Interior  Department's  proposed  new  regula- 
tions placed  residency  and  leasing  limits  as  well  as  ownership  limits  on  the  reclama- 
tion farms. 

Andrus  responded  to  the  uproar  by  proposing  a  larger  acreage  limit— 640  owned 
acres  and  another  320  leased  acres  per  reclamation  farm— but  by  continuing  to 
press  for  the  leasing  and  residency  requirements.  He  said  Tuesday  that  he  will 
recommend  these  steps  again  Thursday  at  a  hearing  before  the  Senate  Energy  and 
Natural  Resources  Committee. 

But  Andrus  conceded  that  the  Imperial  Valley  is  a  special  case,  since  the  Secre- 
tary of  the  Interior  in  1933,  Ray  Lyman  Wilbur,  has  assured  valley  farms  that  they 
would  not  have  to  comply  with  the  law's  160-acre  limit. 

Andrus  was  less  accommodating  to  California  agribusiness  when  asked  if  there 
was  any  hope  for  federal  funding  of  the  proposed  47-mile  Peripheral  Canal,  which 
would  bypass  the  Sacramento  Delta  and  divert  more  Northern  California  water  to 
the  south. 

"Not  at  this  point  in  time  at  least,"  Andrus  said,  "because  the  state  of  California 
can't  even  agree  whether  they  want  it  or  don't  want  it.  You've  got  the  north-south 
water  dispute  in  that  state  going,  and  I'm  not  going  to  waste  five  minutes  of  my 
time  on  that  until  the  state  of  California  makes  up  their  mind  what  they  want  to 
do." 

[From  the  Oil  and  Gas  Journal,  June  25,  1979] 

Spills  Worsen  Problems  in  Global  Oil  Movements 
(By  Roger  Vielvoye,  International  Editor) 

In  the  past  15  months  the  tide  of  pollution  that  followed  the  wreck  of  the  Amoco 
Cadiz  off  the  northwest  coast  of  France  and  the  disastrous  opening  of  the  SuUom 
Voe  oil  terminal  in  the  Shetland  Islands  has  once  again  put  the  oil  industry's  record 
on  oil  transportation  under  the  microscope. 
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Statistically,  government  international  consultative  agencies,  the  tanker  subsid- 
iaries of  major  oil  companies,  and  independent  tanker  owners  can  demonstrate  that 
tankers  are  spilling  less  and  less  oil  into  the  sea  each  year. 

But  the  big  Amoco  Cadiz  spill  and  Sullom  Voe  have  shown  that  all  the  interna- 
tional conventions,  rigidly  enforced  regulations,  improvements  in  tanker  equipment, 
and  navigational  aids  cannot  entirely  draw  the  risk  from  the  task  of  moving  more 
than  2  billion  tons/year  (40  million  b/d)  of  oil  around  the  globe. 

The  coastlines  of  France  and  the  Shetlands  were  not  alone  in  suffering  from  the 
effects  of  serious  accidents  at  sea  during  1978  and  the  first  half  of  this  year.  In  fact, 
the  past  18  months  has  not  been  a  good  one  for  the  tanker  industry. 
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The  catalogue  of  accidents  makes  grim  reading: 

The  Liberian-registered,  300,000-dwt.  Brazilian  Marina  was  involved  in  a  ram- 
ming incident  Jan.  10,  1978,  on  Sao  Paulo,  Brazil,  and  17,000  tons  of  crude  were 
spilled. 

3,300  tons  of  fuel  were  spilled  when  the  Sealift  Mediterranean  was  involved  in  a 
collision  Apr.  2,  1978,  off  Rondo  Island  in  the  Strait  of  Malacca. 

A  collision  also  was  responsible  for  the  loss  of  the  Greek-owned  Eleni  V  off  Great 
Yarmouth  in  the  U.K.  May  6,  1978.  The  cargo  of  5,000  tons  of  heavy  fuel  oil  caused 
extensive  pollution  along  holiday  beaches  on  the  east  coast  of  Britain  and  demon- 
strated the  difficulties  of  trying  to  remove  a  pollution  hazard  by  blowing  it  up. 

On  July  7,  1978,  the  Cabo  Tamar  went  aground  off  Talcahuano,  Chile,  spilling 
more  than  6,000  tons  of  crude  into  the  sea. 

Grounding  of  the  59,000-dwt  Christos  Bitas  off  the  west  coast  of  Wales  Oct.  31, 
1978,  was  a  minor  success  story.  British  Petroleum  Ltd.,  owner  of  the  crude  cargo, 
put  the  company-owned  British  Dragoon  alongside  and  offloaded  30,000  tons.  But 
before  offloading  got  under  way,  6,000  tons  of  oil  had  spilled  into  the  sea.  The  wreck 
eventually  was  sunk  in  deep  water. 

One  of  the  most  serious  incidents  occurred  Dec.  31,  1978,  when  an  explosion  killed 
30  crewmen  aboard  the  Greek-owned  Andros  Patria  off  the  northwestern  tip  of 
Spain.  More  than  50,000  tons  of  crude  were  spilled  before  BP,  again  the  owner  of 
the  crude,  moved  in  the  British  Dragoon  to  lighten  the  load  by  150,000  tons.  The 
drama  of  the  Andros  Patria  showed  the  benefits  of  lightening  operations  as  an 
effective  aid  to  successful  salvage.  The  vessel  is  being  scrapped. 

Fifty-four  persons  died  when  the  French-owned  Betelguese  blew  up  while  dis- 
charging crude  at  the  Gulf  Oil  terminal  in  Bantry  Bay,  Ireland.  The  tanker  broke  in 
two,  but  there  was  little  pollution  of  the  areas  around  the  terminal. 

Amoco  Cadiz,  Sullom  Voe.  The  world's  biggest  oil  spill  occurred  Mar.  16,  1973, 
when  the  225,000-dwt  Amoco  Cadiz,  with  its  steering  gear  out  of  action,  ran  aground 
off  Portsall,  Britany. 

About  230,000  tons  of  Saudi  light  crude  were  spilled  over  60  miles  of  the  French 
coast  line,  much  of  it  on  holiday  beaches. 

Legal  actions  have  been  started  by  a  number  of  French  organizations  against  the 
owners  and  builders  of  the  ship  and  the  company  that  tried  to  salvage  her  as  she 
drifted  out  of  control. 

Claims  amounting  to  more  than  $83  billion  exceed  the  funds  available  for  pollu- 
tion cleanup  from  a  number  of  international  sources. 

Industry  sources  say  the  legal  proceedings  could  last  for  years  and  force  the  oil 
and  tanker  owners  into  a  reappraisal  of  the  extent  of  the  compensation  schemes  if 
all  or  a  sizable  number  of  the  plaintiffs  are  successful. 

Compared  with  pollution  from  the  Amoco  Cadiz,  spills  in  and  near  the  Sullom 
Voe  oil  terminal  in  the  Shetlands  earlier  this  year  were  tiny.  But  they  could  have 
lasting  effects  on  the  way  the  industry  operates  in  the  future. 

Sullom  Voe,  designed  to  handle  two-thirds  of  Britain's  oil  output,  was  described  by 
the  local  council  as  "the  Rolls  Royce  of  oil  ports." 

All  the  latest  navigational  aids  and  docking  equipment  had  been  installed.  But 
less  than  2  months  after  the  inaugural  tanker  loading,  the  193,700-dwt  Esso  Berni- 
cia  rammed  one  of  the  jetties,  spilling  1,600  tons  of  heavy  bunker  fuel  into  the  sea. 

Cleanup  facilities  at  the  $1.6-billion  terminal  were  designed  for  much  lighter 
North  Sea  crude.  They  couldn't  handle  the  heavy  bunker  fuel,  which  devastated 
rare  birds  and  other  wildlife  in  the  area. 

Worse  was  to  come.  In  the  weeks  that  followed,  rocky  coves  and  beaches  away 
from  the  Sullom  Voe  area  were  plastered  with  black  oil  as  a  number  of  incoming 
tankers  discharged  oily  ballast  before  entering  the  terminal  where  the  ballast  water 
treatment  facilities  had  not  been  yet  opened. 

BP,  the  terminal  operator,  introduced  tough  new  regulations  for  tankers  loading 
at  Sullom  Voe.  But  the  damage  was  done. 

One  of  the  oil  company  partners  in  development  said  Sullom  Voe  has  been  held 
up  as  an  example  of  the  oil  industry's  best  efforts  in  building  giant  terminals  where 
the  risk  of  pollution  is  kept  to  a  minimum. 

No  matter  how  thorough  the  planning  for  new  terminals  in  other  parts  of  the 
world,  getting  a  terminal  plan  approved  always  has  been  different.  The  aftermath  of 
Sullom  Voe  will  mean  more  time  and  money  spent  convincing  government  and  local 
residents  that  they  are  not  approving  a  constant  source  of  pollution  on  their 
doorsteps. 

Ballast  discharges.  Pollution  of  the  Shetland  beaches  after  the  opening  of  Sullom 
Voe  provides  an  excellent  example  of  the  two  types  of  spills  from  tankers. 
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The  New  Year's  Eve  incident  in  which  the  Esso  Bernicia  rammed  a  jetty  is  one  of 
the  relatively  few  marine  casualties  reported  each  year  involving  crude  oil  and 
heavy  products  spilling  into  the  sea. 

Pollution  when  a  ship  is  damaged  while  docking  or  maneuvering  into  port,  in- 
volved in  a  collision  at  sea,  runs  ashore,  or  suffers  a  serious  explosion  on  board, 
usually  is  concentrated  in  a  relatively  small  area.  But  because  of  the  spectacular 
nature  of  these  incidents,  they  attract  considerable  attention. 

The  amount  of  oil  spilled  as  the  result  of  marine  casualties  is  small  compared 
with  "operational  pollution"  a  euphemism  the  tanker  industry  uses  to  describe 
cleaning  of  ballast  tanks  at  sea— sometimes  in  contravention  of  regulations  for  this 
practice. 

Flushing  ballast  tanks  outside  the  limits  set  by  international  convention  rarely  is 
detected.  But  it  accounts  for  the  bulk  of  the  coastal  pollution  that  plagues  almost 
every  country  in  the  world. 

Residents  of  the  Shetlands  reluctantly  accepted  the  ramming  of  the  jetty  by  the 
Esso  Bernicia. 

But  they  were  angry  and  talked  of  closing  Sullom  Voe  when  they  found  that  some 
incoming  tankers  were  taking  advantage  of  pollution  around  the  islands  and  were 
flushing  dirty  ballast  tanks  in  the  approaches  to  the  port. 

Much  of  the  oil  brought  ashore  on  the  tide  has  been  analyzed  and  quantities 
found  to  come  from  neither  the  Esso  Bernicia  nor  any  of  the  incoming  tankers. 

There  is  strong  suspicion  that  other  passing  tankers  have  discharged  oily  ballast 
in  the  area  in  the  hope  of  pushing  the  blame  onto  ships  using  Sullom  Voe. 

So  far,  none  of  the  companies  involved  in  the  Sullom  Voe  partnership  is  prepared 
to  point  an  accusing  finger  at  any  particular  ship  or  owner. 

But  privately,  experienced  masters  employed  by  the  major  companies  on  shore 
jobs  are  convinced  that  illegal  tank  flushing  has  taken  place.  They  blame  some  of 
the  less  scrupulous  independent  owners. 

Figures  from  the  intergovernmental  Maritime  Consultative  Organisation  (IMCO) 
show  that  in  1973  a  total  of  2.133  million  tons  (15.57  million  bbl)  of  oil  went  into  the 
sea  from  marine  transportation.  About  90%  of  this  was  attributable  to  operational 
pollution,  while  accidents  accounted  for  only  10%. 

Last  year,  when  the  figures  were  slightly  distored  by  the  230.000  tons  spilled  in 
one  incident  by  the  Amoco  Cadiz,  operational  pollution  accounted  for  1.381  million 
tons— 82%  of  the  total. 

Prevention  efforts.  Cutting  down  on  the  source  of  aggravation  from  operational 
pollution  is  one  of  the  prime  goals  of  individual  oil  companies  and  international 
groups. 

In  theory,  the  load  on  top  method  of  tank  cleaning  should  largely  eliminate 
pollution  from  ships  with  facilities  to  use  this  technique. 

Every  crude  oil  carrier  must  regularly  flush  the  residue  of  previous  cargoes  from 
the  sides  of  tanks,  which  also  are  filled  with  water  and  used  as  a  ballast  once  the 
cargo  of  oil  has  been  discharged. 

Instead  of  discharging  the  oily  wash  water  directly  into  the  sea,  90%  of  tankers 
have  special  slop  tanks.  Oily  water  can  be  held  until  the  lighter  hydrocarbons  float 
to  the  top,  leaving  clean  water  at  the  bottom  of  the  tank. 

Crews  then  flush  only  clean  water  into  the  sea  and  pump  the  remaining  crude 
into  the  cargo  tanks. 

That's  the  theory. 

But  as  companies  admit,  it  requires  a  well-managed  ship  with  an  expert  crew  to 
undertake  these  operations  efficiently. 

Oil  companies  and  independent  owners  also  admit  that  experienced  seamen  are 
hard  to  come  by,  and  many  companies  are  finding  it  increasingly  difficult  to  attract 
men  of  the  right  caliber  to  the  job. 

Load  on  top  facilities  have  lessened  the  levels  of  operational  pollution.  But  be- 
cause of  the  inefficiency  on  some  ships,  there  still  is  scope  for  reducing  spills  from 
this  source. 

What's  allowed.  Discharging  oil  from  tankers  is  not  completely  forbidden.  Provid- 
ing a  ship  is  under  way  and  at  least  50  miles  from  land,  limited  discharges  can  be 
made.  But  they  must  not  exceed  60  litres  for  each  mile  traveled,  and  the  total 
amount  of  oily  ballast  pumped  overboard  must  not  exceed  1/ 15,000th  of  the  vessel's 
carrying  capacity. 

These  are  minimum  standards. 

Many  companies  have  operational  procedures  with  standards  far  stricter  than  the 
legal  limit. 
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Less  reputable  companies  and  ships'  masters  are  still  prepared  to  turn  a  blind  eye 
to  the  rules,  particularly  in  areas  of  the  world  where  coastal  and  aircraft  patrols  are 
not  so  numerous  and  the  chances  of  being  detected  and  brought  to  court  are  small. 

At  the  beginning  of  the  1970s,  experiments  to  remove  accumulated  crude  from  the 
sides  of  tanks  using  jets  of  high-pressure  crude  while  the  cargo  was  being  discharged 
proved  successful.  ■,     ^    ■, 

Although  the  method  can  slow  the  rate  of  unloadmg,  it  has  been  widely  adopted. 

So  far,  it  can  be  carried  out  only  in  tankers  fitted  with  inert  gas  systems. 
Generally,  these  tend  to  be  newer  vessels. 

But  by  1983,  inert  gas  systems  to  prevent  buildup  of  explosive  gases  at  any  stage 
of  the  voyage  could  be  compulsory  for  all  tankers  of  70,000  dwt  or  more.  And  by 
1985,  tankers  of  20,000  dwt  or  more  may  need  inert  gas  systems. 

Segregated  ballast.  Another  solution  to  the  problem  of  operational  discharge  is 
the  installation  of  segregated  ballast  tanks  that  are  never  used  for  cargo. 

Segregated  tanks  have  long  been  advocated  by  the  U.S.,  which  has  paid  greater 
attention  to  marine  spills  and  tanker  design  and  safety  after  the  Argo  Merchant 
incident  in  December  1976.  .  • .       t^v     mao 

There  now  is  general  agreement  that  segregated  tanks  are  a  good  idea.  Ihe  ly/rf 
Marine  Pollution  Convention  requires  all  tankers  of  70,000  dwt  ordered  after  1975 
to  have  separate  cargo  and  ballast  tanks. 

But  before  the  segregated  tank  rule  becomes  compulsory,  15  states  controlling 
half  the  world's  tanker  tonnage  will  have  to  ratify  the  convention.  So  far,  only  a  few 

have  done  so.  ■,■.■        c 

With  hundreds  of  tankers  laid  up  and  the  industry  in  a  depressed  condition,  tew 

new  orders  have  been  placed. 

American  enthusiasm  for  segregated  ballast  has  lead  to  proposals  to  install  them 
in  all  tankers  of  20,000  dwt  or  more. 

U.S.  officials  have  been  pushing  the  idea  that  segregated  ballast  would  solve  most 
of  the  problems  with  discharge  of  oily  ballast  and  provide  a  much  needed  boost  for 
the  world's  shipyards,  which  are  enduring  a  famine  in  orders  for  new  vessels. 

Segregated  ballast  also  would  reduce  the  carrying  capacity  of  each  ship  by  about 
15  percent  enabling  laid  up  tonnage  to  be  returned  to  service. 

Conversion  work  could  cost  $4-6  billion  for  the  industry  as  a  whole  and  add 
greatly  to  freight  rates  and  the  cost  of  oil  products. 

A  compromise.  The  high  cost  of  segregated  ballast  brought  concerted  opposition 
from  a  group  of  countries  led  by  Britain  and  Japan,  which  wanted  more  widespread 
application  of  crude  washing  techniques  and  more  efficient  use  of  the  load  on  top 
method. 

As  usual  on  these  occasions,  a  compromise  was  reached.  The  1973  Marine  Pollu- 
tion Convention  will  be  amended  to  give  tanker  owners  a  choice  of  pollution  preven- 
tion measures. 

The  compromise  requires  international  ratification  before  it  becomes  binding. 

The  proposals  cover  ships  of  more  than  40,000  dwt. 

By  1981,  ships  in  this  category  will  be  required  to  have  either  segregated  ballast 
tanks  or  provision  for  crude  oil  washing  of  tanks. 

After  1985,  the  option  for  using  cargo  tanks  exclusively  for  ballast  will  be  with- 
drawn for  tankers  of  more  than  70,000  dwt.  Smaller  tankers  can  continue  using  this 
alternative  until  1985. 

Even  these  more  modest  proposals  will  cost  money.  And  in  the  depressed  state  of 
the  tanker  industry,  cash  is  a  commodity  that  owners  fighting  to  stave  off  bankrupt- 
cy do  not  have.  However,  governments  are  renowned  for  delays  in  ratifying  interna- 
tional tanker  agreements.  So  owners  can  expect  some  respite. 

Spill  liability.  The  first  of  the  international  agreements  on  oil  spill  liability  came 
after  the  wreck  of  the  Torrey  Canyon  in  1967  fouled  beaches  in  Britain  and  France. 

The  Tanker  Owners  Voluntary  Agreement  Concerning  Liability  for  Oil  Pollution 
(Tovalop)  came  into  operation  in  December  1969.  During  the  years,  the  scope  of  the 
agreement  has  been  extended  and  compensation  increased  to  a  maximum  of  $816.8 
million  in  any  one  incident. 

This  agreement  was  followed  in  April  1972  by  the  Contract  Regarding  an  Interim 
Supplement  to  Tanker  Liability  for  Oil  Pollution  (Cristal),  which  allows  payments 
up  to  $836  million  for  claims  not  covered  by  Tovalop  or  civil  court  action. 

Tovalop  was  supplemented  in  June  1975  by  the  International  Convention  of  Civil 
Liability  for  Oil  Pollution  Damage  (CLC).  It  has  similar  compensation  limits  but 
places  strict  legal  liability  and  not  voluntary  liability  under  Tovalop  for  any  pollu- 
tion damage. 

The  voluntary  Cristal  scheme  is  enforced  with  the  International  Convention  on 
the  Establishment  of  an  International  Fund  for  Oil  Pollution  Damage  (IFC). 
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The  U.S.  is  one  of  the  countries  that  has  not  ratified  CLC.  As  a  result,  Amoco 
wants  the  court  proceedings  for  damages  from  the  Amoco  Cadiz  spill  heard  in 
France,  one  of  the  signatories  to  CLC. 

Amoco  has  deposited  $816.8  million,  its  CLC  liability,  in  a  French  bank  for 
payment  of  any  claims  in  a  French  court. 

So  far,  none  of  the  plaintiffs  has  moved  its  court  hearings  from  the  U.S.  to 
France. 

Meanwhile,  Amoco  has  set  up  a  $2  million  program  to  study  the  effect  of  the 
Amoco  Cadiz  spill  on  marine  life. 

While  the  court  actions  roll  on,  major  companies  have  to  consider  whether  the 
established  compensation  funds  are  adequate  in  the  light  of  the  Amoco  Cadiz 
disaster.  In  addition,  efforts  are  being  made  to  improve  seamanship,  the  quality  of 
ships  and  navigational  equipment,  and  the  proper  routing  of  vessels  on  dense 
routes. 

But  most  companies  admit  the  most  likely  cause  of  marine  accidents  is  human 
error. 

At  a  London  conference,  marine  pollution  specialist  Ralph  Maybourn,  a  director 
of  British  Petroleum  Tanker  Co.,  pointed  out  that  international  shipping  and  the 
tanker  industry  in  particular  is  in  a  prolonged  depression. 

"We  must  recognize,"  he  said,  "that  operating  standards  are  unlikely  to  rise  until 
profitable  conditions  return.  It  may  even  be  that  standards  will  fall  before  profitable 
conditions  return." 

What's  ahead.  According  to  London  shipping  consultants  H.  P.  Drewry,  the  cur- 
rent pressure  on  tanker  operations  from  higher  fuel  costs  and  the  possibility  of  a 
slump  in  demand  in  the  wake  of  higher  crude  prices  is  unlikely  to  affect  the  long 
term  forecast  of  a  wait  until  1985-87  before  more  buoyant  trading  conditions  return. 

That  is  a  long  time  to  wait  for  better  standards  among  some  of  the  more  hard- 
pressed  tanker  operators. 

As  one  tanker  captain  put  it,  "The  solution  is  in  the  hands  of  the  crude  owners 
and  governments." 

If  companies  declined  to  charter  substandard  ships,  life  would  become  hard  for 
the  "cowboy"  operators. 

And  if  governments  throughout  the  world  implemented  plans  for  inspecting  ves- 
sels regularly,  the  badly  maintained  ship  would  never  leave  harbor  to  become  a 
hazard  on  the  tanker  routes  of  the  world. 


Exxon  Starts  Baltimore  Canyon  Well  Tests 

Exxon  Co.,  U.S.A.  has  begun  tests  at  its  Baltimore  Canyon  wildcat  off  the  U.S. 
East  Coast. 

The  Block  684  hole  was  drilled  to  16,800  ft  by  Global  Marine  Inc.'s  Semi  I  in  414  ft 
of  water.  Drillsite  is  about  9,300  ft  south  of  an  earlier  dry  hole  on  the  block. 

The  other  remaining  canyon  operators— Texaco  Inc.  and  Tenneco  Oil  Exploration 
&  Production — were  drilling  ahead  at  two  sites. 

Texaco's  Block  642  delineation  attempt  was  below  17,006  ft.  Permit  depth  is  19,000 
ft. 

And  20-in.  casing  had  been  set  to  1,050  ft  and  drilling  was  below  1,421  ft  at 
Tenneco's  Wilmington  Canyon  Block  495  wildcat. 

Farther  south  on  the  Southeast  Georgia  Embayment  off  Georgia,  Tenneco  had 
drilled  below  3,750  ft  in  its  Jacksonville  Block  208  wildcat. 

Location  is  in  110  ft  of  water  about  90  miles  southeast  of  Savannah.  Permit  dept 
is  11,000  ft. 

The  Chairman.  Thank  you,  Mr.  Fox. 

Mr.  Fischer,  has  the  State  coastal  zone  management  program 
provided  a  reasonable  and  viable  means  for  making  decisions  and 
recommendations  to  the  Interior  Department  regarding  the  impact 
of  OCS  development  off  California? 

Mr.  Fischer.  Congressman,  the  answer  to  that  is  yes.  And  the 
proof  of  that  answer  lies  in  our  ability  to  evaluate  and  determine 
the  consistency  of  not  only  exploratory  actions,  but  also  such  devel- 
opment proposals  as  the  Shell  Beta  proposal,  which  included  three 
drilling  rigs,  an  offshore  treatment  rig,  and  a  pipeline  onshore  in 
the  San  Pedro  Bay  area.  Our  actions  on  the  lease  sale  48  decision, 
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which  was  made  just  very  recently.  So  the  answer  is  yes,  we  think 

so. 

The  Chairman.  Mr.  Miller. 

Mr.  Miller.  Thank  you,  Mr.  Chairman. 

As  I  understand  the  testimony,  Mr.  Fischer,  your  conclusion  is 
that  you  do  not  find  deficiencies  in  the  current  act  as  written  by 
the  Congress  last  year,  but  you  find  deficiencies  in  how  it  is  being 
carried  out;  is  that  correct? 

Mr.  Fischer.  Yes.  And  it  cited  three  examples.  The  first  is  the 
failure  to  meet  the  criteria  that  the  Lands  Act  requires  in  estab- 
lishing the  5-year  program.  Second  is  the  proceeding  with  lease 
sale  53  over  the  often-stated  objections  of  the  State  of  California 
and  without  the  necessary  information.  The  third  concerns  the 
Federal  Coastal  Zone  Management  Act,  and  that  is  their  failure  to 
apply  the  consistency  determination  to  a  lease  sale. 

Mr.  Miller.  Well,  the  previous  panel  made  up  of  local  officials 
made  much  the  same  case.  I  guess  my  question  is  what  strategy 
does  California  use  now— assuming  that  there  is  widespread  discon- 
tent and  opposition  to  the  lease  sale  53  as  currently  being  pro- 
posed— what  is  the  strategy? 

Ultimately  the  Governor  can  disagree  or  veto  a  production  plan. 
As  you  point  out,  that  is  a  little  late.  And  that  can  obviously  still 
be  overridden  if  there  is  a  finding  of  national  interest  by  whatever 
the  current  administration  is  at  that  point. 

What  is  the  strategy  for  California?  You  just  keep  kicking  and 
screaming,  or  is  there  a  process  as  to  how  you  bring  this  about? 
Obviously  you  did  it  with  Mr.  Kleppe,  where  there  was  the  "meet 
and  confer"  approach  to  local  government,  I  think  I  was  at  the 
meeting  where  he  had  people  in  for  coffee  and  at  that  point  indi- 
cated that  he  met  the  requirements,  and  that  was  the  end  of  it.  So 
I  think  things  have  gotten  better.  But  I  was  just  interested  in  what 
do  we  expect  at  the  Federal  level. 

Mr.  Fischer.  I  think  you  are  seeing  today.  Congressman,  the 
third  of  a  3-part  strategy.  The  first  is  to  keep  our  comrnunication 
links  open  with  Interior,  to  attempt  to  maximize  the  positive  bene- 
fits. I  told  you  that  we  are  pleased  with  most  of  the  ultimate 
decisions  that  the  current  Secretary  is  making,  and  we  are  at- 
tempting to  do  nothing  that  would  prevent  that;  we  want  good 
decisions. 

Then  the  second  is  on  the  procedural  grounds  I  told  you  we 
already  have  a  lawsuit  against  Interior.  We  have  actually  two 
lawsuits.  The  Kleppe  one  is  still  outstanding.  That  one  is  a  proce- 
dural one.  Frankly,  on  the  5-year  leasing  program  that  I  am  com- 
plaining about  in  this  testimony  I  think  our  case  is  good  enough 
that  if  Interior  does  not  respond  to  our  criticism,  I  expect  that  that 
is  one  that  could  be  taken  to  court  eventually.  We  have  made  no 
decision  on  that.  But  certainly  going  to  court  on  procedural 
grounds  is  another  part  of  our  strategy. 

The  third  is  to  be  here  with  you,  letting  you  know  that  we  work 
with  you  and  with  Ms.  Heller  in  putting  together  the  OCS  Lands 
Act  amendments.  We,  too,  feel  committed  to  them.  We  feel  kind  of 
a  pride  of  authorship  as  well.  We  really  feel  good  that  you  continue 
to  feel  that  pride  of  authorship  yourselves.  And  we  wish  to  exert 
through  you  pressure  upon  the  administration. 
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Mr.  Miller.  What  do  you  expect — Mr.  Fox,  you  raised  the  point 
also — what  do  you  expect  your  strategy  to  be  in  terms  of  if  the 
proposed  regulations  on  clean  air  are  continued?  Because  obviously 
there  appears,  from  again  the  previous  witness,  that  there  is  going 
to  be  a  rub  pretty  soon  between  onshore  development,  much  of 
which  will  be  related  to  proposed  offshore  development  that  may 
come  to  a  halt  or  under  severe  restraint  in  terms  of  additional  cost 
and  scheduling. 

What  is  your  statement? 

Mr.  Fox.  I  think  the  basic  problem  we  are  trying  to  alert  the 
committee  to  is  that  the  State  and  the  local  communities  here  have 
different  ideas  as  to  how  this  development  should  take  place,  where 
and  when.  And  I  think  what  we  are  finding  out  is  that  we  are 
dealing  with  Federal  department  officials  in  Washington  who  are 
trying  to  impose  a  development  proposal  on  the  State  which  may 
not  address  the  kind  of  concerns  we  feel  we  have. 

This  State  really  believes  it  can  become  an  oil-exporting  part  of 
the  Nation  in  a  very  short  time.  We  have  more  oil  here  than 
almost  any  other  region  in  the  United  States.  We  feel  we  can  get 
this  stuff  developed.  We  have  plans  now  to  study  with  the  oil 
industry  the  procedures  it  will  take  to  retrofit  our  refineries  to 
process  this  oil  into  cleaner  products.  We  are  trying  to  work  with 
the  industry  on  building  pipelines  to  bring  certain  OCS  areas  into 
production.  We  find  it  almost  always  involves  us  undertaking  a 
direct  dialog  with  the  industry  and  not  with  the  Federal  officials 
involved  here. 

Mr.  Miller.  You  make  an  interesting  point  in  your  testimony. 
And  I  think  that  too  often  people  who  are  concerned  about  how 
procedurally  development  is  taking  place  are  strictly  categorized  as 
being  against. 

You  make  a  point  in  your  testimony  that  you  were  able  to  finally 
work  out  lease  sales  35  and  48  in  basic  agreement  ultimately  with 
the  Department.  What  was  the  bottom  line  difference  between 
projected  production  under  the  sale  as  it  took  place  and  that  which 
you  were  arguing  over  earlier.  Are  we  talking  about  cutting  the 
potential  in  half?  Are  there  great  differences? 

What  are  you  talking  about  in  terms  of  your  bottom  line  on  53? 

You  are  simply  just  opposed  to  the  sale.  Or  are  you  talking  about 
a  plan  that  would  allow  some  priorities  or  development? 

I  think  it  is  important  that  people  understand  that,  because  it  is 
too  easy  to  suggest — maybe  you  are  against  it,  obviously  some  of 
the  previous  witnesses  are  just  slightly  opposed  to  it  off  their 
coasts,  their  segment  of  the  California  coast.  I  think  the  question  is 
what  are  these  differences  when  it  is  all  said  and  done,  and  the 
compromise — what  is  the  experience  on  48? 

Mr.  Fox.  In  lease  sale  48,  I  think  after  you  look  at  the  majority 
of  the  tracts  deleted,  I  would  say  at  least  80  percent  of  the  oil  still 
went  out  for  lease.  And  I  think  as  a  result  of  the  compromising 
that  was  done,  there  was  no  lawsuit  filed  by  the  State  of  California 
against  lease  sale  48.  That  area  is  now  going  to  move  into  produc- 
tion on  strict  time  limits  established  by  State  law. 

I  think  for  lease  sale  53  we  are  saying  they  have  proposed 
development  in  such  a  scale  that  it  is  almost  impossible  not  to 
avoid  some  kind  of  litigation  in  the  future.  Some  group  is  going  to 
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be  so  antagonized  they  will  come  forward.  It  appears  commonsense 
will  dictate  if  you  examine  the  resource  area,  there  is  a  resource 
area  that  could  be  developed  with  existing  technology  which  may 
very  well  minimize  conflict  between  the  OCS  Lands  Act,  the  Clean 
Air  Act,  and  the  Coastal  Management  Act. 

Mr.  Miller.  What  would  your  position  be  that  if  certain  tracts 
were  precluded,  as  were  done  with  48  and  as  have  been  done  to 
date  with  53,  that  does  not  preclude  a  future  review  of  those  tracts 
in  5  or  10  years,  if  the  Department  wants  to  again  have  those  up 
for  nomination?  You  are  not  foreclosing,  once  they  have  been 
taken  off  the  list  they  can  never  be  considered  again? 

Mr.  Fox.  No.  I  think  what  we  are  always  trying  to  say  is  there  is 
going  to  be  so  much  oil  coming  on  line  from  California  in  the  next 
10  years,  from  Kern  County,  from  existing  OCS  production,  and 
from  Alaska,  we  may  have  another  oil  glut  here  on  the  west  coast. 
If  you  are  facing  that  kind  of  a  problem  which  is  more  of  a 
transportation  issue,  as  to  how  to  move  that  oil  to  another  part  of 
the  country  or  export  it  to  Japan,  we  believe  that  that  gives  you 
the  kind  of  time  it  will  take  so  when  you  have  a  sensitive  area  with 
a  lower  resource  and  a  great  deal  of  environmental  risk,  take  the 
extra  time  it  requires.  If  you  have  to  go  back  and  study  it  more,  do 
that.  But  we  believe  right  now  we  are  trying  to  establish  an  overall 
process  to  handle  that.  We  are  not  saying  we  do  not  want  it  to 
happen  per  se. 

Mr.  Miller.  Thank  you. 

Mr.  Fischer.  However,  Mr.  Chairman,  if  I  might  add  in  response 
to  the  last  question,  there  are  areas  offshore  California  which  are 
so  sensitive  that  we  would  prefer  to  have  them  just  removed  from 
the  whole  leasing  consideration,  certainly  from  this  5-year  schedule 
altogether.  And  if  they  were  to  be  placed  into  a  future  5-year 
schedule,  we  would  expect  the  burden  of  proof  to  be  on  whoever 
wanted  to  reach  into  those  areas,  whether  they  are  called  marine 
santuaries,  or  whether  they  are  just  tagged  as  particularly  precious 
places. 

Mr.  Miller.  Thank  you. 

The  Chairman.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Questions  of  Mr.  Fox.  I  am  very  interested  in  your  discussion 
regarding  the  air  pollution  problem,  transporting  OCS  production 
from  the  ocean  onshore.  Particularly  I  was  curious  about  the  un- 
controlled tanker  loading  problems.  I  am  really  surprised,  at  least 
the  impression  I  get  here,  I  am  surprised  to  learn  that  we  have  not 
already  insisted  upon  control  devices  that  are  more  than  adequate 
to  make  sure  that  when  tankers  are  unloading  that  we  are  catch- 
ing that  vapor,  where  that  is  one  of  the  most  cost-effective  means 
of  control  that  our  experts  tell  us  are  available.  Why  don't  we  have 
that,  if  we  don't? 

Ms.  Stamey.  It  depends  on  where  you  are  unloading  the  tankers. 
If  you  are  unloading  at  a  port,  then  yes,  the  controls  are  vital. 
They  do  capture  a  larger  percentage  of  the  organics.  However,  if 
you  are  doing  lightering,  which  I  understand  is  a  possibility  under 
this  lease  sale,  there  is  no  safe  method  to  take  care  of  a  vapor 
recovery  system  between  tankers  that  would  capture  the  organics. 
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That  in  itself  is  going  to  create  an  additional  burden  on  areas 
already  nonattainment  that  the  State  of  California  and  the  dis- 
tricts within  the  State  of  California  are  very  concerned  about. 
Right  now  the  nonattainment  areas  are  under  Federal  sanctions  by 
our  State  implementation  plan,  in  the  process  of  being  submitted  to 
the  Federal  EPA. 

We  do  not  have  a  vehicle  inspection  program.  We  are  worried 
that  with  an  onslaught  of  additional  air  pollutants  into  some  of  our 
nonattainment  areas  that  we  will  not  meet  the  standards,  and  that 
we  will  suffer  even  further  economic  sanctions. 

Mr.  Fox.  There  is  technology  to  control  unloading  of  a  tanker. 
But  there  is  no  certified  safe  method  when  you  load  a  tanker  or 
transfer  oil  from  one  tanker  to  another.  So  of  those  three  events,  so 
far  we  do  not  have  any  certified  system. 

About  a  year  ago  a  tanker  that  was  being  unloaded  in  Los 
Angeles  harbor  blew  up,  which  caused  quite  a  lot  of  concern  down 
there. 

Mr.  Lewis.  Well,  in  your  testimony  you  place  great  emphasis 
upon  tanker  movements.  I  just  automatically  assumed  that  you  did 
not  mean  the  emissions  that  came  from  tankers  moving  across  the 
water. 

Mr.  Fox.  Actually,  one  of  the  great  problems  is  that  the  tankers 
now  have  been  burning  very  heavy  sulfur  bunker  fuel,  fuel  oil,  and 
they  burn  that  oil  both  while  they  are  at  sea  and  also  while  they 
are  in  port.  And  many  times  you  will  have  tankers  brought  into 
San  Francisco  Bay  and  being  maintained  at  a  position  down  off 
San  Francisco  while  they  have  room  to  be  able  to  go  in  and  unload 
or  load  at  a  local  refinery. 

Mr.  Lewis.  You  and  I  both  know  that  one  of  the  great  problems 
we  have  in  this  area  is  the  lack  of  information  regarding  what 
pollutants  mean  anyway.  You  know,  we  first  controlled  backyard 
burners  because  that  was  easy  politically  and  it  turned  out  that  the 
carbon  up  there  helped  absorb  some  problems  that  affect  people's 
health,  and  we  shouldn't  have  controlled  that.  Do  we  really  know 
what  is  happening  with  those  emissions?  Are  they  blowing  inland, 
going  out?  What  kind  of  volumes  are  those  emissions  of  a  negative 
form? 

Ms.  Stamey.  Yes,  we  do. 

Mr.  Lewis.  You  have  tracer  studies  on  that? 

Ms.  Stamey.  We  have  had  several  studies  that  have  been  done. 
There  was  one  submitted  to  the  Department  of  Interior  that  is  a 
compilation  of  15  years'  work,  worth  of  studies,  that  was  done  for 
the  Oil  Resources  Board,  that  shows  that  with  predominant  wind 
flows  in  California  during  the  smog  season,  that  anything  within 
roughly  70  miles  of  the  coast  of  California  will  impact  the  onshore 
areas.  We  do  know  that  the  hydrocarbons  emitted  by  the  ships 
contribute  to  our  oxidant  problem,  which  is  very  serious  here.  The 
oxides  of  nitrogen  emissions  from  the  ships'  combustion  processes 
contributes  to  that  problem  also. 

Mr.  Lewis.  If  you  have  any  data  that  is  relevant  to  existing  ship 
transportation  and  in  turn  any  projections  of  increased  transporta- 
tion if  we  use  ships  rather  than  pipeline,  I  would  be  very  interest- 
ed. 

Ms.  Stamey.  Fine.  We  can  submit  that  for  the  record. 
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[The  information  is  on  file  with  the  committee.] 

Mr.  Lewis.  Mr.  Fox,  you  talked  a  lot  about  what  is  outlined  as  40 
billion  barrels  in  California.  And  the  most  optimistic  estimates  I 
have  heard  were  20  billion  barrels.  Nevertheless,  heavy  crude  you 
must  be  talking  about? 

Mr.  Fox.  Yes. 

Mr.  Lewis.  And  at  best  I  have  heard  speculative  kinds  of  discus- 
sions as  to  our  potential  of  refining  that  heavy  crude  in  a  fashion 
that  is  acceptable  in  terms  of  air  quality,  in  terms  of  from  their 
being  able  to  be  handled  by  our  refineries  that  we  have  for  the 
processing  here.  Do  you  have  a  program  that  specifically  is  de- 
signed to  accelerate  the  tapping  of  that  heavy  crude? 

Mr.  Fox.  We  have  Wade  Rose,  who  is  with  the  Governor's  office, 
also  working  on  that  specific  problem. 

Mr.  Lewis.  I  am  tying  to  that  the  fact  that  some  are  suggesting 
that  the  crude  that  might  be  under  the  OCS  in  California  is  heavy 
crude  as  well.  Although  we  do  not  know  that.  But  some  people  are 
assuming  that. 

Ms.  Rose.  You  are  right.  The  heavy  crude  estimate  for  Kern 
County  runs  anywhere — the  in-place  estimate  runs  anywhere  from 
48  to  38  billion  barrels,  in  that  area.  A  conservative  and  reasonable 
estimate  would  be  40  billion  barrels.  That  is  in  place.  The  econom- 
ics would  dictate  that  6  to  8  billion  barrels  of  that  in-place  oil  is 
now,  can  be  produced  at  today's  prices. 

Mr.  Lewis.  Is  the  industry  demonstrating  that  by  accelerating 
their  activity  towards  producing  that? 

Ms.  Rose.  Yes.  Quite  a  lot.  There  are  over  500  permits  pending 
before  the  Kern  County  Air  Pollution  Control  District  for  steam 
generators.  And  the  permits  pending  right  now  probably  would 
boost  production  by  250,000  barrels  a  day  in  3  years.  Those  are 
current  pending  permits.  There  are  a  great  many  other  permits 
which  the  industry  would  like  to  submit  and  therefore  have  more 
steam  generation.  The  problem  becomes  the  influx  of  heavy  crude 
into  the  California  refining  system.  The  Governor's  office  has  been 
working  with  a  group  of  industry  called  the  ad  hoc  group.  This  is  a 
informal  relationship  between  the  administration  and  the  industry 
to  tackle  oil  production  problems  in  the  State. 

I  have  here  the  first  release  of  a  study  which  is  being  sponsored 
by  this  group,  which  is  on  the  feasibility  of  modifying  all  refineries 
in  California  to  handle  increased  production  of  heavy  crude,  Cali- 
fornia heavy  crude  and  Alaskan  crude.  It  is  a  very  extensive  study. 
It  is  the  only  one  of  its  kind  in  the  Nation.  It  is  an  innovative 
approach  on  the  State's  part  to  deal  with  problems  we  will  be 
dealing  with  in  1985-86. 

I  would  like  to  submit  that  for  the  record  if  the  committee  would 
be  interested.  It  is  not  a  problem  of  building  new  refineries  in 
California.  It  is  a  problem  of  modifying  what  we  currently  have  in 
order  to  handle  the  crude. 

I  also  have  with  me,  and  I  will  submit  this  for  the  record,  the 
description  of  a  project  by  Chaplin  Oil,  which  is  the  modification  of 
their  refinery,  currently  existing  refinery,  in  southern  California. 
And  they  are  specifically  modifying  the  refinery  to  handle  heavy 
crude  oils.  They  will  be  producing  104-octane  unleaded  gasoline, 
they  will  be  producing  desulfurized  distillates,  jet  fuels,  and  syn- 
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thetic  gas,  and  high-quality  coke.  This  is  because  they  are  applying 
the  most  modern  technology  which  is  available. 

Mr.  Lewis.  I  would  be  happy  to  yield. 

The  Chairman.  Mr.  Burton. 

Mr.  Burton.  I  have  a  letter  in  my  office  from  someone  who  is  a 
little  bit  to  the  right  of  me.  That  could  be  anybody.  But  he  repre- 
sents a  series  of  independents.  And  he  was  describing  to  me  a 
refinery  that  I  think  Mohawk  had  going.  He  was  explaining  the 
reasons  that  the  State  was  giving  Mohawk  for  not  giving  them 
some  kind  of  a  permit.  They  seemed  like  the  things  that  Mullin, 
Tommy  Quinn,  and  the  Governor  were  telling  us  in  Washington, 
that  in  effect  they  were  going  to  either  eliminate  or  give  waivers 
for  during  this  time  period. 

Ms.  Rose.  The  Mohawk  refinery  has  been  permitted.  It  is  cur- 
rently under  construction  in  Kern  County. 

Mr.  Burton.  Within  the  last  what?  Couple  of  weeks? 

Ms.  Rose.  Last  year. 

Mr.  Burton.  That  isn't  what  I  am  talking  about  then  obviously. 

Ms.  Rose.  We  have  permitted  the  construction  of  new  refinery 
capacity  of  over  125,000  barrels  a  day. 

Mr.  Burton.  I  was  talking  about  a  specific  one.  Was  there  a 
problem  with  Mohawk? 

Ms.  Rose.  No.  The  air  permits? 

Mr.  Burton.  Yes. 

Ms.  Stamey.  It  was  permitted  some  time  ago,  some  time  last  fall. 

Mr.  Burton.  Wasn't  there  a  problem  because  of  some  air  quality 
problem? 

Ms.  Stamey.  Not  that  I  am  aware  of.  As  far  as  I  know  it  went 
through  fine.  Mohawk  submitted  all  the  information. 

Mr.  Burton.  How  long  ago  was  this? 

Ms.  Stamey.  This  was  a  year  or  so  ago. 

Mr.  Burton.  I  was  talking  to  a  guy  2  or  3  weeks  ago. 

Ms.  Stamey.  Perhaps  it  is  a  different  project. 

Mr.  Burton.  No.  I  think  one  of  the  problems  was  on  a  certain 
day  or  certain  measuring  period 

Mr.  Fox.  Getty  Oil? 

Mr.  Burton.  I  don't  think  it  was  Getty.  I  thought  it  was  Mo- 
hawk, and  it  was  a  problem  with  I  guess  the  air  quality  standards 
on  a  certain  day. 

Do  you  know  the  status? 

Ms.  Rose.  Yes,  there  is  no  problem  with  the  Mohawk  Refinery. 

I  think  what  you  may  be  referring  to  are  air  pollution  problems 
in  Kern  County  and  the  most  symbolic  result  of  the  problems  is 
when  Getty  shut  down  the  62  generators. 

Mr.  Burton.  This  wasn't  Getty.  Was  there  an  air  quality— and  I 
don't  like  to  take  up  the  committee's  time  with  this,  except  I 
wouldn't  mind  getting  credit  for  Friday  coming  before  Saturday. 

Was  there  a  problem  either  resolved  or  on  its  way  to  being 
resolved  because  it  seemed  like  the  type  of  thing  Mullen,  Quinn, 
and  the  Governor  were  talking  about  during  the  crunch  period,  at 
least  giving  some  waivers?  Does  anybody  know  that  much  about  it? 

Mr.  Fox.  The  only  Mohawk  refinery  we  do  know  was  permitted. 
We  will  check  and  try  to  determine  what  other  situation  they  have 
that  may  need  attention.  We  will  get  back  to  you  on  that. 
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Mr.  Burton.  I  will  get  back  to  you. 

Mr.  Lewis.  By  way  of  a  question,  your  testimony  indicates,  I 
think  it  was  you,  Mr.  Fox — I  am  not  sure — that  with  retrofitting 
we  have  the  refining  capacity  to  handle  all  that  that  is  out  there. 
And  I  gather  that  means  the  20  or  40  billion  barrels  as  well,  and 
we  are  going  to  have  a  panel  that  involves  industry. 

I  would  love  to  know  things  like  when  was  the  last  time  we  built 
a  refinery;  what  do  we  say  about  the  need  for  expanded  refining 
capacity? 

Mr.  Fox.  The  basic  thing  that  they  have  told  us  is  that  they  do 
not  want  to  build  new  refineries  in  California.  They  don't  believe 
the  demand  will  be  there.  They  want  to  retrofit  the  refineries  so 
that  they  can  run  the  oil  they  have  available,  which  is  heavier 
sulfur  crude  oil,  from  both  California  and  Alaska,  turn  that  into 
clean  products  and  back  out. 

We  are  trading  in  about  400,000  barrels  a  day  Indonesian  oil.  We 
would  like  to  back  out  that  foreign  oil. 

Mr.  Lewis.  If  we  begin  to  take  that  40  billion  barrels  of  heavy 
crude,  that  has  sulfur,  and  a  lot  of  other  things,  then  I  guess  if  we 
are  going  to  process  that  in  California  rather  than  having  a  glut 
here,  that  probably  our  existing  refining  capacity,  even  retrofitted, 
would  not  handle  that. 

Mr.  Fox.  That  is  right. 

Mr.  Lewis.  If  that  is  true,  my  next  question  is,  What  kind  of 
plans  do  you  have  on  line  in  California  to  stimulate  or  provide 
incentive  for  expanded  refining  capacity  here?  What  kind  of  pro- 
posals do  you  have  for  the  Federal  Government  to  stimulate  refin- 
ing capacity  here,  or  do  we  want  not  to  expand  our  refining  capac- 
ity here? 

Ms.  Rose.  What  would  happen  with  increased  production  in  Kern 
County  would  have  to  be  coupled  with  the  retrofit  of  current  refin- 
ing capacity.  The  result  would  be  the  backing  out  of  imported 
crude  because  the  retrofit  is  aimed  at  the  production  of  a  product 
slate  which  is  environmentally  sound,  which  the  industries  feel  is 
economical. 

Now,  since  Governor  Brown,  the  then  Governor  of  California,  the 
California  refining  capacity  has  expanded  over  135,000  barrels  a 
day. 

Mr.  Lewis.  What  kind  of  percentage  is  that? 

Ms.  Rose.  We  have  a  current  capacity  of  about  2.4  million  bar- 
rels a  day. 

Mr.  Lewis.  That  percentage  is  what? 

Ms.  Rose.  Five  percent. 

Mr.  Lewis.  That  is  1  percent  per  year. 

Ms.  Rose.  Right.  It  is  the  equal  of  a  moderately  sized  refinery. 

Now,  those  have  been  small  projects,  but  they  have  added  up.  We 
are  currently  involved  with  Shell  Oil  Company,  which  has  exten- 
sive retrofit  and  some  expansion  plans  in  Martinez.  But  I  would 
like  to  stress  Mr.  Fox'  point  that  the  industry  has  not  indicated 
that  they  want  to  expand  name-plate  capacity. 

Mr.  Lewis.  Let  me  underline  that  point  because  Mr.  Fox  did 
mention  it. 
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There  are  not  very  many  industries  who  indicated  a  desire  to 
expand  in  California,  period,  because  of  the  Hmitations  placed  upon 
expansion. 

Ms.  Rose.  Our  indications  are  they  don't  want  to  expand  because 
they  don't  feel  the  market  is  there. 

Mr.  Lewis.  The  market  is  probably  definable  by  ability  to  make  a 
profit,  I  suppose. 

Ms.  Rose.  No,  Exxon  was  thinking  about  doing  some  expansion 
in  their  refineries  in  Venetia. 

Mr.  Lewis.  That  takes  me  back.  If  we  are  going  to  tap  this  40 
billion  barrels,  we  have  to  expand  refining  capacity  here,  is  that 
correct? 

Ms.  Rose.  Well,  we  have  to  expand  our  refining  capacity  to 
handle  the  crude,  to  handle  the  heavy  crude. 

We  have  a  limited  capacity  to  handle  the  heavy  crude.  Most  of 
the  refineries  were  built  on  the  assumption  that  we  would  have 
easy  access  to  foreign  low-sulfur  light  crude. 

Mr.  Lewis.  And  we  know  we  don't  have  it. 

Ms.  Rose.  That  has  dried  up  since  the  Iranian  situation.  The 
Alaskan  crude  used  to  be  in  excess  of  450,000  barrels  a  day.  The 
refiners  indicated  to  us  they  could  not  take  any  more.  Now,  that 
has  gone  down  to  250,000  barrels  a  day  and  the  refiners  cannot  get 
enough. 

The  reason  they  indicated  to  us  they  could  not  use  any  more  was 
they  said  they  didn't  have  the  physical  capacity  to  produce  prod- 
ucts. But  it  turns  out  they  do  have  capacity  to  make  acceptable 
economic  products  out  of  heavy  crude. 

Mr.  Lewis.  Mr.  Chairman,  I  think  we  have  a  need  to  get  a 
handle  on  the  hard  data  involved  here. 

It  is  my  guess  that  what  you  are  really  telling  me  is,  if  we  start 
moving  into  refining  heavy  crude  in  California  in  any  volume  at 
all,  very  shortly  we  will  run  out  of  refining  capacity. 

If  that  is  true,  what  I  want  to  know  is,  what  does  the  State  of 
California  have  in  mind  in  terms  of  expanding  refining  capacity; 
what  kinds  of  incentives  to  make  sure  there  is  available  refined 
product  to  Californians  first  and  the  country,  and  in  turn,  what 
recommendations  you  have  for  the  Federal  Government  insofar  as 
California  is  concerned  for  expanding  that  capacity? 

Unless  I  am  wrong,  we  haven't  built  a  new  multiple  kind  of  use 
facility  here  for  well  over  a  decade. 

Ms.  Rose.  Refinery,  yes.  That  is  true.  I  don't  think  industry  sees 
a  need  for  that.  Our  first  step  in  dealing 

Mr.  Lewis.  That  is  because  we  have  been  depending  upon  Iran 
and  other  places  that  we  cannot  depend  on  any  more. 

Mr.  Fox.  Mr.  Lewis,  we  do  not  use  any  Iranian  crude  in 
California. 

Ms.  Rose.  Our  first  step  in  dealing  with  it  is  the  study.  It  is  an 
analysis  of  what  we  are  going  to  have  to  do  and  what  the  cost  is. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Hughes. 

Mr.  Hughes.  No  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  McCloskey. 

Mr.  McCloskey.  Just  to  follow  up  on  what  Congressman  Lewis 
was  asking — one  of  the  reasons  that  the  oil  companies  have  not 
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wanted  to  modify  their  requirement  relates  to  their  knowledge  that 
the  administration  was  considering  the  option  of  shipping  Alaska 
North  Slope  oil  to  Japan,  as  mentioned  in  Mr.  Fox's  testimony. 

The  indication  is  that  the  House  is  going  to  vote  very  strongly  to 
prohibit  the  shipment  of  Alaskan  crude  to  Japan.  That  action  will 
remove  that  particular  concern. 

I  think  the  industry  has  had  every  right  to  anticipate  that  the 
administration  will  argue  that  they  should  be  able  to  ship  Alaskan 
crude  to  Japan  rather  than  refine  it  here  and  to  exchange  that  oil 
with  Iranian  or  Mideast  light  crude. 

There  is  a  second  point,  and  that  relates  to  the  decontrol  of  oil 
prices.  Hasn't  it  been  one  of  the  major  considerations  of  the  indus- 
try that  until  oil  prices  were  decontrolled  they  could  not  afford  to 
modify  their  operations? 

Hasn't  that  been  their  position? 

Mr.  Fox.  Decontrol  helped  them  pay  for  the  equipment  to  pro- 
duce the  oil  and  meet  the  environmental  constraints. 

Second,  they  will  be  able  to  refine  the  oil  and  pass  through  their 
cost  in  putting  the  pollution  equipment  on. 

Mr.  McCloskey.  Are  you  recommending  that  we  decontrol  oil 
prices  today  as  a  part  of  this  strategy  to  allow  California  refineries 
to  be  modified?  Does  the  Governor  have  a  position  on  that? 

Mr.  Fox.  There  is  a  hearing  September  7th  in  Los  Angeles.  There 
has  been  no  position  established  now  by  the  administration. 

Mr.  McCloskey.  Can  you  give  us  any  hint  whether  California 
would  like  us  to  decontrol  oil  prices?  We  are  going  to  have  to  vote 
on  that  issue  next  month. 

Ms.  Rose.  I  think  our  primary  concern  at  this  point  is  the  decon- 
trol of  heavy  crude. 

Mr.  McCloskey.  What  type  of  crude  has  been  decontrolled? 

Ms.  Rose.  Sixteen  degrees.  We  believe  that  that  could  be  a  high- 
er number. 

Mr.  McCloskey.  Twenty-five  degrees?  What  figure  do  you  want 
us  to  try  to  put  into  the  law? 

Ms.  Rose.  Twenty. 

Mr.  McCloskey.  Twenty  degrees. 

Ms.  Rose.  That  is  the  API  figure,  I  believe.  We  concur  with  that. 

Mr.  McCloskey.  Can  we  California  representatives  who  are 
asked  by  you  occasionally  to  increase  the  supply  of  gasoline  for 
California  users,  take  back  to  Washington  that  it  is  your  position 
that  we  should  decontrol  oil  prices  for  California  crude? 

Ms.  Rose.  I  don't  believe  the  Governor  has  made  his  position 
known  on  whether  he  wants  total  decontrol,  but  certainly  we  are 
interested  in  decontrol  of  heavy  crude. 

Mr.  McCloskey.  As  the  Chairman  indicated,  we  will  hold  the 
record  open.  I  hope  we  can  have  a  specific  position  on  those  two 
issues,  decontrol  of  oil  and  shipment  of  California  or  Alaska  crude 
to  Japan. 

I  think  this  record  ought  to  be  explicit  on  those  two  points. 

I  have  a  hard  time  with  your  testimony  as  to  whether  or  not  any 
change  in  the  existing  Outer  Continental  Shelf  law  or  Coastal  Zone 
Management  law  is  appropriate. 
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We  heard  this  morning  from  the  Department  of  Commerce  that 
as  part  of  this  sort  of  moral  equivalent  of  war  the  President  may 
propose  a  tightening  of  the  Coastal  Zone  Management  Act. 

While  he  did  not  give  us  the  precise  definition  of  what  he  pro- 
poses, presumably  it  would  be  to  give  the  Federal  Government  the 
power  to  override  an  adverse  State  decision  or  at  least  to  expedite 
an  appeal  process  where  a  final  decision  was  made. 

Now,  what  is  the  State's  position  on  any  changes  in  the  Coastal 
Zone  Management  Act? 

Do  you  have  any  recommendations  for  it?  You  will  recall  that 
that  act  was  passed  by  this  committee  in  the  House  of  Representa- 
tives, and  it  was  passed  because  of  our  concern  that  unless  we  gave 
a  State  agency  the  ability  to  control  local  government,  local  gov- 
ernments would  succeed  in  destroying  the  California  coastline. 
That  was  the  rationale  for  the  Coastal  Zone  Act,  you  had  to  remove 
land  use  decisions  from  local  government  because  it  was  local 
government  that  represented  the  major  threat  to  the  coastal  zone. 

Now  we  are  faced  with  an  almost  exactly  opposite  position  where 
the  local  governments  have  testified  unanimously  it  is  Federal 
action  that  is  going  to  rape  the  coastal  zone. 

I  would  be  interested  if  you  have  any  recommendations  for  us  to 
change  the  Coastal  Zone  Management  Act.  The  present  language 
would  seem  to  protect  you  absolutely. 

The  language  is: 

Any  federal  agency  which  supports  or  conducts  an  activity  which  may  directly 
affect  a  state's  coastal  zone  must  conduct  such  activity  to  the  maximum  extent 
practicable  in  a  manner  which  is  consistent  with  the  state's  program. 

Now,  your  testimony,  Mr.  Fischer,  is  that  the  procedure  that  the 
Government  is  following  is  certainly  not  to  the  maximum  extent 
practicable  consistent  with  your  federally  approved  plan.  But,  isn't 
the  law  adequate  as  it  now  reads? 

Mr.  Fischer.  Yes,  Congressman  McCloskey. 

We  think  the  law  is  by  and  large  adequate  and  the  State  of 
California's  position  with  regard  to  the  Federal  Coastal  Zone  Man- 
agement Act  is,  "Leave  it  as  it  is." 

It  is  up  for  oversight  and  for  extension  next  year  and  our  princi- 
pal objective  is  to  see  that  it  is  not  eroded. 

We  are  very  enamored  of  the  consistency  provision.  I  suggested 
in  my  testimony  that  perhaps  the  Federal  act,  Coastal  Zone  Man- 
agement Act,  could  be  made  better  if  it  were  to  give  to  someone, 
and  here  I  don't  have  a  specific  suggestion,  the  final  word. 

For  example,  there  is  now  a  serious  difference  between  Interior 
and  ourselves.  The  only  teeth  that  are  in  it,  in  the  current  act,  is, 
okay,  now  the  Secretary  of  Commerce  may  call  a  mediation — not  a 
negotiation,  but  a  mediation  conference.  If  no  mediation  is  success- 
ful, then  the  parties  go  away  dissatisfied,  which  in  this  case  means 
that  Interior  has  the  last  word.  That  is  not  necessarily  a  very 
positive  framework  for  coming  to  a  decision. 

But,  beyond  that,  we  would  very  strenuously  object  to  any  initia- 
tive by  industry  or  by  the  administration  to  weaken  the  consisten- 
cy provision. 

You  have  raised  even  a  greater  specter.  Congressman,  by  saying 
perhaps  the  Federal  Government  could  override  a  local  or  a  State 
decision. 
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The  State  of  California,  for  example,  could  turn  down  a  refinery, 
and  the  Federal  Government  could  then  say,  regardless  of  what 
you  say,  it  is  now  approved.  That  is  done  very  infrequently. 

Mr.  McCloskey.  We  are  facing  that  precise  question  in  the  Con- 
gress. 

In  the  matter  of  disposable  nuclear  waste,  the  Chairman  of  the 
Nuclear  Regulatory  Commission  said  the  only  way  we  will  solve 
the  problem  is  by  a  Federal  preemption.  When  you  talk  about  a 
war,  the  war  powers  have  always  included  a  provision  that  if  the 
Federal  Government  was  engaged  in  a  war,  it  could  condemn  an 
area  for  a  military  base.  That  is  precisely  the  issue  in  front  of  us 
now — whether  a  national  emergency  justifies  Federal  preemption. 

The  OCS  Act  does  permit  Federal  overriding  of  a  State  decision 
because  we  are  talking  about  the  3  miles  off  shore. 

Let  me  go  back  to  your  testimony  Mr.  Fox.  It  was  intriguing  to 
me.  You  indicated  that  it  would  be  very  helpful  to  the  California 
Coastal  Zone  if  whatever  offshore  drilling  is  done  is  handled  by 
pipeline  rather  than  offloading  into  lighters  or  tankers.  You 
stressed  that  point. 

Mr.  Fox.  Yes,  sir. 

Mr.  McCloskey.  Could  we  attach  to  any  future  lease  proposal 
the  requirement  that  the  quantity  of  oil  that  is  going  to  be  devel- 
oped be  economically  large  enough  to  require  pipelines?  Has  your 
experience  given  you  any  indication  of  what  is  an  economically 
large  enough  amount  of  oil  so  a  pipeline  would  be  feasible  rather 
than  tankers? 

Mr.  Fox.  There  is  a  study  being  done  in  Santa  Barbara  attacking 
that  very  issue,  to  try  to  devise  how  to  get  the  Federal  Government 
and  the  industry  to  build  an  onshore  pipeline  from  Santa  Barbara 
County  to  Los  Angeles. 

We  are  not  sure  exactly  how  much  volume  of  oil  it  would  take.  It 
appears  the  resource  we  now  have  in  Santa  Barbara  would  be 
sufficient  enough  to  make  that  economic  justification,  but  the 
major  problem  we  have  is  that  since  there  is  very  little  information 
at  this  time  as  to  the  exact  extent  of  the  recoverable  resource, 
industry  is  very  unwilling  to  commit  itself  to  building  a  pipeline 
system. 

Mr.  McCloskey.  But  you  see  there  again  we  are  faced  with  a 
choice.  One  of  the  witnesses  earlier  today  said  we  ought  to  have 
the  Government  do  the  exploration  rather  than  the  private  compa- 
nies. But  our  experience  with  that  in  Alaska  is  that  the  Govern- 
ment doesn't  do  it  very  well  and  it  is  a  lot  cheaper  and  a  lot  more 
productive  to  let  the  private  companies  do  the  exploration. 

If  they  are  going  to  do  the  exploration,  then  the  only  way  to 
accomplish  that  is  through  our  current  mechanism  of  a  lease  sale.  I 
take  it  that  the  State  agrees,  exploration  ought  to  be  done  by 
private  companies,  not  the  Government.  Am  I  correct? 

Mr.  Fox.  Yes,  sir. 

Mr.  McCloskey.  That  is  the  statement? 

Mr.  Fox.  Yes,  sir. 

Mr.  Miller.  If  you  would  yield  on  that  point.  I  think  under  the 
existing  Federal  law  we  have  the  ability  to  attach  the  requirement 
that  the  oil  be  brought  onshore  by  pipeline.  But  I  think  one  of  the 
things,  you  have  got  to  make  that  decision  relatively  soon  because 
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you  cannot  tell  that  to  the  companies  after  they  have  invested 
millions  of  dollars  to  go  out  and  to  explore  and  develop  and  get 
ready  to  produce  and  then  say,  "Now,  we  want  you  to  bring  it 
ashore  by  pipeline." 

The  bids  would  be  different.  The  attractiveness  of  the  various 
tracts  would  be  changed  dramatically  if  the  collector  system  had  to 
be  by  pipeline,  and  that  decision  can  be  made  by  the  Secretary,  but 
it  has  to  be  made  early. 

So,  when  they  bid  on  the  tracts,  some  tracts  that  they  were 
planning  on  bidding  on  that  they  could  bring  ashore  by  tanker 
would  be  precluded,  and  that  would  have  to  wait  for  a  higher  price 
of  oil  or  a  different  technology. 

So  I  agree  with  you  but  it  is  something  that  has  to  be  done  at  the 
front  end,  so  the  companies  know  what  they  are  bidding  on. 

Mr.  McCloskey.  But  there  is  still  time  with  respect  to  lease  sale 
53  to  impose  a  pipeline  requirement.  Your  testimony  is  to  the 
effect  that  thus  far  the  Secretary  of  Interior  hasn't  been  very 
supportive  with  respect  to  your  suggestion,  as  he  was  on  lease  sale 

48. 

On  lease  sale  48  you  recommended,  and  he  agreed  that  there 
should  be  a  pipeline  collector. 

Mr.  Fox.  Yes. 

Mr.  McCloskey.  Your  hope  is  to  do  that  in  this  area.  Do  we  have 
enough  data  in  the  committee  record  so  that  our  report  of  these 
hearings  can  make  the  specific  recommendation,  that  if  lease  sale 
53  goes  ahead  transportation  should  be  by  pipeline,  as  you  were 
able  to  do  in  southern  California,  or  are  the  geographical  circum- 
stances different  and  would  not  permit  it? 

Mr.  Fox.  If  it  would  be  possible,  we  would  like  to  keep  the  record 
open  to  be  able  to  submit  the  ad  hoc  industry-State-local  govern- 
ment working  group  in  Santa  Barbara  County  working  on  this  very 
issue.  This  works  so  well  because  we  were  able  to  communicate  to 
both  Chevron  and  Shell  2  years  ago  if  they  would  utilize  onshore 
pipelines  they  would  not  have  the  same  kind  of  problems  other 
companies  have  experienced  because  of  this  head-on  conflict  be- 
tween the  different  requirements,  between  the  Clean  Air  Act  and 
the  OCS  Lands  Act. 

Anything  you  can  do  to  help  us  get  the  information  to  the 
industry  early  enough  in  their  design  process  is  of  great  benefit. 
There  may  be  a  higher  cost  to  pay  in  the  end,  but  I  think  that  is  a 
choice  which  the  consumer  in  this  State  is  going  to  have  and  the 
Nation  is  going  to  have  to  accept. 

Mr.  McCloskey.  Do  you  have  any  specific  recommendation  as  to 
how  we  resolve  the  Clean  Air  Act  conflict  whether  the  lead  agency 
be  EPA  or  the  Department  of  Interior? 

Mr.  Fox.  The  Ninth  Circuit  Court  of  Appeals  has  held  in  a 
lawsuit  in  which  Exxon  sued  EPA— EPA  filed  a  notice  of  determi- 
nation of  the  Clean  Air  Act  applied  to  their  facility  and  that  they 
had  to  get  a  permit  from  EPA.  At  the  same  time  Mr.  Miller's 
language  in  the  OCS  amendment  stated  that  as  part  of  the  regula- 
tory responsibility  of  the  Interior  he  was  to  insure  no  adverse 
impact  from  OCS  operations  onshore. 
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Mr.  McCloskey.  When  the  court  gets  involved,  Congress  has  the 
abihty  to  resolve  it.  Do  you  have  any  recommendation  as  to  how 
we  resolve  the  clean  air  standards  conflict? 

Mr.  Fox.  We  believe  that  the  Clean  Air  Act  should  be  made 
applicable  to  the  OCS.  That  if  a  product  is  going  to  have  an  impact 
onshore,  you  should  not  have  a  different  set  of  permitting  require- 
ments or  different  standards  existing.  That  project  should  be  con- 
sistent with  the  State's  program  under  the  Clean  Air  Act.  It  should 
be  consistent  with  the  SIP  for  that  area.  Otherwise,  as  testified 
here  this  morning  by  Mr.  Reynolds,  you  are  going  to  have  an 
unavoidable  impact  in  which  other  industries,  other  residences 
onshore  are  going  to  have  to  overcome  that  adverse  impact. 

Mr.  McCloskey.  Finally,  the  nub  of  your  testimony  seems  to  be 
that  if  what  happened  in  lease  sale  48  would  be  pursued  here,  you 
would  have  no  objections.  We  have  a  year  now  for  this  procedure  to 
unfold,  and  you  now  state  specifically  that  the  Department  of 
Interior  should  do  what  it  did  on  lease  sale  48. 

Mr.  Fox.  The  problem  of  the  air  quality  rights,  the  draft  regula- 
tions have  come  out;  you  have  seen  the  letter  sent  by  several 
members  of  the  California  delegation.  We  don't  agree  with  the  way 
those  regulations  are  being  written. 

Mr.  McCloskey.  But  you  have  input  into  the  process. 

Mr.  Fox.  We  had  input  into  the  process.  We  put  our  input  in. 
The  regulation  came  out.  We  totally  disagree  with  their  entire 
structure.  Now  we  are  waiting  to  see  what  the  response  is. 

Mr.  McCloskey.  I  think  if  you  will  provide  the  California  delega- 
tion with  precisely  what  you  would  like  us  to  say,  we  can  give 
input  to  the  Department  of  Interior. 

Mr.  Fischer.  Our  message  on  53  would  be  to  drop  it,  Congress- 
man. 

Mr.  McCloskey.  But  you  know,  the  problem  that  I  have  with 
that — and  let  me  be  blunt  about  it.  A  few  months  ago  the  Califor- 
nia delegation  was  battling  to  get  California  at  least  a  somewhat 
larger  share  of  gasoline.  However,  the  way  we  are  viewed  as  a 
State  in  Washington  and  by  our  other  48  States  is  that  we  are  a 
State  that  won't  accept  the  burning  of  coal;  we  are  a  State  that  will 
not  accept  LNG  facilities  on  our  coast;  we  are  a  State  that  wouldn't 
let  the  Sohio  pipeline  go  through;  we  are  a  State  that  has  put  extra 
emission  devices  on  our  cars  making  them  less  efficient.  These 
measures  taken  together,  puts  the  California  delegation  in  a  fairly 
difficult  position  to  say  "Give  us  more  gasoline." 

Mr.  Fischer.  But  it  need  not.  I  understand  that  perception  all 
too  often  is  reality  but  that  perception  is  wrong. 

Mr.  Reynolds,  the  Chairman  of  the  pipeline  working  group  that 
has  been  referred  to,  has  passed  this  report  on  to  me.  I  would  like 
to  hand  it  to  you  for  your  record  and  use  it  as  something  to  glue 
together  your  two  themes. 

First  is  the  theme  of  fear  of  Federal  preemption. 

The  second  one  is  how  about  pipelines  to  minimize  the  environ- 
mental effects  of  offshore  production.  We,  as  a  State,  are  ready  to 
take  initiating  action  to  recommend  the  construction  of  a  pipeline 
in  the  western  Santa  Barbara  Channel  and  to  urge  that  that  pipe- 
line be  built  so  that  more  oil  can  be  brought  into  production 
quickly. 
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We  are  a  State  that  is  committed  to  safe  environmental  sensitive 
development  of  our  OCS. 

Mr.  McCloskey.  You  are  going  beyond  that.  The  people  of  Cali- 
fornia are  saying  that  the  areas  offshore  of  California,  beyond  the 
3-mile  limit,  which  are  Federal  property  and  belong  to  all  of  the 
people  of  the  United  States,  should  not  be  developed. 

Mr.  Fischer.  In  the  frontier  area  of  northern  California,  not  in 
the  area  below  Point  Conception. 

Mr.  McCloskey.  It  is  easy  to  say  there  may  not  be  some  drilling, 
and  it  is  easy  to  say  it  shouldn't  be  in  ship  channels.  But  when  the 
man  from  Santa  Barbara  says  he  would  prefer  drilling  platforms  to 
ships  as  a  risk  to  the  coastline  of  California,  it  is  hard  to  say  there 
shall  be  no  drilling  at  all. 

Mr.  Fischer.  And  we  don't  say  that,  except 

Mr.  McCloskey.  But  you  say  "Drop  lease  sale  53  entirely,"  isn't 
that  what  you  are  saying? 

Mr.  Fischer.  No,  I  don't  think  so.  As  a  matter  of  fact,  agam 
below  Point  Conception  is  where  most  of  the  oil  is.  That  is  where 
oil  is  now  being  produced.  That  is  where  the  Coastal  Commission 
and  the  State  of  California  is  approving  oil  development. 

Mr.  McCloskey.  So  that  portion  of  lease  sale  53  below  Point 
Conception  you  would  accept. 

Mr.  Fischer.  There  is  no  part  of  53  below  Point  Conception. 
There  is  a  part  of  53  that  is  just  above  Point  Conception.  If  you 
look  at  the  last  page  of  my  testimony,  it  has  a  map.  That  is  where 
the  largest  possible  amount  of  petroleum  reserve  exists.  It  is  con- 
ceivable that  everyone  would  say,  "Well,  all  right,  that  is  a  possible 
location  for  expanding  development,  north,  around  the  elbow  of  the 

state." 

If  you  were  to  follow  your  suggestion,  Congressman,  and  say 
those  basins  which  could  be  developed  by  pipeline,  economically, 
feasibly,  you  would  probably  be  limiting  53  to  that  one  set  of  tracts, 
to  the  402  million  barrels,  that  would  probably  be  economically 
feasible  to  deliver  by  pipeline.  The  rest  of  it,  probably  not. 

Mr.  McCloskey.  Thank  you.  I  understand  your  testimony.  I  want 
to  thank  you  as  I  thanked  the  county  people  earlier.  I  think  we 
assure  you  that  the  law  will  not  suddenly  be  changed. 

Mr.  Fischer.  Thank  you.  That  is  very  important  to  us. 

The  Chairman.  Thank,  you,  gentlemen. 

Our  next  panel  consists  of  Mr.  Spaulding,  Mr.  Silcox,  Mr.  Ogle, 
Mr.  Norton,  and  Dr.  Straughan.  Please  proceed. 

INDUSTRY  PANEL-A.  O.  SPAULDING,  VICE  PRESIDENT,  GENER- 
AL MANAGER,  WESTERN  OIL  &  GAS  ASSOCIATION;  JOHN  SIL- 
COX, GENERAL  MANAGER,  EXPLORATION,  CHEVRON  OIL  CO.; 
BURDETTE  A.  OGLE,  PRESIDENT,  OGLE  PETROLEUM;  CRAIG 
NORTON,  PRESIDENT,  MONTEREY  DRILLING  CO.,  VICE  PRESI- 
DENT, INTERNATIONAL  ASSOCIATION  OF  DRILLING  CON- 
TRACTORS; AND  DR.  DALE  STRAUGHAN,  ALAN  HANCOCK 
FOUNDATION,  UNIVERSITY  OF  SOUTHERN  CALIFORNIA 

Mr.  Spaulding.  Good  afternoon,  Mr.  Chairman.  My  name  is  Art 
Spaulding.  I  run  the  Western  Oil  &  Gas  Association. 

I  must  apologize  to  you  at  the  outset  for  the  late  arrival  of  the 
prepared  statements  by  the  members  of  this  panel,  but  circum- 
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stances  beyond  our  control  just  made  it  impossible  to  get  those  to 
you  any  earlier. 

I  would  just  like  to  summarize  my  testimony  by  saying  that  the 
Western  Oil  &  Gas  Association  has  been  around  for  70  years.  We 
are  the  oldest  petroleum  industry  trade  association  in  the  country. 
Our  members  are  made  up  of  the  very  large  companies,  as  well  as 
the  very  small  companies. 

Not  surprisingly,  we  have  a  very  keen  interest  in  OCS  sale  53,  as 
we  have  had  in  earlier  sales. 

Now,  in  response  to  your  letter  and  invitation  on  August  8 
asking  for  testimony  on  certain  issues  and  concerns,  we  have  as- 
sembled a  panel  for  you  here  this  afternoon  consisting  of  a  gentle- 
man representing  a  very  large  company;  a  gentleman  representing 
an  independent  operator,  also  interested  in  off-shore  operations; 
Mr.  Craig  Norton,  who  is  also  very  much  concerned  in  these  mat- 
ters— he  is  in  the  drilling  business  and  has  been  all  of  his  life — and 
finally  Dr.  Straughan,  of  the  University  of  Southern  California, 
who  has  a  very  large  amount  of  information  concerning  environ- 
mental matters. 

Now,  Mr.  John  Silcox,  who  is  a  geologist  and  manager  of  explora- 
tion  in  the  western   region   for  Chevron   USA,   will   speak  first. 

Statement  of  Arthur  O.  Spaulding,  Vice  President  and  General  Manager, 

Western  Oil  &  Gas  Association 

Good  morning  Mr.  Chairman  and  Members  of  the  Select  OCS  Committee.  My 
name  is  Arthur  O.  Spaulding  and  I  am  Vice  President  and  General  Manager  of  the 
Western  Oil  and  Gas  Association  with  headquarters  in  Los  Angeles,  California.  My 
purpose  in  being  here  today  is  to  act  as  chairman  of  a  panel  of  petroleum  industry 
experts  who  will  furnsh  you  with  testimony  with  regard  to  matters  of  interest  to 
you,  as  specified  in  your  letter  of  August  8,  1979,  and  to  provide  introductory 
remarks  related  to  our  Association  and  OCS  Sale  No.  53. 

To  begin  with,  the  Western  Oil  and  Gas  Association  is  a  petroleum  industry  trade 
group  incorporated  in  California  approximately  70  years  ago  to  conduct  industry- 
wide business  and  affairs  in  the  Western  United  States,  including  Alaska  and 
Hawaii.  We  have  nearly  100  members  ranging  in  size  from  the  very  largest  compa- 
nies like  Exxon  and  Standard  Oil  of  California  (Chevron)  to  small  individual  opera- 
tors like  Graner  Oil  Company  and  Manley  Oil  Company.  All  of  our  members  are 
engaged  directly  in  one  or  more  phases  of  the  oil  and  gas  business. 

From  the  very  outset  of  offshore  petroleum  operations  along  the  West  Coast,  our 
Association  has  been  active  in  promoting  the  search  for  new  discoveries  of  hydrocar- 
bons. Abundant  oil  and  gas  supplies  have  become  the  cornerstone  of  economic 
progress  in  the  United  States  and  the  need  for  new  domestic  petroleum  reserves  of 
whatever  magnitude  is  presently  indisputable.  OCS  Sale  53  offers  further  and 
relatively  attractive  opportunities  for  providing  the  United  States  with  additional 
energy  at  no  great  environmental  risk. 

In  your  August  8  letter,  you  recite  your  wish  to  hear  testimony  on  such  issues  as: 
(1)  The  Department  of  Interior's  5-year  leasing  schedule;  (2)  The  consequences  of 
early  exploration  in  frontier  areas;  (3)  Environmental  base  line  studies;  (4)  Shipping 
and  navigational  requirements;  (5)  Safety  regulations;  (6)  Federal-State  relations;  (7) 
Production  schedules;  (8)  Jurisdictional  problems;  and  (9)  Permitting  procedures. 

Here  to  describe  the  petroleum  industry's  views  on  these  and  other  pertinent 
matters  are: 

(1)  Mr.  John  H.  Silcox,  General  Manager  of  Exploration,  Chevron,  U.S.A.,  West- 
ern Region;  (2)  Dr.  Dale  Straughan,  Hancock  Foundation  of  the  University  of 
Southern  California;  (3)  Mr.  Craig  Norton,  President  of  Monterey  Drilling  Company 
and  Vice  President  of  International  Association  of  Drilling  Contractors;  (4)  Dr. 
Burdette  A.  Ogle,  President  of  Ogle  Petroleum,  Inc. 

With  respect  to  our  comments  on  shipping  and  navigation  we  foresee  no  conflict 
among  offshore  exploration,  drilling  and  producing  operations  and  shipping.  The 
U.S.  Coast  Guard  advises  that  it  is  considering  a  vessel  traffic  system  between  the 
Golden  Gate  and  the  Oregon  border.  Although  we  do  not  believe  that  the  number  of 
ships  transiting  this  area  warrants  a  formal  vessel  traffic  system  or  sea  lanes,  we 
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are  confident  that  the  Coast  Guard  will  locate  any  such  system  seaward  of  the 
proposed  OCS  leases.  At  the  present  time,  many  of  the  larger  shipping  companies 
are  asking  their  masters  to  move  their  track  farther  offshore  than  the  conventional 
shipping  lanes.  There  is  a  good  reason  for  this,  in  that  the  prevailing  current  set  is 
to  the  shore  on  this  coast  and  a  disabled  vessel  would  be  in  a  much  safer  position 
the  greater  the  distance  from  the  shore  line.  In  short,  tank  vessel  operators  recog- 
nize the  importance  of  developing  new  sources  of  domestic  oil  and  gas.  They  appreci- 
ate that  the  OCS  is  a  fertile  hunting  ground  and  are  in  full  support  of  proposed  OCS 
Sale  53. 

STATEMENT  OF  J.  H.  SILCOX,  GENERAL  MANAGER, 
EXPLORATION,  CHEVRON,  U.S.A.,  INC. 

Mr.  SiLCOX.  Thank  you,  Art. 

Chairman  Murphy,  members  of  the  committee,  thank  you  for  the 
opportunity  to  once  again  appear  before  you  to  discuss  the  very 
vital  issue  of  domestic  offshore  exploration,  specifically  OCS  sale 
53. 

I  would  first  like  to  offer  a  few  comments  with  respect  to  imple- 
mentation of  Public  Law  95-372,  the  OCS  Lands  Act  amendments, 
which  I  understand  is  the  major  concern  of  your  committee.  Fol- 
lowing this  I  will  comment  directly  on  sale  No.  53,  after  which  I 
will  be  pleased  to  respond  to  any  questions  you  may  have. 

During  the  debates  which  preceded  and  accompanied  enactment 
of  Public  Law  95-372,  we  were  assured  by  many  authorities,  includ- 
ing Secretary  Andrus,  that  this  law  would  resolve  the  conflicts 
surrounding  OCS  development,  put  an  end  to  litigation  and  other 
delaying  tactics,  and  enable  the  Nation  to  proceed  expeditiously 
with  development  of  urgently  needed  offshore  oil  and  gas. 

As  you  well  know,  this  has  not  proved  to  be  the  case,  despite  the 
fact  that  the  law  and  implementing  regulations  bend  over  back- 
ward to  accommodate  environmental  concerns  and  local  and  re- 
gional interests. 

In  our  view  this  malaise,  which  is  eating  away  the  vitals  of  our 
Nation's  offshore  program,  has  three  principal  causes. 

First,  there  are  complications  inherent  in  the  act  which  unneces- 
sarily impede  and  delay  effective  offshore  resource  development. 
This  condition  is  further  exacerbated  by  conflicts  of  provisions  of 
this  law  with  those  of  the  Coastal  Zone  Management  and  Marine 
Sanctuaries  Acts  of  1972,  and  regulations  implementing  the  latter. 
Without  going  into  tedious  detail,  let  me  briefly  summarize  a  few 
of  these  problems. 

Public  Law  95-372  designates  all  off-shore  areas  except  the  Gulf 
of  Mexico  as  frontier  areas,  thereby  imposing  additional  require- 
ments in  terms  of  enviornmental  impact  studies  and  development 
planning.  These  are  time-consuming  and  costly  requirements. 

In  the  case  of  the  Santa  Barbara  Channel  and  outer  San  Pedro 
Bay,  where  over  3,500  offshore  wells  have  been  drilled,  and  produc- 
tion has  continued  since  the  early  1900's,  we  feel  this  designation  is 
entirely  unnecessary  and  in  appropriate. 

Conflicts  between  Public  Law  95-372  and  other  legislation  pres- 
ently being  implemented  are  highlighted  by  the  current  claim  that 
the  mere  announcement  of  intent  to  hold  an  OCS  sale  requires  a 
"consistency  certification"  with  an  adjoining  State's  coastal  man- 
agement plan. 
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In  view  of  the  extensive  coordination  of  planning  by  the  DOI 
with  concerned  States  as  required  under  the  act,  we  regard  this 
argument  as  only  another  needless  effort  to  further  delay  and 
thwart  OCS  development. 

Your  committee  could  well  serve  the  public  interest  by  resolving 
this  issue  so  that  OCS  sales  could  proceed  as  scheduled.  However, 
the  act  clearly  calls  for  "consistency  certification"  with  state  coast- 
al zone  management  programs  for  exploratory  wells,  even  though 
these  may  be  sited  in  a  proven  and  well-known  developing  province 
such  as  the  Santa  Barbara  Channel. 

An  additional  very  serious  and  expanding  problem  has  arisen  in 
connection  with  the  marine  sanctuaries  program  under  the  act  of 
1972.  In  virtually  every  instance  where  OCS  development  is  being 
considered  or,  in  some  cases,  is  actually  underway,  we  are  now 
confronted  by  marine  sanctuary  proposals  of  enormous  proportions. 

These  threaten  to  preclude  exploration  and  development,  or  im- 
pose such  regulatory  overkill  as  to  make  these  efforts  uneconomic. 

These  are  just  two  examples  of  problems  resulting  from  laws 
establishing  conflicting  authorities  in  the  OCS  region.  As  long  as 
these  interagency  competitions  for  supremacy  of  the  seas  continue, 
opportunities  for  OCS  development  correspondingly  diminish. 

We  believe  these  conflicts  must  be  resolved,  and  soon,  otherwise 
our  OCS  development  program  will  continue  to  founder  as  our 
energy  crisis  worsens. 

You  might  be  interested  in  knowing  that  just  in  case  the  marine 
sanctuaries  consistency  requirements  and  other  pending  roadblocks 
should  fail  to  paralyze  oil  and  gas  activities  in  the  Santa  Barbara 
Channel,  the  antiresource  development  groups  are  now  proposing  a 
Channel  Islands  national  park  to  be  embraced  by  a  15-mile  ex- 
cluded belt.  This  would  have  the  effect  of  denying  the  Nation  a 
major  part  of  the  resources  already  discovered  or  to  be  discovered 
in  this  oil-rich  province. 

The  second  issue  which  bears  adversely  on  the  effectiveness  of 
our  off-shore  program  is  regulatory  overkill.  This  is  becoming  al- 
most a  standard  modus  operandi  of  concerned  agencies. 

Whether  this  is  the  result  of  misinterpretation  of  the  laws  in 
question,  the  lack  of  individuals  with  petroleum  operations  experi- 
ence in  the  agencies,  overzealous  administration,  or  agency  person- 
nel opposed  to  OCS  development,  I  cannot  say. 

But  the  consequences  are  clear:  Further  delays  in  OCS  develop- 
ment, increased  costs  to  industry  and  the  public,  excessive  adminis- 
trative expense  and,  in  some  cases,  outright  inability  to  effectively 
explore  or  develop  OCS  areas. 

We  strongly  endorse  the  findings  of  your  committee  with  respect 
to  regulatory  implementation  of  the  act  as  expressed  in  your  letter 
to  Secretary  Andrus  of  July  9,  1979.  We  are  particularly  concerned 
about  having  to  be  responsive  to  both  the  DOI  and  DOE  with 
respect  to  due  diligence,  and  about  facing  multiple  penalties  or 
obligations  beyond  those  prescribed  by  the  act  in  this  regard.  Mis- 
application of  the  lease  suspensions  and  cancellation  clauses  of  the 
act  is,  of  course,  a  matter  of  great  concern  to  us. 

Currently  we  are  confronted  by  proposed  regulations  which  may 
require  us  to  model  an  entire  air  basin  for  the  drilling  of  a  single 
exploratory  well.   To  undertake  this  time-consuming,  theoretical 
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procedure  for  a  single,  isolated  and  fleeting  event,  which  produces 
an  insignificant  amount  of  air  pollution,  is  a  needless  and  unwar- 
ranted requirement. 

We  believe  the  cultural  and  archeological  surveys  required  in 
connection  with  our  operations  are  a  fruitless  and  costly  burden. 
About  700  such  surveys,  costing  in  excess  of  $16  million,  have  been 
performed  to  date  without  recording  a  single  find. 

Hitherto  we  have  been  required  to  perform  these  surveys  in 
water  depths  of  450  feet  or  less,  based  on  historical  lowerings  of  sea 
level.  Instead  of  deleting  or  diminishing  this  requirement,  the  Los 
Angeles  office  of  the  BLM  now  proposes  to  increase  the  require- 
ment to  include  areas  with  water  in  excess  of  1,000  feet  deep.  Such 
areas  were  never  above  sea  level  and  any  flotsam  found  at  these 
depths  would  be  unrecoverable. 

I  have  just  been  informed  the  BLM  reversed  their  decision,  re- 
turning to  the  former  standard.  But  this  attempt  to  intensify  an 
already  needless  and  wasteful  regulation  typifies  much  of  the  bu- 
reaucratic overkill  currently  crippling  resource  development. 

These  costly  and  unproductive  requirements  should  be  eliminat- 
ed. 

Lastly,  I  must  mention,  with  some  regret,  what  is  probably  the 
major  cause  of  our  Nation's  faltering  offshore  resource  program.  It 
is  simply  the  unwillingness  of  environmentalist  and  local  govern- 
ment opponents  of  OCS  development  to  accept  in  good  faith  the 
extensive  protection  and  local  interest  consideration  provided 
under  the  amended  act. 

Industry  has  been  making,  and  will  continue  to  make,  every 
effort  to  comply  with  the  complex  and  stringent  requirements  of 
the  act.  But  in  a  frenzy  of  parochialism,  environmentalist  and  local 
opposition  to  OCS  sales,  exploration,  and  development,  continues 
unabated,  as  evidenced  by  the  fetish  for  citizen  suits  opposing  sales. 

This  calloused  determination  to  thwart  our  Nation's  effort  to 
work  our  way  out  of  our  energy  dilemma  no  longer  appears  to  be 
issue  oriented,  if  indeed  it  ever  was.  Rather,  it  is  an  emotional 
expression  of  intense  provincial  self-interest. 

In  our  view,  only  strong  policy  decisions  and  firm  leadership  at 
the  national  level  can  resolve  this  problem.  Amendments  to  exist- 
ing coastal  zone  management  law,  strengthening  accommodation  of 
energy  development  in  the  national  interest  are  sorely  needed. 

I  would  now  like  to  comment  briefly  on  sale  53.  The  bulk  of  our 
specific  comment  will  be  presented  by  my  colleagues  on  the  panel. 

As  you  know,  there  are  only  five  scattered  areas  along  the  Cali- 
fornia coast  being  considered  for  this  sale.  These  comprise  about 
one-seventh  of  the  area  nominated  by  industry  and,  based  on  past 
experience,  probably  less  than  half  these  tracts  will  be  leased.  So, 
we  are  considering  a  sale  of  very  modest  proportions  relative  to  the 
gross  area  involved. 

The  sale  No.  53  region  has  already  experienced  one  cycle  of 
exploration  during  which  20  wells  were  drilled.  Most  of  these  wells 
had  oil  shows  but  were,  in  terms  of  today's  knowledge  and  technol- 
ogy, inadequately  evaluated. 

Drilling  in  this  region  in  the  midsixties  encountered  no  signifi- 
cant problems,  and  there  were  absolutely  no  untoward  incidents  or 
unfavorable  environmental  impacts,  even  though  these  wells  were 
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drilled  under  much  less  stringent  regulation  and  by  much  less 
sophisticated  equipment. 

It  is  against  this  background  that  we  must  consider  the  present 
rather  lengthy  list  of  objections  to  sale  53.  My  company,  and  I  am 
sure  others,  have  already  submitted  comment  to  your  staff  relating 
to  virtually  every  objection  we  have  heard,  and  I  will  not  tediously 
review  each  of  these  today. 

Rather,  I  would  like  to  focus  upon  what  appear  to  be  the  major 
issues,  and  upon  the  strategies  being  employed  by  opponents  of  the 
sale,  and  the  consequences  these  portend  for  our  Nation's  energy 
posture. 

As  a  resident  of  Marin  County  I  am  not  surprised  that  perhaps 
the  most  vocal  body  of  opposition  to  sale  53  has  developed  in  this 
area.  We  have  only  recently  recovered  from  the  devastating  effects 
of  a  severe  drought. 

The  same  no-growth  elements  of  the  population  that  occupied 
seats  on  the  water  boards,  and  otherwise  assured  the  public  that 
all  was  well,  are  most  likely  leading  the  opposition  to  northern 
California  oil  and  gas  opportunities. 

Marin  County  was  saved  by  a  water  pipeline  from  Mr.  Miller's 
district  to  Mr.  Burton's  district  across  the  Richmond  Bridge.  But 
there  will  be  no  pipeline  if  our  foreign  sources  of  oil  are  cut  off. 

The  State,  by  its  refusal  to  permit  exploration  of  State  tidelands, 
and  by  the  dedicated  opposition  of  environmentalists  within  the 
coastal  commission  and  the  Governor's  office  of  planning  and  re- 
search, has,  in  our  view,  stimulated  and  nurtured  local  opposition 
to  DCS  sales. 

It  is  apparent  that  if  this  same  shortsighted,  intensely  provincial 
philosophy  is  applied  to  OCS  development  proposals,  our  domestic 
crude  shortage  and  accompanying  consumer  outrage  will  continue 
or  worsen  in  the  years  ahead. 

One  of  the  chief  tools  employed  by  energy  development  oppo- 
nents nationwide  on-  and  off-shore  is  delay.  These  delays,  whether 
by  litigation  or  other  means,  have  cost  the  Nation  untold  billions  of 
dollars  and  have  been  a  major  contributor  to  our  virtual  energy 
enslavement  by  OPEC,  and  our  oncoming  recession. 

A  major  aim  of  the  opponents  of  sale  53  is  to  introduce  a  sub- 
stantial delay  of  the  sale.  Two  principal  arguments  have  been 
employed  in  this  effort. 

The  first  has  been  to  claim  that  the  environmental  studies  will 
not  be  sufficiently  comprehensive  by  the  sale  date.  The  second, 
which  I  believe  is  currently  being  discussed  at  the  national  level,  is 
to  claim  that  the  mere  announcement  of  a  potential  sale  must  be 
subjected  to  the  consistency  process  under  the  Coastal  Zone  Man- 
agement Act. 

If  either  of  thse  arguments  were  to  prevail  we  may  anticipate 
endless  delay  of  sale  53,  and  of  many  other  sales  currently  on  the 
schedule. 

The  first  of  these  arguments  is  entirely  fallacious  with  respect  to 
sale  53.  In  the  event  of  a  discovery  in  this  region,  5  to  8  years  will 
be  available  prior  to  production  for  the  fine  tuning  of  environmen- 
tally protective  measures. 

The  second  argument  is  one  which  threatens  the  foundations  of 
OCS  development.  Public  Law  95-372  and  the  Coastal  Zone  Man- 
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agement  Act  provide  ample,  even  generous,  coastal  protection  and 
consideration  of  local  interest. 

To  go  beyond  these  statutes  and  create  still  another  parochial 
roadblock  by  requiring  consistency  for  mere  sale  announcements  is 
to  totally  subordinate  the  national  interests  to  those  which  are 
completely  provincial. 

Ironically,  local  institutions  blatantly  opposing  national  interest 
developments  are  frequently  federally  funded.  Such  funding  should 
be  withheld  when  the  national  interest  is  substantially  ignored. 

In  order  to  find  oil  we  must  drill.  To  be  able  to  drill  we  must 
have  areas  to  explore.  Areas  available  for  OCS  exploration  derive 
solely  from  OCS  sales.  To  enable  industry  to  move  forward  expedi- 
tiously and  effectively  in  the  OCS  we  must  have  a  firm  lease  sale 
schedule  and  adhere  to  it. 

To  fail  to  do  so  will  cause  inexcusable  waste  of  manpower,  time, 
and  capital,  and  further  increase  our  dependence  on  OPEC.  Typi- 
cally the  Secretary  drastically  reduces  the  number  of  tracts  to  be 
offered  on  the  eve  of  the  sale.  Sale  48,  where  one-third  of  the  tracts 
were  eliminated  at  the  11th  hour,  is  a  representative  case.  If  this 
practice  continues,  it  will  make  a  sham  of  any  effort  to  accelerate 
OCS  development. 

We  believe  the  pace  of  OCS  activity  should  be  vigorously  in- 
creased, not  stymied  by  further  delays  and  tract  deletions. 

In  conclusion,  I  would  like  to  point  out  that  only  about  3.5 
percent  of  the  U.S.  shelf  area  has  ever  been  leased  for  oil  and  gas 
exploration.  By  contrast,  over  35  percent  of  the  non-Communist 
nations'  shelf  areas  are  now  under  lease. 

There  are  870,000  square  miles  of  U.S.  domestic  shelf  just  out  to 
the  600-foot  water  depth  boundary.  In  1978  only  4,000  square  miles 
of  U.S.  shelf  were  leased.  At  this  rate  it  would  take  about  two 
centuries  to  lease  and  explore  only  the  shallow  portion  of  our  OCS. 

We  firmly  believe  the  national  interest  requires  that  OCS  sale  53 
and  other  future  sales  proceed  as  scheduled.  Our  petroleum  short- 
fall by  the  mid-  and  late  eighties  will  dwarf  that  of  our  present  and 
recent  experience  unless  we  vigorously  explore  and  develop  the 
public  domain  both  on-  and  off-shore. 

Thank  you. 

[The  information  follows:] 

Testimony  of  J.  H.  Silcox,  General  Manager  of  Exploration,  Chevron 

U.S.A.  Inc.,  Western  Region 

Mr.  Chairman,  members  of  the  Committee,  thank  you  for  the  opportunity  to 
appear  before  you  today  and  discuss  the  very  vital  issue  of  domestic  offshore 
exploration  and  specifically,  OCS  Sale  No.  53. 

I  would  first  like  to  offer  a  few  comments  with  respect  to  implementation  of 
Public  Law  95-372,  the  OCS  Land  Act  Amendments,  which  I  understand  is  the 
major  concern  of  your  Committee.  Following  this  I  will  comment  directly  on  Sale 
No.  53,  after  which  I  will  be  pleased  to  respond  to  any  questions  you  may  have. 

During  these  debates  which  preceded  and  accompanied  enactment  of  Public  Law 
95-372  we  were  assured  by  many  authorities,  including  Secretary  Andrus,  that  this 
law  would  resolve  the  conflicts  surrounding  OCS  development,  put  an  end  to  litiga- 
tion and  other  delaying  tactics,  and  enable  the  nation  to  proceed  expeditiously  with 
development  of  urgently  needed  offshore  oil  and  gas.  As  you  well  know,  this  has  not 
proved  to  be  the  case,  despite  the  fact  that  the  law  and  implementing  regulations 
bend  over  backward  to  accommodate  environmental  concerns  and  local  and  regional 
interests. 
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In  our  view  this  malaise,  which  is  eating  away  the  vitals  of  our  nation's  offshore 
program,  has  three  principal  causes. 

First,  there  are  complications  inherent  in  the  Act  which  unnecessarily  impeded 
and  delay  effective  offshore  resource  development.  This  condition  is  further  exacer- 
bated by  conflicts  of  provisions  of  this  law  with  those  of  the  Coastal  Zone  Manage- 
ment and  Marine  Sanctuaries  Acts  of  1972,  and  regulations  implementing  the  latter 
two.  Without  going  into  tedious  detail  let  me  briefly  summarize  a  few  of  these 
problems. 

Public  Law  95-372  designates  all  offshore  areas  except  the  Gulf  of  Mexico  as 
frontier  areas,  thereby  imposing  additional  requirements  in  terms  of  environmental 
impact  studies  and  development  planning.  These  are  time-consuming  and  costly 
requirements.  In  the  case  of  Southern  California,  where  over  3500  offshore  wells 
have  been  drilled,  and  production  has  continued  since  the  early  1900's,  we  feel  this 
designation  is  entirely  unnecessary  and  inappropriate. 

Conflicts  between  Public  Law  95-372  and  other  legislation  presently  being  imple- 
mented are  highlighted  by  the  current  claim  that  the  mere  announcement  of  intent 
to  hold  and  OCS  sale  requires  a  "Consistency  Certification"  with  an  adjoining 
state's  Coastal  Management  Plan.  In  view  of  the  extensive  coordination  of  planning 
by  the  DOI  with  concerned  states  as  required  under  the  Act,  we  regard  this  argu- 
ment as  only  another  needless  effort  to  further  delay  and  thwart  OCS  development. 
Your  Committee  could  well  serve  the  public  interest  by  resolving  this  issue  so  that 
OCS  sales  may  proceed  as  scheduled. 

The  Act  also  calls  for  "Consistency  Certification"  with  State  Coastal  Zone  Man- 
agement Plans  for  exploratory  wells,  even  though  these  may  be  sited  in  a  proven, 
well-known,  and  developing  province,  such  as  the  Santa  Barbara  Channel. 

An  additional  very  serious  and  expanding  problem  has  arisen  in  connection  with 
the  Marine  Sanctuaries  Program  under  the  Act  of  1972.  In  virtually  every  instance 
where  OCS  development  is  being  considered  or,  in  some  cases,  is  actually  under 
way,  we  are  now  confronted  by  marine  sanctuary  proposals  of  enormous  propor- 
tions. These  threaten  to  preclude  exploration  and  development,  or  impose  such 
regulatory  over-kill  as  to  make  these  efforts  uneconomic. 

These  are  just  two  examples  of  problems  resulting  from  laws  establishing  conflict- 
ing authorities  in  the  OCS  region.  As  long  as  these  inter-agency  competitions  for 
supremacy  of  the  seas  continue,  opportunities  for  OCS  development  correspondingly 
diminish.  We  believe  these  conflicts  must  be  resolved,  and  soon,  otherwise  our  OCS 
development  program  will  continue  to  flounder  as  our  energy  crisis  worsens. 

The  second  issue  which  bears  adversely  on  the  effectiveness  of  our  offshore 
program  is  regulatory  over-kill.  This  is  becoming  almost  a  standard  modus  operandi 
of  concerned  agencies.  Whether  this  is  the  result  of  misinterpretation  of  the  laws  in 
question,  of  lack  of  individuals  with  petroleum  operations  experience  in  the  agen- 
cies, over-zealous  administration,  or  agency  personnel  opposed  to  OCS  development, 
I  cannot  say.  But  the  consequences  are  clear:  further  delays  in  OCS  development, 
increased  costs  to  industry  and  the  public,  excessive  administrative  expense,  and,  in 
some  cases,  outright  inability  to  effectively  explore  or  develop  OCS  areas. 

We  strongly  endorse  the  findings  of  your  Committee  with  respect  to  regulatory 
implementation  of  the  Act  as  expressed  in  your  letter  to  Secretary  Andrus,  of  July 
9,  1979.  We  are  particularly  concerned  about  having  to  be  responsive  to  both  the 
DOI  and  DOE  with  respect  to  "due  diligence",  and  about  facing  multiple  penalties 
or  obligations  beyond  those  prescribed  by  the  Act  in  this  regard.  Misapplication  of 
the  lease  suspensions  and  cancellation  clauses  of  the  Act  is,  of  course,  a  matter  of 
great  concern  to  us. 

Currently  we  are  confronted  by  proposed  regulations  which  may  require  us  to 
model  an  entire  air  basin  for  the  drilling  of  a  single  exploratory  well.  To  undertake 
this  time-consuming,  theoretical  procedure  for  a  single,  isolated  and  fleeting  event, 
which  produces  an  insignificant  amount  of  air  pollution,  is  a  needless  and  unwar- 
ranted requirement. 

We  believe  the  "Cultural  and  Archaeological  Surveys"  required  in  connection 
with  our  operations  are  a  fruitless  and  costly  burden.  About  700  such  surveys, 
costing  in  excess  of  16  million  dollars,  have  been  performed  to  date  without  record- 
ing a  single  "find".  Hitherto  we  have  been  required  to  perform  these  surveys  in 
water  depths  of  450  ft.  or  less,  based  on  historical  lowerings  of  sea  level.  Instead  of 
deleting  or  diminishing  this  requirement,  the  Los  Angeles  office  of  the  BLM  recent- 
ly proposed  to  increase  the  requirement  to  include  areas  with  water  in  excess  of 
1000  ft.  deep.  Such  areas  were  never  above  sea  level,  and  any  flotsam  found  at  these 
depths  would  be  virtually  unrecoverable.  The  BLM  has  just  reversed  their  position, 
returning  to  the  former  standards.  But  this  attempt  to  intensify  an  already  needless 
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and  wasteful  regulations  typifies  much  of  the  bureaucratic  over-kill  currently  crip- 
pling resource  development. 

These  costly  and  unproductive  requirements  should  be  eliminated. 

Lastly  I  must  mention,  with  some  regret,  what  is  probably  the  major  cause  of  our 
nation's  faltering  offshore  resource  program.  It  is  simply  the  unwillingness  of  envi- 
ronmentalist and  local  government  opponents  of  OCS  development  to  accept  in  good 
faith  the  extensive  protection  and  local  interest  consideration  provided  under  the 
amended  Act. 

Industry  has  been  making,  and  will  continue  to  make,  every  effort  to  comply  with 
the  complex  and  stringent  requirements  of  the  Act.  But,  in  a  frenzy  of  parochialism, 
environmentalist  and  local  opposition  to  OCS  sales,  exploration,  and  development, 
continues  unabated,  as  evidenced  by  the  fetish  for  "citizen  suits",  generally  of 
negligible  substance,  opposing  sales.  This  calloused  determination  to  thwart  our 
nation's  effort  to  work  our  way  out  of  our  energy  dilemna  no  longer  appears  to  be 
issue-oriented,  if  indeed,  it  ever  was.  Rather,  it  is  an  emontional  expression  of 
intense  provincial  self-interest,  denoting  a  complete  lack  of  concern  for  the  national 
interest.  In  our  view,  only  strong  policy  decisions  and  firm  leadership  at  the  nation- 
al level  can  resolve  this  problem.  Amendments  to  existing  Coastal  Zone  Manage- 
ment Law,  strengthening  accommodation  of  energy  development  in  the  national 
interest  are  sorely  needed. 

I  would  now  like  to  comment  briefly  on  Sale  No.  53.  The  bulk  of  our  specific 
comment  will  be  presented  by  my  colleagues  on  the  panel.  As  you  know  there  are 
only  5  scattered  areas  along  the  California  coast  being  considered  for  this  sale. 
These  comprise  about  one-seventh  of  the  area  nominated  by  industry  and,  based  on 
past  experience,  probably  less  than  half  these  tracts  will  be  leased.  So  we  are 
considering  a  sale  of  very  modest  proportions  relative  to  the  gross  area  involved. 
The  Sale  No.  53  region  has  already  experienced  one  cycle  of  exploration  during 
which  twenty  wells  were  drilled.  Most  of  these  wells  had  oil  shows  but  were,  in 
terms  of  today's  knowledge  and  technology,  inadequately  evaluated.  Drilling  in  this 
region  in  the  mid-60's  encountered  no  operational  problems,  and  there  were  abso- 
lutely no  incidents  or  unfavorable  environmental  impacts;  even  though  these  wells 
were  drilled  under  less  stringent  regulation  and  by  less  sophisticated  equipment. 

It  it  against  this  background  that  we  must  consider  the  present  rather  lengthy 
list  of  objections  to  Sale  No.  53.  My  Company,  and  I  am  sure  others,  have  already 
submitted  comment  to  your  staff  relating  to  virtually  every  objection  we  have 
heard,  and  we  will  not  tediously  review  each  of  these  today.  Rather  we  would  like  to 
focus  upon  what  appear  to  be  the  major  issues,  and  upon  the  strategies  being 
employed  by  opponents  of  the  sale,  and  the  consequences  these  portend  for  our 
nation's  energy  posture. 

As  a  resident  of  Marin  County,  I  am  not  surprised  that  perhaps  the  most  vocal 
body  of  opposition  to  Sale  No.  53  has  developed  in  that  area.  We  have  only  recently 
recovered  from  the  devastating  effects  of  a  severe  drought.  The  same  no-growth 
elements  of  the  population  that  occupied  seats  on  the  water  boards,  and  otherwise 
assured  the  public  at  large  that  all  was  well,  are  most  likely  leading  the  opposition 
to  northern  California  oil  and  gas  opportunities.  Marin  County  was  saved  by  a 
water  pipeline  laid  across  the  Richmond  Bridge  .  .  .  but  there  will  be  no  pipeline  if 
our  foreign  sources  of  oil  are  cut  off. 

The  State,  by  its  refusal  to  permit  exploration  of  state  tidelands,  and  by  the 
dedicated  opposition  of  environmentalists  within  the  Coastal  Commission  and  the 
Governor's  Office  of  Planning  and  Research,  has,  in  our  view,  stimulated  and 
nurtured  local  opposition  to  OCS  sales. 

It  is  apparent  that,  if  this  same  short-sighted,  intensely  provincial  philosophy  is 
applied  to  OCS  development  proposals,  our  domestic  crude  shortage  and  accompany- 
ing consumer  outrage  will  continue  or  worsen  in  the  years  ahead. 

One  of  the  chief  tools  employed  by  no-grovith-environmental  energy  development 
opponents  nationwide,  on-  and  off-shore,  is  delay.  These  delays,  whether  by  litiga- 
tion or  other  means,  have  cost  the  nation  untold  billions  of  dollars,  and  have  been  a 
major  contributor  to  our  virtual  energy-enslavement  by  OPEC,  and  our  on-coming 
recession. 

A  major  aim  of  the  opponents  of  Sale  No.  53  is  to  introduce  a  substantial  delay  of 
the  sale.  Two  principal  arguments  have  been  employed  in  this  effort.  The  first  has 
been  to  claim  that  the  environmental  studies  will  not  be  sufficiently  comprehensive 
by  the  sale  date.  The  second,  which  I  believe  is  currently  being  discussed  at  the 
national  level,  is  to  claim  that  the  mere  announcement  of  a  potential  sale  must  be 
subjected  to  the  "consistency"  process  under  the  Coastal  Zone  Management  Act.  If 
either  of  these  arguments  were  to  prevail  we  may  anticipate  endless  delay  of  Sale 
No.  53,  and  of  many  other  sales  currently  on  the  schedule. 
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The  first  of  these  arguments  is  entirely  fallacious  with  respect  to  Sale  No.  53.  Dr. 
Straughn  will  discuss  this  issue,  but  I  would  like  to  strongly  stress  that,  in  the  event 
of  a  discovery  in  this  region,  5  to  8  year  will  be  available  prior  to  production  for  the 
fine-tuning  of  environmentally  protective  measures. 

The  second  argument  is  one  which  threatens  the  foundations  of  OCS  development. 
Public  Law  95-372  and  the  Coastal  Zone  Management  Act  provide  ample,  even 
generous,  coastal  protection  and  consideration  of  local  interest.  To  go  beyond  these 
statutes  and  create  still  another  parochial  roadblock  by  requiring  "consistency"  for 
mere  sale  announcements  is  to  totally  subordinate  the  national  interests  to  those 
which  are  completely  provincial.  Ironically,  local  institutions  opposing  national 
interest  developments  are  frequently  federally  funded. 

In  order  to  find  oil  we  must  drill.  To  be  able  to  drill  we  must  have  areas  to 
explore.  Areas  available  for  OCS  exploration  derive  solely  from  OCS  sales.  To 
enable  industry  to  move  forward  expeditiously  and  effectively  in  the  OCS  we  must 
have  a  firm  lease  sale  schedule  and  adhere  to  it.  To  fail  to  do  so  will  cause 
inexcusable  waste  of  manpower,  time,  and  capital,  and  further  increase  our  depen- 
dence on  OPEC. 

While  the  present  5-year  lease  sale  schedule  offers  some  improvement  over  prior 
slow  and  timid  schedules,  we  fear  that  it  will  prove  to  be  more  cosmetic  than  real. 
Typically  the  Secretary  drastically  reduces  the  number  of  tracts  to  be  offered  on  the 
eve  of  the  sale.  Sale  No.  48,  where  one-third  of  the  tracts  were  eliminated  at  the 
eleventh  hour  is  a  representative  case.  If  this  practice  continues  it  will  make  a 
sham  of  any  effort  to  accelerate  OCS  development.  We  believe  the  pace  of  OCS 
activity  should  be  vigorously  increased,  not  stymied  by  further  delays  and  tract 
deletions. 

In  conclusion  I  would  like  to  point  out  that  only  about  3V2  percent  of  the  U.S. 
shelf  area  has  ever  been  leased  for  oil  and  gas  exploration.  By  contrast,  over  35 
percent  of  the  non-Communist  nations'  shelf  areas  are  now  under  lease.  There  are 
870,000  square  miles  of  U.S.  domestic  shelf  area  just  out  to  the  600  ft.  water  depth 
boundary.  In  1978  only  4000  sq.  miles  of  U.S.  shelf  were  leased.  At  this  rate  it  would 
take  about  two  centuries  to  lease  and  explore  only  the  shallow  portion  of  our  OCS. 

We  firmly  believe  the  national  interest  requires  that  OCS  Sale  No.  53  and  other 
future  sales  proceed  as  scheduled.  Our  petroleum  shortfall  by  the  mid-and  late- 
eighties  will  dwarf  that  of  our  present  and  recent  experience  unless  we  vigorously 
explore  and  develop  the  public  domain  both  on-and  off-shore. 

Thank  you. 

Mr.  Hughes.  Mr.  Ogle? 

STATEMENT  OF  BURDETTE  A.  OGLE,  PRESIDENT,  OGLE  CORP., 

INC. 

Mr.  Ogle.  Mr.  Chairman,  members  of  the  committee,  I  appreci- 
ate your  asking  me  to  appear  before  the  committee  to  discuss  the 
OCS  sale  53  and  other  OCS  matters  of  interest  to  the  committee. 

My  name  is  Burdette  A.  Ogle.  I  am  a  geologist  with  a  Ph.  D.  in 
geology  from  the  University  of  California  in  Berkeley,  across  the 
bay.  I  am  president  of  Ogle  Petroleum  Inc.,  an  independent  oil 
company  based  in  Santa  Barbara. 

Our  company  is  active  in  offshore  exploration.  I  represent  my 
company  and  also  as  a  director  of  the  California  Independent  Pro- 
ducers Association.  I  am  representing  that  organization,  which  has 
a  membership  of  600  independent  oil  companies  in  California. 

For  the  past  3  years  my  company  has  acted  as  operator-manager 
and  has  been  a  coventurer  in  a  group  that  is  doing  exploratory 
work  in  the  OCS  sale  53  area.  At  present  the  group  consists  of  42 
companies. 

When  the  current  data  acquisition  phase  is  completed  next 
month,  my  company  expects  to  form  and  participate  in  a  bidding 
group  made  up  of  a  much  smaller  group  of  independent  oil  compa- 
nies. This  group  would  then  do  more  exploratory  work  in  prepara- 
tion for  competitive  bidding  in  OCS  sale  53. 
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This  background  brings  me  to  the  series  of  comments  I  wish  to 
make  regarding  the  present  OCS  sales  procedures  and  specifically 
OCS  sale  53. 

First,  what  we  call  the  delay  problems.  The  most  difficult  fea- 
tures of  OCS  exploration  for  the  independent  oil  companies  are  the 
delays  that  are  constantly  experienced. 

These  include  delays  due  to  actions  of  Federal,  State,  and  local 
governmental  agencies  for  advanced  administrative  reasons,  and 
also  include  delays  caused  by  environmental  groups  and  private 
citizens  who  are  opposed  to  any  energy  development  for  their  own 
various  political  and  philosophical  reasons. 

Considering  governmental  agencies  first.  As  of  June  1975,  the 
Department  of  the  Interior  or  the  DOE  proposed  OCS  sale  53  to  be 
held  April  1978,  which  date  has  now  passed.  It  was  on  that  basis 
that  my  company  started  group  exploration  expenditures  in  1976. 

After  the  change  of  administration  the  schedule  was  revised  in 
1977  and  the  proposed  sale  date  was  changed  to  the  present  1981 
date.  A  delay  of  3  years  thereupon  resulted. 

Presumably  when  the  sale  was  proposed  for  1978,  we  have  to 
believe  that  the  DOI  felt  that  it  would  be  prepared  for  it.  Now  we 
have  added  to  that  3  more  years  of  preparation. 

As  to  the  delay  tactics  of  environmental  groups.  Being  a  Santa 
Barbara  resident,  I  live  in  the  center  of  the  delay  school  for  delay's 
sake. 

To  my  recollection,  there  has  been  no  proposal  for  offshore  devel- 
opment in  any  area  other  than  the  gulf  coast  where  the  same  time- 
worn  arguments  have  not  been  made  for  more  time  for  "the  ade- 
quate preparation  of  the  required  environmental  data  assess- 
ments." 

According  to  those  of  this  ilk,  there  would  never  ever  be  enough 
time  before  any  OCS  sale  and  thus  no  sales. 

While  delay  is  bad  for  any  company,  major  or  independent, 
which  is  trying  to  plan  effectively,  it  is  extremely  difficult  for  the 
independent,  which  normally  is  not  as  strongly  financed  as  a  major 
and  thus  doesn't  have  the  staying  power  of  the  major  to  ride  out 
long  delays. 

Plus,  independents  must  operate  in  bidding  groups  to  be  effective 
in  bidding  against  the  majors.  If  delays  are  prolonged,  bidding 
groups  tend  to  disintegrate.  OCS  sale  53  has  already  been  delayed 
long  enough  and  should  be  held  on  to  schedule. 

There  is  not  truly  a  frontier  area.  A  great  deal  is  already  known 
about  the  geological  environmental  conditions.  Sometimes  it  seerns 
to  be  forgotten  here  today,  but  a  prior  OCS  sale  v/as  held  in  1963  in 
this  same  area,  and  20  exploratory  wells  were  subsequently  drilled. 

No  damage  to  the  environment  occurred  and  no  drilling  prob- 
lems were  encountered. 

The  present  sale  has  been  on  the  books  since  1973  and  won't  be 
held  under  the  present  schedule  until  1981.  Apparently  the  BLM 
and  USGS  have  been  proceeding  with  studies  for  several  years  and 
still  have  plenty  of  time  to  complete  their  work. 

Under  present  laws  and  regulations  there  are  also  nearly  unlim- 
ited precautions  written  into  the  conditions  of  sale  to  protect  the 
environment. 
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Second,  as  to  alternative  bidding  systems.  By  present  OCS  law 
part  of  the  bidding  in  sale  53  must  be  by  some  method  other  than 
cash  bonus  and  fixed  royalty  bidding.  Apparently  this  was  to  offer 
expanded  opportunities  to  smaller  companies. 

From  our  own  experience  in  the  recent  OCS  sale  48,  which  was 
held  in  June  of  this  year,  the  opposite  occurred.  Only  large  inte- 
grated companies  could  afford  the  economics  of  sliding  scale  royal- 
ty tracts. 

Simply  put,  this  less  attractive  return  on  investment  is  tougher 
on  the  independent  because  it  has  no  downstream  opportunity  for 
the  profit  from  processing  the  product. 

Third,  evaluation  of  the  resource  we  found.  Under  present  proce- 
dures the  USGS  releases  figures  which  are  presumed  to  give  an 
indication  of  the  resource  potential  of  the  area. 

While  the  USGS  has  competent  people,  this  thankless  task  is 
beyond  the  current  capability  of  that  agency  considering  the 
amount  and  quality  of  data  at  their  disposal,  and  even  the  best  of 
ouija  boards. 

Yet,  these  figures  are  taken  as  gospel  by  the  news  media — not 
having  anything  else,  of  course — often  misinterpreted,  and  then 
used  by  various  groups  for  their  own  purposes. 

In  the  case  of  OCS  sale  53,  the  argument  is  being  made  that  the 
potential  resource  is  of  such  small  magnitude  that  it  is  not  worth 
an  exploratory  effort.  This  flies  in  the  face  of  the  fact  that  we  are 
all  aware  that  we  need  all  of  the  U.S.  energy  that  can  be  produced 
wherever  and  whenever. 

Further,  however,  I  submit  that  we  who  are  most  highly  trained 
in  oil  and  gas  exploration  have  to  admit  that  we  simply  do  not 
know  what  is  there  until  we  drill  a  significant  number  of  carefully 
located  test  wells.  This  has  been  proved  repeatedly  in  offshore  and 
onshore  areas  of  the  United  States  and  other  areas. 

One  indication  that  the  OCS  sale  53  area  may  have  significant 
potential,  oil  and  gas  reserves,  is  that  in  competitive  bidding  be- 
tween many  well-informed  companies  in  the  recent  OCS  sale  48, 
which  is  less  than  2  months  past,  winning  bids  totaling  $140  mil- 
lion were  presented  for  four  5,760-acre  tracts  which  directly  offset 
the  southern  boundary  of  OCS  sale  53. 

Another  indication  is  that  the  42  companies  in  our  group  have 
seen  fit  to  spend  several  millions  of  hard  earned  dollars  on  explora- 
tion of  the  area  and  are  continuing  the  effort. 

For  technical  and  competitive  reasons  I  am  not  prepared  at  this 
time  to  offer  a  precise  evaluation  of  how  many  barrels  of  oil  and 
cubic  feet  of  gas  will  be  found  in  the  OCS  sale  53  area. 

However,  I  believe  it  is  not  unreasonable  to  expect  to  discover  at 
least  1.5  to  2  billion  barrels  of  recoverable  oil  and  1  trillion  cubic 
feet  or  more  of  gas  in  the  sale  area.  To  me,  that  certainly  is  worth 
finding  and  producing. 

From  our  above  statements,  it  is  clear  that  we  feel  that  OCS  sale 
53  can  and  should  be  held  on  schedule,  and  that  the  future  benefits 
to  be  gained  by  the  citizens  of  this  entire  country  far  outweigh  any 
possible  local  negative  opinions. 

Thank  you. 

[The  information  follows:] 
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Testimony  of  Burdette  A.  Ogle,  Ph.  D.,  President  of  Ogle  Petroleum  Inc. 

Mr.  Chairman,  members  of  the  committee,  thank  you  for  asking  me  to  appear 
before  the  committee  to  discuss  OCS  sale  No.  53  and  other  OCS  matters  of  interest 
to  the  Committee. 

My  name  is  Burdette  A.  Ogle:  I  am  a  geologist  and  am  president  of  Ogle  Petro- 
leum Inc.,  an  independent  oil  company  which  is  active  in  offshore  exploration.  I 
represent  my  company  and  also,  as  a  director  of  the  California  Independent  Produc- 
ers Assocaition  (CIPA),  I  am  representing  that  organization  which  has  a  member- 
ship of  600  independent  oil  companies  in  California. 

For  the  past  three  years  my  company  has  acted  as  operator-manager  and  has 
been  a  co-venturer  in  a  group  that  is  doing  exploratory  work  in  the  OCS  sale  No.  53 
area.  At  present  the  group  consists  of  42  companies.  When  the  current  data  acquisi- 
tion phase  is  completed  next  month,  my  company  expects  to  form,  and  participate 
in,  a  bidding  group  made  up  of  a  much  smaller  group  of  independent  oil  companies. 
This  group  would  then  do  more  exploratory  work  in  preparation  for  competitive 
bidding  in  OCS  sale  No.  53. 

This  background  brings  me  to  the  series  of  comments  I  wish  to  make  regarding 
the  present  OCS  sale  procedures  and  specifically  OCS  sale  No.  53: 

1.  The  delay  problems.— The  most  difficult  features  of  OCS  exploration  for  the 
independent  oil  companies  are  the  delays  that  are  constantly  experienced.  These 
include  delays  due  to  actions  of  federal,  state  and  local  governmental  agencies  for 
various  administrative  reasons,  and  also  include  delays  caused  by  enviornmental 
groups  and  private  citizens  who  are  opposed  to  any  energy  development  for  their 
own  various  political  and  philosophical  reasons.  Considering  governmental  agencies: 
as  of  June,  1975,  the  DOI  proposed  OCS  sale  No.  53  for  April,  1978.  It  was  on  that 
basis  that  my  company  started  group  exploration  expenditures  in  1976.  After  the 
change  of  administrations  the  schedule  was  revised  in  1977  and  the  proposed  sale 
date  was  changed  to  the  present  1981  date.  A  delay  of  3  years  thereupon  resulted. 
Presumably  when  the  sale  was  proposed  for  1978  the  DOI  felt  that  it  would  be 
prepared  for  it.  Now  we  have  added  to  that  3  more  years  of  preparation. 

As  to  delay  tactics  of  environmental  groups:  being  a  Santa  Barbara  resident  I  live 
in  the  center  of  the  "delay  school  for  delay's  sake".  To  my  recollection  there  has 
been  no  proposal  for  offshore  development  in  any  area,  other  than  the  gulf  coast, 
where  the  same  timeworn  arguments  have  not  been  made  for  more  time  for  "the 
adequate  preparation  of  the  required  environmental  data  and  assessements".  Ac- 
cording to  those  of  this  ilk,  there  would  never  ever  be  enough  time  before  any  OCS 
sale  and  thus:  No  sales. 

While  delay  is  bad  for  any  company,  major  or  independent,  which  is  trying  to 
plan  effectively,  it  is  extremely  difficult  for  the  independent  which  normally  is  not 
as  strongly  financed  as  a  major  and  this  doesn't  have  the  staying  power  of  the  major 
to  ride  out  long  delays.  Plus,  independents  must  operate  in  bidding  groups  to  be 
effective  in  bidding  against  the  majors,  and  if  delays  are  prolonged,  bidding  groups 
tend  to  disintegrate. 

OCS  sale  No.  53  has  already  been  delayed  enough  and  should  be  held  on  schedule. 
This  is  not  truly  a  "Frontier"  area  and  a  great  deal  is  already  known  about  the 
geologic  and  environmental  conditions.  A  prior  OCS  sale  was  held  in  1963  and  20 
exploratory  wells  were  subsequently  drilled.  No  damage  to  the  environment  Re- 
curred and  no  drilling  problems  were  encountered.  The  present  sale  has  been  "on 
the  books"  since  1975  and  won't  be  held  under  the  present  schedule  until  1981. 
Apparently  the  BLM  and  USGS  have  been  proceeding  with  studies  for  several  years 
and  still  have  plenty  of  time  to  complete  their  work.  Under  present  laws  and 
regulations  there  are  also  nearly  unlimited  precautions  written  into  the  conditions 
of  sale  to  protect  the  environment. 

2.  Alternative  bidding  systems.— By  present  OCS  law,  part  of  the  bidding  in  sale 
No.  53  must  be  by  some  method  other  than  cash  bonus  and  fixed  royalty  bidding. 
Apparently  this  was  to  offer  expanded  opportunities  to  smaller  companies.  From 
our  own  experience  in  the  recent  OCS  sale  No.  48  the  opposite  occurred  and  only 
large  integrated  companies  could  afford  the  economics  of  sliding  scale  royalty  tracts. 
Simply  put,  this  less  attractive  return  on  investment  is  tougher  on  the  independent 
because  it  has  no  downstream  opportunity  for  profit  from  processing  the  product. 

3.  Evaluation  of  the  resource  to  be  found.— Under  present  procedures  the  USGS 
releases  figures  which  are  presumed  to  give  an  indication  of  the  resource  potential 
of  the  area.  While  the  USGS  has  competent  people,  this  thankless  task  is  beyond 
the  current  capability  of  that  agency,  considering  the  amount  and  quality  of  data  at 
their  disposal  and  even  the  best  ouija  boards.  Yet  these  figures  are  taken  as  Gospel 
by  the  News  Media,  misinterpreted,  and  then  used  by  various  groups  for  their  own 
purposes.  In  the  case  of  OCS  sale  NO.  53  the  argument  is  being  made  that  the 
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potential  resource  is  of  such  small  magnitude  that  is  is  not  worth  an  exploratory 
effort.  This  flies  in  the  face  of  the  fact  that  we  all  are  aware  that  we  need  all  of  the 
U.S.  energy  that  can  be  produced,  wherever  and  whenever.  Further  however,  I 
submit  that  we  who  are  most  highly  trained  in  oil  and  gas  exploration  have  to 
admit  that  we  simply  do  not  know  what  is  there  until  we  drill  a  significant  number 
of  carefully  located  test  wells.  This  has  been  proved  repeatedly  in  offshore  and 
onshore  areas  of  the  U.S. 

One  indication  that  the  OCS  sale  No.  53  area  may  have  significant  potential  oil 
and  gas  reserves  is  that  in  competitive  bidding  between  many  well-informed  compa- 
nies in  the  recent  OCS  Sale  No.  48,  winning  bids  were  presented  for  four  5760  acre 
tracts  which  directly  offset  the  southern  boundary  of  OCS  sale  No.  53  totalling  $140 
million. 

Another  indication  is  that  the  42  companies  in  our  group  have  seen  fit  to  spend 
several  millions  of  hardearned  dollars  on  exploration  of  the  area  and  are  continuing 
the  effort. 

For  technical  and  competitive  reasons  I  am  not  prepared  at  this  time  to  offer  a 
precise  evaluation  of  how  many  barrels  of  oil  and  cubic  feet  of  Gas  will  be  found  in 
the  OCS  sale  No.  53  area.  However,  I  believe  it  is  not  unreasonable  to  expect  to 
discover  at  least  1.5  to  2  billion  barrels  of  recoverable  oil  and  1  trillion  cubic  feet  or 
more  of  gas   in   the  sale  area.   That  certainly  is  worth   finding  and   producing. 

From  our  above  statements  it  is  clear  that  we  feel  that  OCS  sale  No.  53  can  and 
should  be  held  on  schedule  and  that  the  future  benefits  to  be  gained  by  the  citizens 
of  this  entire  country  far  outweigh  any  possible  local  negative  opinions. 

Thank  you. 

The  Chairman.  Thank  you. 
Mr.  Norton? 

STATEMENT  OF  CRAIG  NORTON 

Mr.  Norton.  Mr.  Chairman,  members  of  the  committee,  I  am 
Craig  Norton.  I  am  president  of  the  Monterey  Drilling  Co.,  not 
Camay  Drilling,  as  reported  on  the  witness  list  and  a  press  release. 

The  Chairman.  Where  did  Camay  come  from? 

Mr.  Norton.  Camay  Drilling  Co.  operated  for  35  years  in  Califor- 
nia. At  the  present  time  they  are  defunct. 

The  Chairman.  Proceed. 

Mr.  Norton.  I  appreciate  this  opportunity  to  appear  before  this 
distinguished  group  here  in  San  Francisco,  and  close  to  Berkeley, 
where  I  graduated  as  a  petroleum  engineer  in  1950. 

I  speak  to  you  today  as  an  independent  drilling  contractor.  I  am 
also  chairman  of  the  Pacific  Coast  Chapter  of  the  International 
Association  of  Drilling  Contractors. 

The  Contractors  Association,  or  the  lADC  as  we  call  it,  has  a 
national  membership  of  nearly  600  drilling  contracting  firms  that 
represent  almost  all  of  the  2,651  land  and  offshore  drilling  rigs 
located  and  based  in  the  United  States. 

I  wish  to  emphasize  here  today  the  dramatic  advances  that  have 
occurred  in  the  development  of  safety  procedures  for  well  drilling. 
If  we  get  our  message  across,  it  should  help  those  who  fear  oil 
exploration  and  production  in  the  local  coastal  waters  to  feel  confi- 
dent that  wells  can  be  drilled — and  oil  produced — in  such  a  way  as 
to  protect  and  preserve  environmental  quality. 

We  wish  to  point  first  to  the  results  of  the  safety  effort  that  has 
been  employed  by  our  drilling  industry  by  contrasting  the  last  10 
years  to  the  10  years  prior.  We  drilled  10,000  wells  in  the  last  10 
years  and  had  two  serious  well  control  problems.  In  the  10  years 
before  we  drilled  4,500  wells  and  had  two  serious  well  control 
problems. 
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These  are  impressive  results,  especially  since  most  of  these  wells 
were  drilled  in  the  Gulf  of  Mexico  where  abnormally  high  pressure 
oil  and  gas  zones  are  common  and  thus  harder  to  control  while 
drilling,  compared  to  the  California  outer  continental  shelf  where 
oil  and  gas  zones  have  substantial  lower  pressures. 

In  California  coastal  waters  we  have  drilled  3,538  wells  and  have 
had  one  serious  well  control  problem.  I  refer  to  the  1969  Santa 
Barbara  Channel  accident,  an  accident  that  in  retrospect  was 
manifestly  avoidable,  a  result  of  a  compounding  of  human  errors. 

In  the  10  years  since  the  Santa  Barbara  blowout  we  have  severe- 
ly reduced  the  margin  for  human  error  through  a  hard  sell  educa- 
tional program  provided  for  the  contractor  members  and  their 
personnel. 

Through  the  lADC  we  manage,  promote,  and  sponsor  blowout 
training  schools,  write  and  publish  manuals,  and  create  and  fur- 
nish all  types  of  training  aids.  Here  in  California,  located  at  the 
Ventura  College,  we  sponsor  a  well  control  school  along  with  the 
Western  Oil  &  Gas  Association. 

We  train  drilling  personnel  on  methods  of  controlling  blowouts. 
We  have  classroom  work  and  simulators  where  the  students  can 
work  through  repeated  and  varied  blowout  problems. 

Each  student,  using  a  well  8,000  feet  deep,  precharged  with  high 
pressure  gas,  has  an  opportunity  to  perform  with  his  own  hands 
the  killing  of  an  actual  blowout. 

The  oil  companies  recognize  our  expertise,  and  we  often  receive 
support  in  our  educational  efforts  from  the  major  oil  companies, 
the  independent  oil  operators,  the  oil  field  service  industry,  and  the 
oil  well  equipment  manufacturers. 

In  addition,  safety  technology  has  improved  over  the  past  10 
years  in  areas  such  as  instrumentation,  drilling  fluids,  drilling 
tools,  and  materials,  I  will  not  go  into  these  in  detail  as  they 
become  quite  technical. 

Instrumentation  such  as  sensors,  alarms,  digital  readouts  are  all 
arranged  to  monitor,  with  redundancy,  the  drilling  operation  and 
to  detect  a  potential  blowout. 

All  blowouts,  like  most  airplane  accidents,  have  been  caused  by 
human  error.  Ten  years  ago  we  relied  a  good  deal  on  the  drilling 
crew  reporting  the  drilling  conditions  to  the  supervisor  who  would, 
when  called  for,  determine  the  well  killing  procedure. 

This  was  very  inefficient.  Instrumentation  coupled  with  intense 
crew  training  has  drastically  refined  this  old  inefficient  procedure. 
The  man  on  the  spot  today  reads  his  instruments,  sees  the  danger 
signs  and  implements  the  proper  procedure. 

Our  goal  is  to  put  Red  Adair  out  of  business.  In  fact,  I  spoke  to 
Red  a  few  days  ago  and  he  submitted  that  most  of  his  business 
these  days  was  coming  from  foreign,  government-owned  oil  compa- 
nies. 

We  believe  this  is  because  the  American  drilling  industry  has  the 
best  blowout  prevention  equipment,  training,  and  expertise  availa- 
ble in  the  world  today. 

In  closing,  I  would  like  to  make  the  point  that  the  drilling 
contractors  have  always  been  and  continue  to  be  concerned  with 
environmental  quality.  The  previously  recited  efforts  with  regard 
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to  blowout  prevention  are  to  no  small  degree  a  result  of  this 
concern. 

We  in  the  lADC  hope  that  the  Government  will  work  with  us  not 
only  to  expedite  the  exploration  and  production  of  the  domestic  oil 
and  gas  that  our  country  needs  so  badly,  but  also  to  help  promote  a 
better  understanding  of  our  industry  and  the  effort  we  have  made, 
and  continue  to  make,  in  providing  safe,  environmentally  sound 
drilling  practices  in  the  U.S.  coastal  waters. 

Thank  you. 

The  Chairman.  Thank  you. 

Dr.  Straughan? 

STATEMENT  OF  DR.  DALE  STRAUGHAN 

Dr.  Straughan.  Thank  you.  My  name  is  Dale  Straughan.  I  am 
presently  a  senior  research  scientist  in  the  Institute  for  Marine 
and  Coastal  Studies  at  the  University  of  Southern  California. 

My  area  of  expertise  can  best  be  described  as  that  of  marine 
ecologist.  This  includes  15  years  of  experience  in  the  field  of  oil 
pollution  in  marine  and  estuarine  environments. 

Today  I  wish  to  discuss  two  topics.  One  is  the  probable  impact  of 
the  oil  industry  on  the  marine  environment  as  a  result  of  lease  sale 
53  as  scheduled  for  May  1981.  The  other  is  the  reasons  and  need  to 
make  an  environmental   assessment  prior  to  this,   or  any,  sale. 

These  serve  to  formulate  environmental  planning  for  the  sale 
and  to  allow  proper  consideration  of  environmental  factors  during 
subsequent  exploration  and  possible  development  activities. 

I  have  every  reason  to  believe  that  the  environmental  analyses 
for  sale  53  will  amply  serve  these  purposes  by  May  of  1981,  over  18 
months  hence. 

The  oil  industry  has  now  operated  for  a  number  of  years  in  the 
offshore  areas  of  Southern  California.  To  date  there  has  been  no 
demonstration  of  a  significant  negative  environmental  impact  to 
the  marine  environment  of  more  than  a  few  months  duration  at 
any  time  due  to  these  operations. 

On  the  other  hand,  there  have  been  demonstrations  of  changes 
in  the  biota  of  a  longer  term  nature  which  may  be  regarded  as 
significant  positive  environmental  impacts.  Let  me  expand  on  these 
statements. 

First  of  all,  I  can  hear  some  say,  what  about  the  Santa  Barbara 
oilspill?  My  answer — I  have  yet  to  see  data  which  prove  a  long- 
term  significant  impact  of  this  oilspill.  Whatever  the  critics  may 
say  about  our  research  after  that  oilspill,  they  have  not  proven  our 
overall  conclusions  to  be  wrong. 

On  the  basis  of  research  that  I  have  conducted  in  the  years  since 
that  oilspill,  I  think  that  even  using  more  accurate  and  more 
sophisticated  sampling  and  analytical  techniques  largely  developed 
since  1969,  our  overall  conclusions  would  not  change. 

These  conclusions  were  namely  that  there  were  short-term — a 
matter  of  months — impacts  on  some  populations  but  no  detectable 
long-term  effects. 

One  other  thing  should  be  noted.  I  believe  the  geological  condi- 
tions found  at  the  platform  where  the  Santa  Barbara  oilspill  oc- 
curred are  not  anticipated  in  any  of  the  areas  of  lease  sale  53. 
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Hence,  arguments  about  it  may  become  purely  academic  in  this 
context. 

However,  apart  from  this,  the  published  literature  on  the  impact 
of  offshore  operations  generally  shows  a  more  positive  impact  in 
the  form  of  increased  productivity  in  the  vicinity  of  offshore  oil 

rigs.  .  . 

Before  any  changes  are  made  to  an  area,  it  is  a  wise  decision  to 
consider  the  impact  of  those  changes,  from  an  overall  point  of  view 
and  not  just  from  the  commercial  point  of  view. 

This,  I  believe,  is  generally  agreed  upon  and  includes  the  process 
we  are  part  of  today  and  includes  environmental  assessment.  Part 
of  this  environmental  assessment  is  tied  up  in  benchmark  and 
other  studies  conducted  by  the  Bureau  of  Land  Management. 

I  sometimes  gain  the  impression  that  some  individuals  feel  we 
need  benchmark  studies  on  a  10-foot  grid  out  to  200  miles  offshore. 
This  type  of  approach  is  impractical,  it  is  economically  unfeasible, 
and  it  is  scientifically  unsound  and  unwarranted. 

As  a  scientist,  a  citizen  and  a  taxpayer  I  must  strongly  object  to 
such  costly  and  unproductive  proposals. 

Part  of  the  so-called  scientific  method  involves  learning  from 
previous  experiments,  surveys,  observations,  et  cetera,  applying 
this  knowledge  to  new  situations  and,  if  necessary,  filling  in  the 
gaps. 

It  does  not  mean  continued  reinvention  of  the  wheel  and  unfor- 
tunately this  seems  to  have  been  happening  in  oilspill  research 
time  and  time  again.  This  seems  to  have  been  recognized  in  the 
changing  approach  being  adopted  by  the  BLM. 

The  new  approach  they  appear  to  have  adopted  is  to  define  the 
relative  questions  and  ask  them;  look  at  the  available  data  for 
answers,  fill  in  the  gaps  in  the  data.  This  process  is  currently 
underway  for  central  and  northern  California  in  relation  to  lease 
sale  53. 

There  obviously  is  not  time  for  extensive  field  benchmark  studies 
in  the  next  18  months.  Such  studies  need  to  be  conducted  over 
much  longer  periods  in  order  to  allow  for  annual  variability  and 
other  long-term  variability. 

However,  the  BLM  has  conducted  extensive  studies  in  other 
parts  of  the  United  States,  including  southern  California.  Basic 
scientific  principles  learned  from  these  studies  and  studies  by  other 
research  groups,  along  with  the  data  available  from  northern  and 
central  California,  should  provide  the  information  necessary  to 
make  these  decisions.  This  could  definitely  be  accomplished  in  the 
time  available. 

Now,  I  recognize  there  are  some  differences  to  be  considered. 
These  studies  should  accentuate  these  differences,  indicate  those 
areas  in  need  of  further  study,  indicate  possible  environmental 
restrictions  associated  with  certain  leases  and  could  even  indicate 
the  need  to  delay  sale  of  some  leases  until  the  next  sale. 

Let  us  consider  one  potential  problem  area  in  particular;  that  is, 
the  greater  area  of  marsh  habitats  in  northern  and  central  Califor- 
nia than  in  southern  California. 

You  know,  if  we  are  to  accept  that  these  are  desirable,  important 
natural  resources  that  should  be  maintained  and  protected  at  all 
costs,  protection  against  oil  pollution  should  be  part  of  the  overall 
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management  program  for  these  resources  since  the  potential  for  oil 
pollution  currently  exists  for  these  areas. 

In  other  words,  if  we  accept  the  basic  premise  of  maintenance 
and  protection  of  these  areas  they  must  be  protected  against  oil 
pollution  anjrway  so,  while  they  may  necessitate  environmental 
restrictions  on  leasing,  I  do  not  see  that  the  whole  53  lease  sale 
should  be  delayed  because  of  these  marshes. 

I  also  question  whether  the  vulnerability  of  areas  can  be  used  to 
delay  a  lease  sale  when  other  operations  are  currently  allowed  in 
such  areas  which  could  cause  a  greater  detrimental  impact  than 
the  proposed  oil  operations  in  an  area. 

For  example,  beach  maintenance  programs  on  public  beaches 
appear  to  have  a  greater  negative  impact  on  the  biota  of  these 
beaches  than  the  offshore  oil  industry.  Surely  such  practices  are 
favoring  special  interest  groups  and  are  not  unbiased  environmen- 
tal assessment. 

In  summary,  based  on  the  available  information,  I  believe  that 
an  environmental  assessment  can  be  made  prior  to  lease  sale  53 
that  would  identify  areas  of  potential  concern  and  provide  informa- 
tion regarding  environmental  restrictions  on  specific  leases  prior  to 
submission  of  the  bids. 

Thank  you  very  much  for  your  time. 

The  Chairman.  Thank  you,  Dr.  Straughan.  After  the  1969  Santa 
Barbara  oilspill  you  were  the  project  director  of  a  study  sponsored 
by  the  Alan  Hancock  Foundation  of  southern  California.  The  study 
was  aimed  at  assessing  the  long-  and  short-term  effects  of  the  spill 
on  the  marine  environment  of  Santa  Barbara.  I  think  you  did 
allude  to  that  study.  Could  you  be  a  little  more  specific  on  the 
conclusions  reached  by  that  study? 

[The  prepared  statement  of  Dr.  Straughan  follows:] 

Statement  of  Dr.  Dale  Straughan 

My  name  is  Dale  Straughan.  I  am  presently  a  Senior  Research  Scientist  in  the 
Institute  for  Marine  and  Coastal  Studies  at  the  University  of  Southern  California. 
My  area  of  expertise  can  best  be  described  as  that  of  marine  ecologist.  This  includes 
fifteen  years  of  experience  in  the  field  of  oil  pollution  in  marine  and  estuarine 
environments. 

Today  I  wish  to  discuss  two  topics.  One  is  the  probable  impact  of  the  oil  industry 
on  the  marine  environment  as  a  result  of  lease  sale  No.  53  as  scheduled  for  May, 
1981.  The  other  is  the  reasons  and  need  to  make  an  environmental  assessment  prior 
to  this,  or  any,  sale.  These  serve  to  formulate  environmental  planning  for  the  sale 
and  to  allow  proper  consideration  of  environmental  factors  during  subsequent  explo- 
ration and  possible  development  activities.  I  have  every  reason  to  believe  that  the 
environmental  analyses  for  Sale  No.  53  will  amply  serve  these  purposes  by  May  of 
1981,  over  18  months  hence. 

The  oil  industry  has  now  operated  for  a  number  of  years  in  the  offshore  areas  of 
southern  California.  To  date  there  has  been  no  demonstration  of  a  significant 
negative  environmental  impact  to  the  marine  environment  of  more  than  a  few 
months  duration  at  any  time  due  to  these  operations.  On  the  other  hand,  there  have 
been  demonstrations  of  changes  in  the  biota  of  a  longer  term  nature  which  may  be 
regarded  as  significant  positive  environmental  impacts.  Let  me  expand  on  these 
statements. 

First  of  all,  I  can  hear  some  say,  what  about  the  Santa  Barbara  oil  spill?  My 
answer — I  have  yet  to  see  data  which  prove  a  long  term  significant  impact  of  this  oil 
spill.  Whatever  the  critics  may  say  about  our  research  after  that  oil  spill,  they  have 
not  proven  our  overall  conclusions  to  be  wrong.  On  the  basis  of  research  that  I  have 
conducted  in  the  years  since  that  oil  spill,  I  think  that  even  using  more  accurate 
and  more  sophisticated  sampling  and  analytical  techniques  largely  developed  since 
1969,  our  overall  conclusions  would  not  change.  These  conclusions  were  namely  that 
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there  were  short  term  (a  matter  of  months)  impacts  on  some  populations  but  no 
detectable  long  term  effects. 

One  other  thing  should  be  noted— I  believe  the  geological  conditions  found  at  the 
platform  where  the  Santa  Barbara  oil  spill  occurred,  are  not  anticipated  in  any  of 
the  areas  of  lease  sale  No.  53.  Hence  arguments  about  it  may  become  purely 
academic  in  this  context. 

However,  apart  from  this,  the  published  literature  on  the  impact  of  offshore 
operations  generally  shows  a  more  "positive"  impact  in  the  form  of  increased 
productivity  in  the  vicinity  of  offshore  oil  rigs. 

Before  any  changes  are  made  to  an  area,  it  is  a  wise  decision  to  consider  the 
impact  of  those  changes,  from  an  overall  point  of  view  and  not  just  from  the 
commercial  point  of  view.  This  I  believe  is  generally  agreed  upon  and  includes  the 
process  we  are  part  of  today  and  includes  environmental  assessment.  Part  of  this 
environmental  assessment  is  tied  up  in  benchmark  and  other  studies  conducted  by 
the  Bureau  of  Land  Management  (BLM).  I  sometimes  gain  the  impression  that  some 
individuals  feel  we  need  no  benchmark  studies  on  a  ten  foot  grid  out  to  200  miles 
offshore.  This  type  of  an  approach  is  impractical,  it  is  economically  unfeasible,  and 
it  is  scientifically  unsound  and  unwarranted.  As  a  scientist,  a  citizen,  and  a  taxpay- 
er, I  must  object  strongly  to  such  costly  and  unproductive  proposals. 

Part  of  the  so-called  scientific  method  involves  learning  from  previous  experi- 
ments, surveys,  observations,  etc.,  applying  this  knowledge  to  new  situations,  and  if 
necessary  filling  in  the  gaps.  It  does  not  mean  continued  re-invention  of  the  wheel 
and  unfortunately  this  seems  to  have  been  happening  in  oil  spill  research  time  and 
time  again.  This  seems  to  have  been  recognized  in  the  changing  approach  being 
adopted  by  the  BLM. 

The  new  approach  they  appear  to  have  adopted  is  to  define  the  relative  questions 
and  ask  them;  look  at  the  available  data  for  answers;  fill  in  the  gaps  in  the  data. 
This  process  is  currently  underway  for  central  and  northern  California  in  relation 
to  lease  sale  No.  53. 

There  obviously  is  not  time  for  extensive  field  benchmark  studies  in  the  next  18 
months.  Such  studies  need  to  be  conducted  over  much  longer  periods  in  order  to 
allow  for  annual  variability  and  other  long  term  variability. 

However,  the  BLM  has  conducted  extensive  studies  in  other  parts  of  the  United 
States  including  southern  California.  Basic  scientific  principles  learned  from  these 
studies  and  studies  by  other  research  groups,  along  with  the  data  available  from 
northern  and  central  California,  should  provide  the  information  necessary  to  make 
these  decisions.  This  could  definitely  be  accomplished  in  the  time  available. 

Now,  I  recognize  there  are  some  differences  to  be  considered.  These  studies  should 
accentuate  these  differences,  indicate  those  areas  in  need  of  further  study,  indicate 
possible  environmental  restrictions  associated  with  certain  leases  and  could  even 
indicate  the  need  to  delay  sale  of  some  leases  until  the  next  sale. 

Let  us  consider  one  potential  problem  area  in  particular— that  is  the  greater  area 
of  marsh  habitats  in  northern  and  central  California  than  in  southern  California. 
You  know,  if  we  are  to  accept  that  these  are  desirable,  important  natural  resources 
that  should  be  maintained  and  protected  at  all  costs,  protection  against  oil  pollution 
should  be  part  of  the  overall  management  program  for  these  resources  since  the 
potential  for  oil  pollution  currently  exists  for  these  areas.  In  other  words,  if  we 
accept  the  basic  premise  of  maintenance  and  protection  of  these  areas,  they  must  be 
protected  against  oil  pollution  anyway  so,  while  they  may  necessitate  environmental 
restrictions  on  leasing,  I  do  not  see  that  the  whole  No.  53  lease  sale  should  be 
delayed  because  of  these  marshes. 

I  also  question  whether  the  vulnerability  of  areas  can  be  used  to  delay  a  lease  sale 
when  other  operations  are  currently  allowed  in  such  areas  which  could  cause  a 
greater  detrimental  impact  than  the  proposed  oil  operations  in  an  area.  For  exam- 
ple beach  maintenance  programs  on  public  beaches  appear  to  have  a  greater  nega- 
tive impact  on  the  biota  of  these  beaches  than  the  offshore  oil  industry.  Surely  such 
practices  are  favoring  special  interest  groups  and  are  not  unbiased  environmental 
assessment. 

In  summary,  based  on  the  available  information,  I  believe  than  an  environmental 
assessment  can  be  made  prior  to  lease  sale  No.  53  that  would  identify  areas  of 
potential  concern  and  provide  information  regarding  environmental  restrictions  on 
specific  leases  prior  to  submission  of  the  bids.  Thank  you  very  much  for  your  time. 

Dr.  Straughan.  In  that  study,  first  of  all  I  should  mention  one  of 
the  things  we  tried  to  do  in  the  study  was  not  only  our  own  work, 
but  we  tried  to  include  the  work  of  other  people.  So  we  used  data 
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gathered  by  the  State  and  we  also  referred  to  other  people's  re- 
search. 

In  that  study  we  found  changes  in  populations  of  barnacles. 
There  was  some  report  of  eel  grass  being  affected,  things  like  that 
in  the  intertidal  zone.  We  also  recorded  resettlement  of  animals  as 
early  as  May,  June,  after  the  spill  in  the  intertidal  zone.  And  the 
area  had  started  to  recover. 

Now  there  were  surveys  on  the  bird  populations,  and  this  in- 
volved counting  dead  bodies.  Now,  unfortunately  it  is  difficult  to 
say  what  population  you  are  dealing  with,  what  percentage  of  birds 
you  picked  up,  did  all  the  birds  you  pick  up  die  from  oil,  or  did  you 
pick  up  all  the  birds  that  died  from  oil.  So  these  data  are  difficult 
to  interpret. 

What  we  did  several  years  later  was  to  look  at  Audubon  censuses 
to  try  and  see  if  there  was  a  change  in  the  bird  populations  over  a 
long-term  period.  Unfortunately,  when  we  analyzed  these  data  they 
showed  the  greatest  correlation  between  the  number  and  type  of 
birds  seen  was  with  the  number  of  people  out  there  looking.  In 
other  words,  the  data  did  not  tell  us  anything.  But  it  did  not  show 
large  decreases  in  the  bird  populations.  So  this  is  what  I  mean 
when  we  have  not  been  able  to  find  any  long-term  detectible  im- 
pacts. 

We  looked  at  things  like  whale  strandings,  compared  them  with 
other  data.  We  looked  at  fish  sighting  data,  various  things  like 
that.  But  we  have  also  looked  at  sandy  beach  data.  In  fact,  we 
worked  on  sandy  beaches  up  until  now  under  various  projects.  We 
have  not  been  able  to  find  these  long-term  effects. 

I  might  add  that  for  those  who  are  interested,  there  are  other 
oilspills  that  I  have  worked  on  where  I  have  found  long-term 
effects  of  oil,  just  for  the  record. 

The  Chairman.  That  was  going  to  be  the  next  comment  I  was 
going  to  make.  Would  the  study  of  Santa  Barbara  have  been  rele- 
vant to,  say,  a  study  of  another  area  on  the  northern  or  central 
part  of  California  where  a  similar  type  spill  would  occur? 

Dr.  Straughan.  OK.  We  have  done  some  work  on  extrapolation 
of  data.  Now,  when  you  are  extrapolating  data  you  have  to  be  very 
careful.  You  have  to  consider  things  like  changes  in  species, 
changes  in  the  temperature  they  live  in,  things  like  that.  But  we 
believe  we  can  extrapolate  data  fairly  well. 

We  have  also  found  a  lot  of  species  we  worked  with  in  the  Santa 
Barbara  Channel  extend  further  north.  We  think  that  you  could 
extrapolate,  assuming  the  same  type  of  oilspill,  further  north. 

The  Chairman.  There  is  about  a  20,000-barrel-a-year  spillage 
into  the  Santa  Barbara  Channel  from  natural  seepage.  Has  your 
research  addressed  spillage  from  natural  seepage? 

Dr.  Straughan.  We  have  done  some  work  on  the  long-term 
effects  of  natural  chronic  exposure  to  oil.  One  of  the  theories 
advanced  was  the  natural  biota  of  the  channel  have  been  exposed 
to  this  oil  over  long  periods.  And  we  have  found  indications  that  in 
small  isolated  areas  the  individual  animals  seem  to  have  built  up  a 
tolerance  for  oil. 

Now,  these  species  in  general  have  pelagic  larval  forms.  In  other 
words,  the  animals  that  settle  in  an  area,  the  mother  generally 
wasn't  there.   In  other  words,   it  is   not  a  genetic  buildup.   The 
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animals  must  have  built  up  some  tolerance  after  they  were  there, 
or  maybe  they  were  selected  for  the  time  of  settlement.  We  have 
not  been  able  to  detect  a  large-scale  what  you  might  call  increase 
in  tolerance  of  oil.  But  there  is  a  patchy  increase. 

The  Chairman.  Mr.  Spalding. 

Mr.  Spalding.  Mr.  Chairman,  Dr.  Ogle  has  a  problem  in  catching 
a  plane.  If  there  are  questions  of  Dr.  Ogle,  can  they  be  asked  at 
this  time? 

The  Chairman.  Are  there  questions  of  Dr.  Ogle? 

Mr.  Hughes.  Dr.  Ogle,  during  your  testimony  you  indicated  that 
certain  types  of  interpretive  work,  are  beyond  the  current  capabili- 
ty of  the  USGS.  I  wonder  if  you  could  be  a  little  more  specific  in 
that  regard? 

Mr.  Ogle.  Well,  I  would  like  that  put  in  the  context  with  the  rest 
of  the  quotation.  What  I  actually  said  was  that  their  capability, 
considering  the  amount  and  quality  of  data  at  their  disposal,  and 
this  is  the  most  important  factor  involved  here,  and  this  point  has 
been  discussed  earlier  in  the  hearing  today,  depends  on  how  you 
obtain  data  and  what  is  available  to  the  Government. 

It  certainly  is  not  any  surprise  to  anybody  that  the  companies 
that  spend  the  money  preparing  for  competitive  bidding  have  more 
data  in  their  hands  than  any  governmental  agency  does,  at  least  as 
far  as  the  data  that  the  governmental  agency  can  use.  Eventually 
today  all  the  information  has  to  be  turned  over  to  the  USGS  that  is 
acquired  by  the  companies.  But  it  is  held  confidential  within  the 
USGS. 

Mr.  Hughes.  They  have  that  available  to  them,  do  they  not? 

Mr.  Ogle.  Yes.  But  to  my  knowledge  they  cannot  use  it  for  the 
estimation  of  reserves.  It  is  a  different  department. 

Mr.  Hughes.  Are  you  suggesting  it  is  beyond  the  capability  of 
anyone  to  make  that  type  of  determination  prior  to  the  actual 
sinking  of  wells? 

Mr.  Ogle.  Again  I  get  back  to  the  same  point,  the  amount  and 
quality  at  their  disposal.  Disposal  is  the  prime  term  there.  And  as 
to  how  available  it  is.  Many  companies  would  not  make  the  state- 
ment I  am  making  today. 

Mr.  Hughes.  I  know  that. 

Mr.  Ogle.  Major  oil  companies  have  a  very  strong  feeling  inter- 
nally, my  colleague  on  my  right  couldn't  make  the  same  statement 
I  would  make.  And  yet  as  an  independent,  I  feel  more  open  about 
the  situation,  because  we  are  out  there  struggling,  picking  with  the 
chickens  you  might  say,  I  guess,  and  so  I  feel  that  you  can  make 
strong  statements  if  you  have  more  data.  But  again,  it  is  a  guess. 

All  I  am  saying  here  is  that  as  you  noticed,  you  have  to  drill  the 
wells  before  you  find  out. 

Mr.  Hughes.  I  appreciate  your  candor.  I  am  not  trying  to  quibble 
with  you.  There  is  no  question  but  that  until  we  begin  to  sink  wells 
into  a  structure,  we  don't  really  know  what  is  there.  And  even 
after  we  have  sunk  a  couple  of  wells,  we  often  don't  know  the 
extent  of  a  structure.  But  aren't  you  making  a  pretty  good  case  for 
more  prelease  exploration  on  structure? 

Mr.  Ogle.  No.  I  think  that  the  system,  the  way  it  is  working,  is 
probably  as  adequate  as  you  could  imagine.  I  don't  really  know 
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how  there  is  going  to  be  a  great  amount  of  driUing  on  structure.  To 
my  knowledge 

Mr.  Hughes.  You  have  been  doing  a  lot  of  exploratory  work  in 
the  lease  sale  53  area  from  your  testimony.  I  assume  that  is  seismic 
and  geophysical. 

Mr.  Ogle.  Yes. 

Mr.  Hughes.  Any  cost  wells? 

Mr.  Ogle.  No.  Shallow  core  holes,  punch  core-type  of  things.  This 
sale,  as  I  mentioned  before,  is  unusual  in  the  fact  that  there  have 
been  20  wells  drilled  in  the  1960's.  Now,  in  the  state-of-the-art 
situation  that  exists  in  the  oil  business,  information  from  the 
1960's  is  very  important  compared  with  something  from,  say,  the 
1940's  or  1950's,  because  the  technology  moves  very  fast.  But  this  is 
still  good  data.  And  the  USGS  only  released  this  in  1975.  It  was 
held  confidential  from  1967  until  1975.  And  at  that  time  it  was 
released.  And  that  was  probably  the  most  important  impact  for 
this  future  sale  that  there  could  be. 

Mr.  Hughes.  Let  me  take  you  back  once  again  to  your  statement. 
I  don't  want  to  quote  you  out  of  context.  You  condition  your 
statement  that  they,  that  is  USGS,  do  not  have  current  capability 
to  estimate  reserves  based  upon  the  amount  and  quality  of  data  at 
their  disposal.  You  are  not  suggesting  that  they  do  not  have  the 
same  data  that  industry  has? 

Mr.  Ogle.  Of  course  I  am  suggesting  they  do  not  have  the  same 
data,  that  they  can  release. 

Mr.  Hughes.  No.  Not  to  release.  We  realize  that  much  of  the 
data  that  is  shared  with  USGS  is  confidential. 

Mr.  Ogle.  It  is  my  opinion  that  they  cannot  use  data  obtained 
confidentially  to  determine  the  potential  reserves.  That  is  my  opin- 
ion. I  am  not  in  the  USGS.  You  might  ask  them. 

Mr.  Hughes.  Mr.  Silcox,  do  you  agree  with  that? 

Mr.  Silcox.  Let  me  put  it  this  way. 

Mr.  Hughes.  Can  you  tell  me?  Do  you  agree  with  that,  that 
USGS  receives  information  from  the  industry 

Mr.  Silcox.  My  statement  to  you  would  be  the  USGS  is  as 
competent  at  making  resource  evaluations  as  anyone  in  my  organi- 
zation is.  That  is  my  answer  to  you. 

Mr.  Hughes.  They  have  the  same  information  that  is  available 
to  your  people.  Perhaps  their  interpretation  might  be  different.  But 
they  have  the  same  capability? 

Mr.  Silcox.  The  U.S.  Geological  Survey  has  available  to  them  for 
purchase  any  speculative  seismic  surveys  that  have  been  shot  in 
the  OCS.  They  have  a  right  to  call  for  any  proprietary  data  shot  by 
any  individual  company.  In  the  matter  of  resource  estimation, 
basically  it  is  a  matter  of  determining  sediment  volumes  and  mak- 
ing the  conversion  from  that  into  barrels  of  oil  in  place.  In  that 
process,  I  would  say,  my  conclusion  is  that  the  speculative  seismic 
grids  available  are  sufficient  to  make  as  accurate  a  resource  assess- 
ment as  possible. 

Mr.  Hughes.  Mr.  Ogle  suggested  by  his  last  comment  that  USGS 
was  not  able  to  use  some  of  the  confidential  information  that  was 
available  to  interpret  the  data.  USGS  furnishes  us  with  their  re- 
source potential.  They  give  us  a  minimum,  a  high,  as  well  as  a 
probable. 
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It  was  Mr.  Ogle's  suggestion  that  USGS  was  not  able  to  use 
much  of  the  confidential  information  in  trying  to  interpret  the 
seismic  geophysical  information  as  well  as  some  of  the  company 
information  received  from  cost  wells. 

Do  you  agree  with  that? 

Mr.  SiLCOX.  I  really  cannot  respond  to  that.  I  am  only  suggesting 
that  the  proprietary  data  we  shoot  is  data  that  is  very  finite  in  its 
extent,  and  generally  localized  for  some  element  of  structural  or 
stratigraphic  interpretation,  and  is  not  important  in  the  context  of 
making  reserve  estimates.  He  has  raised  a  question  as  to  whether 
or  not  they  can  transfer  seismic  data  that  comes  into  them  to 
different  branches  of  the  Interior  Department.  I  would  suspect  they 
can,  and  they  do  use  it.  But  I  cannot  answer  defnitively  to  you. 

Mr.  Hughes.  I  just  cannot  imagine  USGS,  not  being  able  to 
share  that  information  with  people  that  have  to  make  other  deci- 
sions such  as  the  decision  what  minimum  bid,  for  instance,  to  put 
on  a  particular  tract. 

Are  we  going  to  accept  a  bid  if  it  is  at  least  $25  million  or 
whatever?  I  cannot  imagine  USGS  not  being  able  to  share  that 
information  with  people  that  make  that  decision  so  that  they  can 
assure  the  public  receives  fair  value  for  the  leases,  and  make  a  lot 
of  other  decisions  that  have  to  be  made  in  prioritizing  tracts  and 
calling  for  nominations. 

Mr.  Chairman,  I  realize  I  am  beyond  my  5  minutes.  Thank  you. 

The  Chairman.  Mr.  Miller,  do  you  have  any  questions  for  Mr. 
Ogle? 

Mr.  Miller.  No,  not  for  Mr.  Ogle. 

The  Chairman.  Mr.  Burton. 

Mr.  Burton.  Yes,  for  Mr.  Ogle. 

I  got  a  little  bit  mixed  up  on  the  statement  of  proprietary  inter- 
ests and  information.  Was  it  Mr.  Ogle  or  Mr.  Silcox  that  felt  that 
should  be  withheld? 

Mr.  Ogle.  Excuse  me.  Are  you  asking  me  a  question? 

Mr.  Burton.  Yes. 

Mr.  Ogle.  What  is  the  question?  I  didn't  understand  it. 

Mr.  Burton.  Well,  I  believe,  although  my  ears  go  out  on  me 
sometime,  as  they  get  clouded  up,  that  Mr.  Hughes  was  asking  a 
question  about  proprietary  information,  and  there  seemed  to  be  a 
disagreement  between  you  and  Mr.  Silcox.  Unfortunately  my  ears 
went  out  at  the  time  you  made  your  statement  about  proprietary 
interests,  whether  or  not  the  Government  does  have  a  right  to  that. 

Mr.  Ogle.  My  interpretation  needs  perhaps  a  little  further  expla- 
nation. There  are  various  kinds  of  data.  Mr.  Silcox  mentioned  that 
the  Government  was  able  to  acquire  any  so-called  proprietary  in- 
formation developed  by  geophysical  companies,  for  example,  that 
speculate  on  the  fact  that  somebody  will  buy  the  seismic  data  once 
they  shoot  it.  And  this  amounts  to  a  great  amount  of  the  informa- 
tion that  is  available.  And  this  is  true. 

Once  the  information  is  acquired  in  that  manner,  there  is  no 
question  that  the  USGS  can  use  it  any  way  they  wish.  My  personal 
opinion 

Mr.  Burton.  So  I  can  understand — if  the  USGS  from  a  company 
gets  proprietary  data,  they  could  then  go  out  and  give  it  to  compet- 
itors? 
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Mr.  Ogle.  No.  This  is  what  I  said:  My  opinion  was  that  if  the 
information  was  shot,  say  a  seismic  survey  was  shot  by  an  individu- 
al company  for  its  own  account,  and  then  they  are  required  by  law 
to  turn  over  a  copy  to  the  Government,  to  the  USGS,  as  a  part  of 
their  permit  requirement,  that  my  opinion  was,  and  it  may  be 
faulty,  that  that  information  was  then  held  confidential  within  the 
USGS. 

Mr.  Burton.  Yes,  that  would  be  my  opinion,  too. 

Mr.  Ogle.  That  is  my  understanding  of  it.  As  I  suggested,  if  the 
USGS  has  a  different  opinion,  and  there  are  members  present,  I 
think  it  would  be  a  good  idea  to  talk  to  them. 

Mr.  Burton.  I  would  tend  to  agree  with  you,  unless  there  is 
something  in  there  faulty.  You  made  a  statement  on  page  3  of  your 
statement  if  it  is  not  a  frontier  area,  a  great  deal  is  known  about  it 
geologically,  environmentally.  In  1963  they  had  20  exploratory 
wells.  There  was  no  damage  to  the  environment,  no  drilling  prob- 
lems. And,  as  I  recall,  no  oil.  Am  I  correct? 

Mr.  Ogle.  Was  that  a  question? 

Mr.  Burton.  The  question  was  I  was  reading  your  statement 
when  I  said  am  I  correct,  that  was  the  question. 

Mr.  Ogle.  I  did  not  say  anything  about  what  they  found. 

Mr.  Burton.  I  did.  Is  that  correct?  It  is  my  understanding  that 
they  were  dry. 

Mr.  Ogle.  All  wells  that  are  drilled  offshore  as  exploratory  holes 
are  plugged. 

Mr.  Burton.  My  question  is,  were  those  wells  dry  wells? 

Mr.  Ogle.  Well,  the  question  then  becomes  very  complicated, 
because  what  is  a  dry  well? 

Mr.  Burton.  I  only  ask  it  because  you  make  a  great  statement 
that  you  had  20  wells  without  damage  to  the  environment.  If  all 
you  came  up  with  is  salt  water 

Mr.  Ogle.  To  put  that  into  context  for  you,  and  I  don't  know  how 
much  time  we  have 

Mr.  Burton  [continuing].  I  just 

Mr.  Ogle  [continuing].  There  were  no  cases  where  there  were 
any  tests  made  in  those  wells.  There  were  no  cases  where  pipe  was 
set  or  where  there  was  testing  of  the  normal  type  that  we  do  today 
in  establishing  whether  there  was  any  fluid  or  not. 

Mr.  Burton.  Why  did  you  drill? 

Mr.  Ogle.  I  didn't  drill. 

Mr.  Burton.  We  have  just  heard  complaints  they  don't  want  to 
do  drilling.  You  drill  20  wells,  and  then  they  didn't  want  to  find 
out  if  they  hit  anything? 

Mr.  Ogle.  In  the  opinion  of  the  companies  at  the  time  I  have  to 
assume  that  they  felt  what  they  found,  where  they  drilled,  was  not 
commercial.  And  therefore  since  they  owned  the  leases  on  which 
they  drilled,  we  have  to  assume  that  they  did  not  feel  in  1963 

Mr.  Burton.  The  oil  was  not  commercial? 

Mr.  Ogle.  We  don't  have  any  statements  from  the  companies. 
All  the  U.S.  Geological  Survey  released  was  the  basic  data. 

Mr.  Burton.  I  just  want  to  clarify  that.  Because  the  fact  that  it 
wasn't  a  frontier,  and  that  you  did  something,  and  there  was  no 
problem,  if  they  drilled  dry,  I  would  think  there  shouldn't  be  a 
problem.  I  will  write  a  letter  later.  I  want  you  to  catch  your  plane. 
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Mr.  Ogle.  I  think  the  best  way  to  summarize  that  is  if  we 
thought  they  completely  failed,  we  would  not  have  42  companies, 
in  the  group  I  run,  back  there  exploring  this  area. 

Mr.  Burton.  Are  you  drilling  exploratory  wells? 

Mr.  Ogle.  There  is  no  way  you  could  at  this  time. 

Mr.  Burton.  Why? 

Mr.  Ogle.  Because  we  are  still  doing  the  preliminary  exploratory 
work. 

Mr.  Burton.  Oh. 

The  Chairman.  Mr.  McCloskey. 

Mr.  McCloskey.  Mr.  Ogle,  can  you  give  us  any  comment  as  to 
why  there  is  such  a  broad  difference  between  the  USGS  appraisal 
regarding  offshore  reserves  and  yours  which  is  three  to  four  times 
as  much?  How  should  this  committee  evaluate  two  such  widely 
different  estimates? 

Mr.  Ogle.  I  think  there  are  probably  a  couple  of  reasons  at  least. 
One  would  be  that  I  think  that  perhaps  we  have  more  data  and 
have  concentrated  longer  in  the  area,  have  had  more  people  deeply 
involved  in  it.  I  don't  think  that  our  people  are  any  better  than  the 
USGS  people.  They  have  good  geologists  and  good  geophysicists. 
But  I  think  we  have  more  data  available  at  our  disposal. 

And  I  feel  that,  second,  perhaps  I  can  be  a  little  bit  more  free- 
thinking  about  what  I  think  is  there.  And  there  is  also  in  that  case 
a  typical  situation  of  exploratory  geologists,  that  if  they  have  been 
in  the  oil  business  a  long  time,  and  take  all  the  data  that  is  put 
together,  and  they  fit  it  in  and  compare  it  with  adjacent  areas  that 
they  know  quite  well,  such  as  we  have  been  working  the  Santa 
Barbara  Channel  for  a  number  of  years,  we  know  what  has  hap- 
pened there,  we  have  a  very  intimate  knowledge  of  the  types  of 
things  that  have  been  discovered.  And  we  are  fitting  that  informa- 
tion in,  in  a  practical  way  with  what  we  know  is  immediately 
adjacent  to  the  Santa  Barbara  Channel. 

Mr.  Burton.  On  this  lease  sale  53,  we  had  a  controversy  develop 
today  of  the  State  saying  that  they  have  gotten  in  lease  sale  48  the 
companies  to  agree  to  pipeline.  Is  that  possible  for  lease  sale  53  in 
your  judgment?  Is  there  a  limit  of  the  amount  of  oil  that  must  be 
there  economically  to  justify  the  construction  of  a  pipeline? 

Mr.  Ogle.  Well,  it  is  a  pretty  complicated  situation  when  we  are 
dealing  with  such  a  long  stretch  of  coast.  I  think  it  would  depend  a 
great  deal  on  where  it  was  found.  If  it  was  found  in  the  Santa 
Maria  Basin,  it  would  not  be  a  really  difficult  thing  to  take  a 
pipeline  onshore  and  possibly  tie  in  with  other  pipelines.  If  it  was 
found  in  Mendocino  County,  I  think  obviously  there  are  no  pipe- 
lines I  am  sure  there  today,  it  would  be  a  much  more  difficult 
problem  to  utilize  a  pipeline  at  this  time. 

It  gets  down  to  a  case,  which  is  beyond  my  scope  as  an  explora- 
tion and  production  man,  as  to  how  much  oil  you  have  to  find  for 
how  many  miles  of  pipeline  to  be  economically  feasible.  So  it  is  a 
different  situation  as  to  pipelines,  according  to  what  you  have 
found. 

Another  situation  which  would  be  perhaps  in  the  area  of  the  Eel 
River  Basin,  the  northernmost  area  up  for  consideration,  is  that 
probably  natural  gas  would  be  found  in  that  area.  Well,  there  is  a 
natural  gas  pipeline  onshore  which  actually  today  brings  gas  from 


697 

the  Sacramento  Valley  into  that  area,  because  the  area  is  so  short 
of  gas.  In  that  case  it  would  be  a  very  advantageous  thing  to  take 
gas  from  offshore  into  a  pipeline  and  take  it  to  the  Sacramento 
Valley,  and  bring  it  down  into  the  San  Francisco  Bay  area. 

Mr.  McCloskey.  Thank  you. 

The  Chairman.  All  right. 

Mr.  Ogle,  when  you  have  to  leave,  you  feel  free  to  go  right  ahead. 

Mr.  Ogle.  Thank  you. 

The  Chairman.  Industry  initiatives  led  to  the  formation  of  the 
Clean  Gulf  Associates  in  1972  and  the  Clean  Atlantic  Associates  in 
1975  to  stockpile  and  maintain  oil  spill  equipment  in  their  respec- 
tive areas.  What  oil  spill  reaction  capabilities  exist  or  are  planned 
for  California's  OCS  activities? 

Mr.  Spaulding.  Mr.  Chairman,  at  virtually  all  locations  where 
oil  is  presently  being  produced  along  the  coast  of  California  there 
are  organizations  which  have  been  established  in  order  to  provide 
that  capability. 

At  the  present  time  in  the  northern  California  coastline,  I  think 
the  farthest  north  lies  in  San  Francisco  Bay.  But  aside  from  that, 
my  impression  is  there  is  nothing  farther  north  than  San  Francis- 
co. 

In  the  event  production  were  found,  and  it  turns  out  to  be 
commercial,  then  clearly  there  would  be  an  organization  formed  in 
order  to  provide  that  capability. 

The  Chairman.  Similar  to  Gulf  Associates? 

Mr.  Spaulding.  Yes,  indeed.  For  instance,  we  have  Clean  Seas  in 
Santa  Barbara.  We  have  Clean  Bay  in  San  Francisco.  And  a  simi- 
lar organization  in  the  Port  of  Los  Angeles  at  Long  Beach. 

Mr.  Miller.  Mr.  Chairman,  I  would  assume  that  the  building  of 
that  capability,  assuming  there  is  drilling  north  of  San  Francisco, 
or  even  the  Santa  Cruz  area,  that  the  capability  is  different  than 
that  that  would  be  required  in  the  Clean  Bay  operation  in  San 
Francisco  Bay,  which  is  basically  an  inland  waterway,  that  could 
be  done  with  skimmers  and  basically  directed  in  offloading  oper- 
ations in  the  bay. 

This  morning  the  Coast  Guard  indicated  in  their  view  that  capa- 
bility was  not  in  place,  and  it  is  reasonable  to  understand  why  it  is 
not  because  you  are  not  drilling. 

But  I  would  be  very  interested  if  you  can  supply  to  this  commit- 
tee sort  of  what  you  anticipate  being  necessary.  You  can  use  USGS 
figures,  or  Mr.  Ogle's  figures,  or  others,  the  level  of  activity,  what 
will  be  needed  in  1981,  1982,  and  later  if  the  sales  take  place,  and 
as  production  is  anticipated,  what  kind  of  equipment. 

Obviously,  we  are  finding  out  much  of  the  equipment  that  we 
have  is  incapable  of  dealing  with  something  like  is  going  on  in  the 
Gulf  of  Mexico  at  this  time.  So  are  we  talking  about  a  new  genera- 
tion of  spill  equipment  and  readiness  capability. 

To  what  extent  should  the  Government  back  up  that  capability 
by  the  private  sector?  I  think  that  is  going  to  be  very  important  as 
we  continue  down  this  road  in  the  exploration  of  this  coast  because 
with  our  prevailing  weather,  most  things  will  probably  come 
ashore  if  unfortunately  we  have  that  situation. 

So  if  you  could  give  us  an  outline  in  the  near  future  of  what  the 
Western  Oil  &  Gas  Association  and  its  members  anticipate,  what 
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would  be  the  state  of  the  art  down  the  road,  I  think  that  would  be 
very  helpful  to  us  because  it  is  something  we  are  going  to  have  to 
get  very  clear  to  put  people's  minds  at  rest  for  any  type  of  addition- 
al development  on  the  coast. 
Mr.  Spaulding.  We  would  be  pleased  to  do  that. 
Mr.  Miller.  Thank  you. 
[The  information  follows:] 

Southern  California— Petroleum  contingency  Organization, 

San  Pedro,  Calif.,  November  19,  1979. 

Hon.  John  Murphy, 

House  of  Represen tati ves, 

Congress  of  the  United  States,  Washington,  D.C. 

Dear  Representative  Murphy:  The  Western  Oil  &  Gas  Association  has  asked  me 
to  respond  to  your  recent  inquiry  as  to  the  status  of  oil  spill  recovery  capability  in 
Southern  California.  . 

Attached  is  a  brief  report  covering  the  major  equipment  now  available  m  Southern 
California.  Only  that  equipment  owned  by  the  industry  cooperatives  has  been  listed. 

Los  Angeles/San  Pedro/San  Diego  all  have  competent  well  equipped  contractors 
who  take  care  of  the  normal  harbor  and  near  off  shore  spills  in  their  areas.  Santa 
Barbara  is  an  exception  where  the  co-op  (Clean  Seas)  responds  to  all  spills  as  there 
are  no  contractors  in  that  area.  Upon  request  by  the  United  States  Coast  Guard  all 
the  co-op  equipment  is  available  for  their  use.  Upon  occasion  the  equipment  is 
called  upon  for  larger  spills.  (The  Sansanina  explosion  in  San  Pedro  Harbor  used  a 
considerable  amount  of  co-op  equipment.)  The  attached  report  also  does  not  include 
any  equipment  owned  by  the  individual  oil  companies.  Marine  Terminal,  Platforms, 
Drilling  Rigs,  Refiners,  Pipeline  Terminals  have  immediate  response  capabilities. 
They  are  equipped  to  contain  any  mishap  until  larger  co-op  contractor  equipment 
arrives  on  scene. 

The  attached  report  covers  over  10  million  dollars  worth  of  equipment.  The 
maintenance  of  the  equipment  and  training  of  personnel  are  top  priority  items  with 
the  Southern  California  Co-ops  and  it  involves  an  annual  expense  of  some  IV2  million 
dollars.  The  co-ops  are  supported  solely  by  the  industry. 

For  the  past  two  years  the  American  Petroleum  Institute  has  contracted  with  the 
SC-PCO  to  undertake  a  research  project  to  develop  the  feasibility  of  applying 
chemical  dispersants  at  sea  by  aircraft  as  well  as  vessel.  The  second  of  a  series  of 
tests  were  completed  in  September.  These  tests  proved  that  aircraft  application  of 
dispersants  is  indeed  a  viable  one.  (Incidentally,  it  is  now  being  used  world-wide 
except  in  the  U.S.  where  EPA  approval  is  required  in  each  instance.) 

I  have  taken  the  liberty  of  sending  you  a  20  minute  movie  of  our  1978  tests  and 
will  send  a  report  of  our  1979  tests  when  it  is  completed.  You  will  note  in  the 
attached  report  that  we  are  sufficiently  convinced  that  dispersant  application  by 
aircraft  is  an  essential  tool  and  we  are  now  negotiating  a  contract  for  a  dedicated 
four  engined  aircraft  to  respond  to  Southern  California  needs  within  4  hours  of  our 
call. 

Also  under  separate  cover  you  will  receive: 

(a)  Response  Measures  for  Selected  Economic  and  Biologically  Sensitive  Areas, 
which  covers  the  SC-PCO/CCW  areas  of  interest  (  Pt.  Dume  to  the  Mexican  Border. 

(b)  Case  Study  of  Sensitive  areas— Santa  Barbara  Channel,  (which  covers  the 
Clean  Seas  area  of  interest). 

If  further  information  or  detail  is  desired  please  call. 
Yours  truly, 

Charles  D.  Barker, 

General  Manager. 

Enclosure. 

Southern  California — Petroleum  contingency  Organization, 

San  Pedro,  Calif,  November  13,  1979. 

Hon.  John  Murphy, 
House  of  Representatives, 

Congress  of  the  United  States,  Washington,  D.C. 
Dear  Sir:  To  accompany  report  entitled  "Oil  Spill  Recovery  Resources — Southern 

California",  dated  November  1979. 

C.  D.  Barker. 

Enclosure. 

[Committee  note:  Reports  on  file  with  the  committee.] 
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The  Chairman.  USGS  has  estimated  that  the  tracts  in  sale  53 
would  produce  548  million  barrels  of  oil  and  621  billion  cubic  feet 
of  gas. 

Would  you  comment  on  what  that  size  product  represents,  and 
whether  or  not  the  industry  would  be  capable  of  building,  let's  say, 
an  infrastructure  onshore  and  a  pipeline  to  get  it  in  from  the 
producing  areas? 

Mr.  SiLCOX.  I  would  like  to  respond  to  that,  if  I  may. 

It  will  depend  upon  the  size  of  the  individual  cumulations  that 
are  actually  found  in  the  course  of  exploration.  If  a  series  of  very 
small  accumulations,  10  million,  15  million  barrel  oil  fields  are 
found,  I  think  there  is  a  strong  likelihood  that  they  would  not  be 
developed  in  the  marine  environment. 

However,  if  the  500  million  barrels  that  you  are  talking  about 
are  found  in  fields  of  50  million  barrels  to  100  million  barrels 
apiece,  in  all  likelihood  some  means  would  be  found  to  produce 
them. 

So  it  depends  upon  how  it  is  found. 

The  Chairman.  Would  you  comment  on  the  USGS  estimates  of 
548  million  barrels? 

Mr.  SiLCOx.  I  think  we  are  making  much  ado  about  nothing. 
First  of  all,  I  agree  fully  with  Mr.  Langenkamp's  statement  this 
morning  that  you  shouldn't  put  too  much  faith  in  those  numbers.  I 
know  I  make  my  own  estimates,  my  people  make  estimates,  and 
they  vary  all  over  the  ball  park.  It  depends  upon  how  optimistic 
you  want  to  be,  how  you  view  a  whole  series  of  things. 

At  any  rate,  I  would  say  this:  If  you  look  at  the  USGS  report,  I 
believe  it  says  for  the  basins  involved,  that  the  mean  value  of 
potential  reserves  is  somewhere  around  a  billion  barrels. 

Now,  I  think  that  the  Secretary  has  already  been  more  generous 
in  terms  of  trying  to  ameliorate  opposition  to  the  sale  by  cutting 
down  on  the  size  of  the  sale  to  where  only  one-seventh  of  the  tracts 
that  were  nominated  are  actually  being  considered  for  an  EIS 
statement. 

Now,  when  you  look  at  it  in  that  context,  where  he  says  only  500 
million  barrels,  you  are  looking  at  500  million  barrels  in  one- 
seventh  of  the  area  which  is  potential. 

So  I  think  that  there  is  a  play  on  numbers  here  that  is  mislead- 
ing, and  those  that  are  really  interested  in  seeking  delay  are  using 
this  as  a  delaying  tactic. 

The  Chairman.  In  the  discussion  of  sour  crude  and  refinery 
capacity  to  handle  different  types  of  crudes  on  the  west  coast, 
would  you  speculate  as  to  what  type  of  crude  could  be  found  in  the 
OCS  areas  of  central  and  northern  California? 

Mr.  SiLCOX.  In  many  aspects  the  sediments  found  by  the  20  wells 
drilled  in  the  mid-sixties  are  similar  to  the  sediments  that  are 
found  in  the  producing  basins  of  onshore  California. 

In  this  respect,  I  think  we  can  expect  it  to  be,  the  gravities  of  the 
oil  to  be  moderate,  and  that  is  somewhere  between  20,  25  gravity 
range,  perhaps  a  little  bit  higher. 

I  would  expect  that  there  is  a  good  likelihood  that  there  will  be 
some  sulfur  involved.  I  don't  think  it  will  be  by  and  large  for  all 
the  basins  a  consistent  sulfur  value.  I  don't  think  it  will  be  a 
problem  in  terms  of  handling  it. 
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I  might  state  that  this  problem  is  perceived  differently  by  differ- 
ent people.  Chevron  USA,  of  course,  has  been  involved  in  Saudi 
Arabia  for  many,  many  years  and  we  have  taken  heavy  crude  out 
of  Saudi  Arabia  for  a  long,  long  time. 

Our  refineries  were  constructed  to  handle  sour  crude.  And  also 
we  got  the  jump  on  an  awful  lot  of  regulation  and  legislation  about 
5  years  ago,  in  which  we  spent  over  $400  million  in  upgrading  our 
California  refineries  to  be  able  to  handle  Prudhoe  Bay  crude  when 
it  came  onstream. 

As  a  result  of  this.  Chevron  handles  the  large  proportion  of  the 
crude  with  a  higher  sulfur  value  that  comes  out  of  Alaska. 

You  were  having  long  conversations  with  the  people  of  the  State 
here  about  permitting  for  facilities  within  the  State.  I  would  say 
that  while  they  are  very  generous  in  lauding  themselves  for  their 
efforts  in  improving  the  regulatory  environment  and  allowing  us  to 
make  adaptations  to  our  refineries,  as  a  matter  of  fact  I  think  the 
record  clearly  shows  that  this  is  not  the  case. 

The  Chairman.  The  different  panels  today  raised  the  question  of 
the  impact  on  the  ambient  air  quality  of  offshore  drilling.  Would 
you  address  what  the  industry  would  expect  to  do  to  prevent  any 
impact  in  the  ambient  air  quality? 

Mr.  Spaulding.  Mr.  Chairman,  it  was  my  understanding  at  the 
outset  that  we  were  not  to  delve  in  detail  into  that  issue  at  this 
hearing  today,  and  for  that  reason  we  did  not  bring  with  us  our 
experts  in  that  matter. 

However,  the  record,  I  think,  is  available  to  the  committee, 
should  you  wish  it,  of  our  testimony  on  the  effects  of  operations  in 
the  offshore  at  hearings  which  were  held  by  the  Department  of 
Interior  in  Los  Angeles  in  the  early  part  of  July. 

We  provided  extensive  testimony  at  that  time,  and  I  think  the 
record  is  replete  with  our  impressions. 

The  Chairman.  Would  you  provide  this  committee  with  a  copy  of 
that  testimony? 

Mr.  Spaulding.  Of  course. 

[The  following  was  submitted:] 
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Western  Oil  and  Gas  Association 


727  West  Seventh  Street.  Los  Angeles.  Californra  90017 
(213)  627-4866 


September  28,  1979 


Honorable  John  M.  Murphy 
Chairman,  Select  Committee  on 

Outer  Continental  Shelf 
U.  S.  House  of  Representatives 
Washington,  D.  C.   20515 

Dear  Mr .  Murphy : 

On  August  29  we  testified  before  your  Committee  with  regard  to  proposed 
OCS  Sale  #53.   Following  our  testimony,  we  answered  certain  questions 
which  your  Committee  posed  to  us,  and  we  were  invited  to  submit  further 
information  which  may  be  helpful  to  you. 

In  response  to  a  question  concerning  possible  air  pollution  resulting 
from  offshore  operations,  we  replied  that  we  had  prepared  and  presented 
extensive  testimony  at  a  hearing  sponsored  by  the  Department  of  Interior, 
June  7,  1979  in  Los  Angeles  on  just  this  issue.   Please  find  enclosed 
the  statement  which  we  delivered  at  that  hearing,  together  with  other 
attached  materials. 

We  were  also  asked  to  submit  information  concerning  OCS  acreage  under 
lease  in  the  United  States  in  comparison  with  the  amount  of  OCS  acreage 
under  development  in  the  rest  of  the  world.   We  are  enclosing  information 
prepared  by  Mr.  John  K.  Cassell  of  Chevron,  U.S.A.  in  response  to  this 
question. 

Lastly,  we  were  requested  to  furnish  the  Committee  with  information 
concerning  latest  developments  on  the  state  of  the  art  in  dealing  with 
oil  spills  at  sea.   At  the  moment,  we  are  still  compiling  this  information 
and  as  soon  as  it  should  become  available,  we  shall  transmit  it  to  you. 

Sincerely 

RECEIVED 
REP.  JOHN  M.  MURPHY 

A.    0.    Spau] 

nrr  n  1  1Q7Q  ^^'^^  President   and 

UUI  U  1  is/y  General  Manager 

DOC  # REG  # . 

AOS :  mm        AIDE' 
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STATEMENT 
on  Behalf  of  the 

WESTERN  OIL  AND  GAS  ASSOCIATION 
Before  the 

DEPARTMENT  OF  THE  INTERIOR 

Los  Angeles,  California 
June  7,  1979 

Re:   Proposed  Outer  Continental  Shelf 
Emission  Regulations 

My  name  is  Greg  McClintock  and  I  an  appearing  here 
today  on  behalf  of  the  Western  Oil  and  Gas  Association,  a 
trade  association  representing  the  companies  that  conduct 
much  of  the  petroleum  operations  in  the  Western  United  States, 
including  offshore  Santa  Barbara  and  Southern  California. 

I  would  like  to  initially  say  that  we  appreciate 
the  opportunity  which  has  been  accorded  for  public  partici- 
pation during  the  formative  stage  of  these  regulations,  and 
believe  this  has  helped  to  assure  that,  for  the  most  part, 
the  resulting  rules  are  well-drafted  and  consistent  with  the 
underlying  legislative  intent.   As  you  know,  that  intent  is 
set  forth  in  §  5(a)(8)  of  the  Outer  Continental  Shelf  Lands 
Act  Amendments  of  1978,  which  directs  the  Secretary  to 
prescribe  regulations  "for  compliance  with  the  national 
ambient  air  quality  standards  pursuant  to  the  Clean  Air  Act, 
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to  the  extent  that  activities  authorized  under  this  Act 
significantly  affect  the  air  quality  of  any  State." 

While  we  believe  the  legislative  intent  has 
been  largely  fulfilled,  the  proposed  rules  run  contrary  to 
the  Act's  mandate  in  at  least  two  major  respects.   First, 
contrary  to  the  staff's  assertion  that  emissions  will  be 
controlled  "only  when  [they]  significantly  affect  the  air 
quality  of  an  onshore  area,"^  the  regulations  often 
provide  that  there  be  "no  impact,"  and  the  test  for  signi- 
ficant effects  inherently  overregulates.   Second ,  while  the 
Act  only  requires  "compliance  with  the  national  ambient  air 
quality  standards,"  the  proposed  rules  attempt  to  extend  the 
Lands  Act  into  clean  air  areas  as  well.   I  wish  to  briefly 
elaborate  on  each  of  these  points. 

1.   "Significantly  Affects" 

As  the  Department  correctly  states  in  its  Federal 

Register  notice, 

"It  is  clear  that  Congress  intended  that 
the  Secretary  regulate  emissions  from 
activities  authorized  under  the  Act  only 
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hen  these  emissions  significantly  affect 


2/ 
the  air  quality  of  an  onshore  area."—' 


1/         44  Fed. Reg,  at  27450. 

2/    44  Fed. Reg .  at  27450  (emphasis  in  original; 
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We  think  that  the  proposed  rules  do  not  comply  with 
this  limitation  in  several  ways: 

First,  the  exemption  threshold  allowed  for  offshore 
emission  sources  should  —  as  your  staff  agrees  —  be  higher 
than  for  sources  located  onshore.   Because  a  plume  rapidly 
spreads  and  dilutes  as  it  leaves  an  emission  source,  a 
facility  located  on  the  OCS  will  have  a  lesser  impact  on 
onshore  air  quality  than  a  source  of  otherwise  equivalent 
emission  characteristics  located  at  the  shoreline  or  inland. 
The  further  offshore  the  OCS  source  is  located,  the  higher 
the  exemption  limit  should  be.   Furthermore,  the  point  of 
maximum  surface  concentration  for  an  OCS  source  will  occur 
over  water  and  not  onshore. 

Because  of  the  central  importance. of  this  fact, 
WOGA  asked  a  highly-regarded  environmental  consulting  firm, 
Teknekron,  Inc.  of  Berkeley,  California,  to  develop  a  specific 
worst-case  formula  for  extending  EPA ' s  onshore  emission 
exemption  threshold  offshore  as  a  function  of  distance. 
Teknekron  used  a  very  conservative  computerized  version  of 
the  workbook  method  described  in  the  preamble  to  the  proposed 
regulations  to  determine  the  emission  rate  offshore  that 
would  have  the  same  onshore  air  quality  impacts  as  a  100  ton 
per  year  source  located  on  the  coastline.   Although  we 
question  its  appropriateness  as  a  threshold  measure  —  EPA 
and  your  staff  have  already  determined  that  a  100  ton  per 
year  source  would  have  no  significant  effect  —  we  further 
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asked  Teknekron  to- model  the  50  ton  per  year  case.   And,  to 
be  complete,  Teknekron  has  also  modeled  250  tons  per  year. 
By  making  its  comparison  in  terms  of  onshore  air 
quality,  Teknekron  is  able  to  specify  an  offshore  emission 
rate  that  will  assure  onshore  ground-level  concentrations 
that  do  not  exceed  those  that  would  be  caused  by  ah  onshore 
source  which  would  be  exempt  from  all  EPA  preconstruction 
review.   This  is  an  eminently  reasonable  and  fair  approach 
which  is  entirely  consistent  with  EPA's  own  regulations. 

To  describe  this  study  and  the  resulting  conclusions 
in  more  detail,  I  have  with  me  today  Mr.  Anton  Chaplin. 
Mr.  Chaplin  is  a  senior  meteorologist  for  Teknekron  with  over 
15  years  of  experience  in  air  quality  meteorology.   Much  of 
this  work  has  been  related,  to  California  conditions.   As  the 
principal  investigator  for  EPA's  current  comprehensive  study 
of  onshore  impacts  from  marine  vessel  emissions  off  the 
coast,  he  is  imminently  qualified  to  discuss  the  subject  of 
exemption  thresholds  for  OCS  emission  sources.   Mr.  Chaplin: 

[Presentation  by  Anton  Chaplin] 

To  avoid  unfairly  penalizing  offshore  sources, 
we  strongly  recommend  that  DOI  adopt  Teknekron 's  technique 
for  determining  exemption  thresholds.  We  also  recommend  that 
offshore  operators  be  given  the  option  of  either  applying  the 
standard  curve  that  is  developed  by  DOI  using  the  Teknekron 
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technique,  or  performing  a  site-specific  determination  of  the 
allowable  exemption  level  based  on  such  methodology.   To  be 
consistent,  where  emission  offsets  are  required,  we  recommend 
that  more  credit  be  given  for  emission  reductions  accomplished 
onshore  than  on  the  OCS  since  the  onshore  reductions  will 
result  in  a  greater  onshore  improvement  in  air  quality.   The 
precise  ratio  can  be  determined  through  modeling  calculations, 
such  as  those  that  have  been  described  by  Teknekron. 

Apart  from  this  relatively  simple  and  reasonable 
modification  to  the  threshold  concept,  we  also  have  a  number 
of  questions  regarding  DOI  '  s  approach  to  the  significant 
effects  issue.   We  are  especially  surprised  that,  once 
having  determined  a  significant  effect  exists  in  a  nonattain- 
ment  area,  rather  than  demand  the  elimination  of  that  effect, 
the  proposed  regulations  go  much  farther  and  require  that  all 
emissions  be  controlled  so  that  there  will  be  "no  impact" 
at  all.   This  is  all  the  more  surprising  in  view  of  the 
regulation's  conflicting  approach  in  the  case  of  attainment 
areas,  where  emissions  must  only  be  reduced  "down  to  a  level 
at  which  the  maximum  allowable  [PSD]  increases  would  not  be 
exceeded."—   While  we  disagree  that  these  regulations 
should  be  applied  to  attainment  areas  at  all,  the  staff  has 
at  least  correctly  perceived  that  growth  should  be  allowed 


3/    44  Fed. Reg,  at  27454, 
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and  that  a  "no  impact"  requirement  would  be  completely 
inconsistent  with  growth.   We  submit  that  Congress  also  had 
growth  in  mind  for  OCS  development  affecting  nonattainment 
areas  and  that  it  would  have  used  the  words  "no  impact," 
rather  than  "significantly  affects,"  if  it  had  intended  not 
to  allow  a  certain  level  of  emissions  in  the  interest  of  such 
development.   It  therefore  seems  clear  that  requiring  the 
complete  elimination  of  emissions  where  there  is  a  significant 
effect  on  a  nonattainment  area  is  in  direct  conflict  with  the 
statutory  reference  to  "significantly  affects"  and  with  the 
approach  that  is  recommended  in  the  regulations  themselves 
for  clean  air  areas. 

Our  view  finds  ample  support,  not  only  in  the 
wording  of  the  Act,  but  also  in  its  legislative  history. 
The  Report  of  the  Conference  Committee  demonstrates  that 
Congress  intended  to  regulate  only  to  the  extent  that 
operations  would  or  could  have  a  significant  effect  onshore. 
In  fact,  the  real  concern  is  stated  to  be  that  OCS  activity 
not  prevent  attainment  or  maintenance  of  air  quality  standards, 
a  concern  that  would  require  less  stringent  controls  on  off- 
shore emissions  than  one  which  calls  for  elimination  of 
significant  effects.   Thus,  the  Conference  Committee  Report 
says : 

"The  standard  of  applicability  the  conferees 
intended  the  Secretary  to  incorporate  in  such 
regulations  is  that  when  a  determination  is 
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made  that  offshore  operations  may  have  or  are 
having  a  significant  effect  on  the  air  quality 
of  an  adjacent  onshore  area,  and  may  prevent 
or  are  preventing  the  attainment  or  mainten- 
cince  of  the  ambient  air  quality  standards  of 
such  area,  regulations  are  to  be  promulgated 
to  assure  that  offshore  operations  conducted 

pursuant  to  this  Act  do  not  prevent  the 

4/ 
attainment  or  maintenance  of  those  standards."—' 

The  Conference  Committee  deliberations  further 
clarify  this  intent.   The  House  Bill  before  the  Committee 
provided  for  regulation  to  the  extent  that  OCS  activities 
would  "affect"  the  air  quality  of  any  State.   The  conferees 
added  the  term  "significantly"  to  make  it  clear  that  Congress 
was  not  concerned  with  every  emission  that  might  reach  the 
shore.   They  wanted  to  impose  a  "higher  burden."—' 

The  issue  of  the  level  to  which  emissions  should 
be  controlled  aside,  it  is  clear  that  regulations  have  been 
proposed  which  would  inherently  overregulate  sources  remote 
from  the  shoreline.   This  occurs  in  two  ways:   by  arbitrarily 
establishing  a  much  more  stringent  exemption  threshold 


A/        Conference  Report  On  The  OCS  Lands  Act  Amendments  of 
1978,  S.  Rep.  No.  95-1091,  95th  Cong.,  2d  Sess.  at  85  (1978; 
(emphasis  added). 

5/        Transcript  of  the  Conference  on  S.  9,  June  19,  1978, 
at  19. 
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(twice  as  stringent)  for  controlled  sources  than  uncontrolled 
sources,  even  though  only  the  actual  emissions  will  determine 
the  impact  in  the  onshore  receptor  area;  and,  as  discussed 
previously,  by  making  no  allowance  whatsoever  for  source 
distance  from  the  shore  even  though  it  is  readily  conceded  that, 
"as  the  distance  of  activities  on  the  OCS  from  shore  increases, 
the  amount  of  emissions  can  increase  without  exceeding 
significance  levels  onshore."—   Nor  are  the  proposed 
regulations  really  consistent  with  EPA  policy,  an  objective 
that  is  espoused  by  your  staff  but  which  is  not  part  of  DOI's 
mandate  under  the  OCS  Lands  Act. 

To  explain  more  fully,  the  regulations  establish 
three  tests  for  significance:   First,  uncontrolled  emissions 
under  100  tons  per  year  are  exempt.   Second,  controlled 
emissions  under  50  tons  per  year  are  exempt.   And  third, 
EPA ' s  "significance  levels"  and  "36-hour  travel  time" 
criteria  would  be  used  to  determine  whether  a  significant 
effect  exists  if  the  exemption  thresholds  are  exceeded. 

Regarding  the  first  measures  of  significance,  as 
both  EPA  and  the  Department  recognize,  the  significance  of 
particular  emissions  is  directly  dependent  upon  the  air 
quality  status  of  the  area  impacted.   If  the  operations  take 
place  onshore  in  an  attainment  area,  EPA  would  allow  the 
uncontrolled  emission  of  up  to  250  tons  per  year  of  each 


6/    44  Fed. Reg,  at  27454. 
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pollutant.   In  a  nonattainment  area,  EPA  would  allow  un- 
controlled emissions  of  up  to  100  tons  per  year.   Furthermore, 
we  believe  that  any  exemption  limits  established  by  DOI 
should  be  based  on  actual  emissions  and  not  be  concerned  with 
whether  such  emissions  are  from  a  source  that  is  controlled 
or  uncontrolled.   Reducing  the  exemption  limitation  simply 
because  a  source  has  elected  to  voluntarily  eliminate  emissions 
discourages  control  and  has  no  place  in  a  regulatory  program 
intended  only  to  prevent  significant  effects  onshore. 

We  also  believe  the  emission  threshold  concept 
should  only  be  applied  to  offshore  facilities  affecting 
nonattainment  areas.   For  reasons  which  will  be  elaborated 
shortly,  it  is  not  appropriate  for  DOI  to  attempt  to  protect 
clean  air  areas  from  OCS  emissions  under  this  set  of  regu- 
lations.  If  it  were,  however,  the  regulations  would  minimally 
have  to  provide  a  250  ton  per  year  exemption  in  order  to  be 
consistent  with  the  distinction  EPA  makes  between  areas  which 
are  cleaner  than  the  national  ambient  air  quality  standards 
and  those  which  are  not.   A  minimum  exemption  of  100  tons  per 
year  would  be  the  corresponding  test  for  actual  emissions 
where  a  nonattainment  area  would  be  affected. 

2.    Prevention  of  Significant  Deterioration 

The  second  issue  I  wish  to  address  is  the  appro- 
priateness of  attempting  to  protect  clean  air  areas  from  OCS 
emissions.   Section  5(a)(8)  of  the  OCS  Lands  Act  specifically 
provides  that  the  Secretary  may  prescribe  regulations  only 
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"for  compliance  with  the  national  ambient  air  quality 
standards."   By  definition,  attainment  areas  are  already  in 
compliance  with  such  standards  and  the  regulatory  scheme  for 
such  areas  is  aimed  at  keeping  the  air  substantially  cleaner 
than  air  quality  standards  would  require.   Application 
of  these  regulations  is  therefore  inappropriate. 

We  find  the  reasons  advanced  in  the  Federal  Register 
notice  for  including  such  areas  in  the  regulatory  scheme 
unpersuasive  for  the  following  reasons: 

First,  it  is  argued  that  inclusion  is  "consistent 
with  the  language  of  the  Act  which  refers  to  national  stand- 
ards."—  The  Act,  however,  does  not  use  the  words 
"national  standards."   Rather,  it  specifically  calls  for 
compliance  with  "national  ambient  air  quality  standards." 

The  use  of  these  exact  words  was  intentional. 
They  are  precisely  defined  in  Part  A  of  the  Clean  Air  Act, 
dealing  with  areas  having  air  quality  that  does  not  satisfy 
minimum  public  health  and  welfare  requirements.   In  contrast, 
PSD  or  attainment  regulations  are  found  in  Part  C  of  the 
Act,  dealing  with  areas  having  pristine  or  at  least  satis- 
factory air  quality.   The  purpose  of  the  Part  C  provisions  is 

to  control  certain  emissions  "notwithstanding  attainment  and 

8  / 

maintenance  of  all  national  ambient  air  quality  standards,"— 


7/    44  Fed. Reg,  at  27450. 
8/    42  U.S.C.  §  7470. 
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in  the  interest  of  maintaining  air  quality  that  is  generally 
far  better  than  national  air  quality  standards  would  require. 
Thus,  the  purpose  of  regulating  emissions  affecting  the  two 
types  of  areas  is  quite  different,  and  only  one  — =-  the 
regulatory  scheme  for  nonattainment  areas  —  has  any  relation- 
ship at  all  to  the  mandate  set  forth  in  the  OCS  Lands  Act. 
The  words  that  were  chosen  by  Congress  could  not 
be  clearer,  and  they  cannot  be  read  to  mean  any  "national" 
standard.   If  Congress  had  wanted  other  provisions  of  the 
Clean  Air  Act  to  apply,  it  would  have  so  provided.   As  your 
own  staff  recognizes,  PSD  increments  and  ceilings  "are 

distinct  from  the  primary  and  secondary  standards  established 

9/ 
under  Section  109  of  the  Act."— 

Second,  the  legislative  history  is  cited  as 
supporting  the  staff's  position.   But,  it  is  hornbook  law  that, 
when  the  language  of  a  statute  is  clear  on  its  face,  there  is 
no  need  and  it  is  inappropriate  to  resort  to  legislative 
history.—'   In  any  event,  our  review  of  the  legislative 
history  reveals  a  different  intent  than  the  one  perceived  by 
your  staff. 

The  House  debate  makes  clear  that  attainment 
areas  were  not  to  be  regulated.   As  the  discussion  between 
Representatives  Fish  and  Miller  demonstrates.  Congress  did 


V    44  Fed. Reg,  at  27450. 

10/  United  States  v.  Oregon,  366  U.S.  643,  648  (1961; 
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not  intend  regulation  to  affect  frontier  or  pristine  areas, 
where  the  air  was  already  cleaner  than  required  by  ambient 
air  quality  standards.   Mr.  Fish  was  concerned  that  applying 
the  Clean  Air  Act  to  the  OCS  would  affect  "the  Secretary's 
ability  to  carry  out  frontier  leasing,"  where  OCS  activities 
"would  add  some  new  pollutants  to  the  pristine  areas." 
Mr.  Miller,  sponsor  of  the  §  5(a)(8)  amendment,  assured  him 
that  "that  is  not  the  intent,  and  I  do  not  believe  the 
amendment  speaks  to  that."—'   Nor  does  the  Conference 
Committee  debate  support  such  a  position.   The  conferees 
only  wanted  to  assure  that  OCS  activities  would  not  interfere 
with  the  states'  efforts  to  comply  with  national  air  quality 
standards.   Other  Clean  Air  Act  requirements  were  discussed, 
and  each  time  the  conferees  rejected  their  application. — 

Finally,  reliance  on  the  Department's  broadly  worded 
mandate  to  protect  the  environment  is  misplaced  where,  as  here. 
Congress  has  given  very  specific  direction  to  the  Secretary  to 
promulgate  regulations  assuring  compliance  with  only  certain 
carefully  defined  requirements,  "national  ambient  air  quality 
standards."   Such  specific  guidance  obviously  takes  precedence 
over  a  broad  and  undefined  statement  of  general  policy. 

The  inappropriateness  of  applying  PSD  requirements 
to  the  OCS  is  all  the  more  apparent  when  one  considers  how 


11/   1978  Cong.  Rec.  H416. 


12/   Transcript  of  the  Conference  on  S.  9,.  June  19,  1978, 
at  26-35. 
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such  requirements  would  operate  in  actual  practice.   The  PSD 
provisions  require  that  baseline  air  quality  be  established 
for  each  area.   Under  the  Clean  Air  Act,  this  baseline  is  to 
be  established  by  the  first  PSD  applicant.   Because  platforms 
have  been  installed  offshore  of  areas  where  PSD  baselines 
have  not  yet  been  established,  the  baseline  for  the  impacted 
onshore  area  could  not  even  be  determined. 

In  short,  it  is  clear  from  the  wording  of  the 
OCS  Lands  Act,  its  legislative  history  and  common  sense  that 
the  Department  of  the  Interior  should  not  attempt  to  implement 
the  PSD  provisions  of  the  Clean  Air  Act  with  respect  to 
offshore  operations. 

3.    The  Role  of  the  States 

A  few  words  are  also  in  order  regarding  the 
role  of  the  states  in  this  entire  process.   We  concur  with 
your  staff's  conclusion  that  state  air  quality  standards  and 
other  local  air  pollution  regulations  cannot  be  applied  to 
the  OCS.   There  are  several  compelling  reasons  for  this. 
First  and  foremost,  the  governing  statute  authorizes  the 
Secretary  to  promulgate  regulations  only  for  compliance  with 
"national  ambient  air  quality  standards."   State  air  quality 
standards  obviously  do  not  have  national  application. 

The  legislative  history  of  the  OCS  Lands  Act 
provides  further  support  for  this  proposition.   As  the  bill 
came  from  the  House  Ad  Hoc  Committee,  it  contained  a  provision 


-13- 


715 


for  enforcement  of  state  standards '    That  provision  was 

deleted  by  an  amendment  on  the  floor  of  the  House  and  provision 

14/ 
for  enforcement  of  national  standards  was  substituted. — 

Since  language  which  would  have  required  enforcement  of  state 

standards  was  deliberately  deleted  from  the  statute,  such  a 

requirement  cannot  be  administratively  imposed. 

Further,  it  should  be  emphasized  that  the  OCS 

is  an  area  of  exclusive  Federal  jurisdiction.   The  creation 

of  such  an  area  was  one  of  the  major  purposes  of  the  1953 

Act.   And,  as  the  Department  recognizes  in  this  rulemaking, 

a  Federal  district  court  has  expressly  held,  in  California 

V.  Exxon  Corp. ,  —   that  the  United  States  has  the 

exclusive  authority  to  regulate  emissions  from  OCS  activities. 

The  1978  Amendments  were  intended  to  assure  that  oil  and  gas 

resources  on  the  OCS  would  be  developed  as  quickly  as 

possible  while  still  assuring  reasonable  —  not  absolute  — 

protection  for  the  environment.   To  give  the  states  a  role  in 

regulating  emissions  would  be  to  give  them  veto  power  over 

developing  these  valuable  national  resources.   Furthermore, 

air  quality  standards  and  other  regulations  adopted  by  the 

states  are  frequently  based  on  extremely  weak  technical 


13/  Report  By  The  Ad  Hoc  Select  Committee  On  The  Outer 
Continental  Shelf  To  Accompany  H.R.  1614,  H.R.  Rep.  No. 
95-590,  95th  Cong.,  1st  Sess.  at  9  (1977). 

14_/   124  Cong.  Rec.  H415  (Jan.  31,  1978). 

15/   No.  78-2849,  RMT  (CD.  Cal.  1978). 
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evidence,  are  consequently  the  subject  of  much  litigation, 
and  are  often  politically  motivated.   Permitting  such 
regulations  to  hinder  offshore  development  would  clearly  be 
contrary  to  the  purposes  of  the  Act  and  its  wording. 

In  short.  Congress  and  the  courts  have  rejected 
state  regulation  of  emissions  from  oil  and  gas  projects  on 
the  Outer  Continental  Shelf.   The  Department's  regulations 
will  ensure  that  the  states  are  not  hindered  in  their 
efforts  to  achieve  and  maintain  national  air  quality 
standards.   Just  as  in  the  case  of  PSD,  the  Secretary  does 
not  have  the  authority  to  require  compliance  with  stricter 
state  requirements. 

One  other  aspect  of  the  proposed  regulations 
warrants  brief  comment:  the  provision  which  allows  a  state  to 
submit  information  showing  that  an  otherwise  exempt  activity 
may  significantly  affect  air  quality,  thereby  triggering 
additional  requirements  on  the  part  of  the  lessee.  Congress 
delegated  sole  authority  over  OCS  emissions  to  the  Department 
of  the  Interior.   It  expressly  rejected  state  regulation.   We 
believe  that  allowing  the  states  to  trigger  further  data 
gathering  and  review  will  (1)  upset  the  whole  concept  of 
having  preestablished  yardsticks  by  which  DOI  and  the  industry 
can  evaluate  air  quality  impacts,  (2)  create  substantial 
uncertainty  in  facility  feasibility  evaluation  and  planning, 
and  (3)  create  significant  delays  while  remotely  possible 
and  insubstantial  impacts  on  air  quality  are  exhaustively 
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evaluated.   We  therefore  believe  such  an  unsanctioned  dele- 
gation of  DOI's  decisionmaking  authority  to  the  states  is 
both  unwarranted  and  unwise. 

In  the  balance  of  my  comments,  I  will  discuss 
specific  provisions  of  the  proposed  regulations  and  point  out 
instances  where  the  Association  believes  a  significant  devia- 
tion has  been  made  from  the  type  of  scheme  envisioned  by 
Congress. 

4.    Section-by-Section  Analysis 

A.  "Best  Available  Control 
Technology"  -  §  250.2  (gg) 

As  I  mentioned  earlier,  the  Act  permits  control 
of  emissions  only  to  the  extent  that  they  have  a  significant 
effect  onshore.   Any  attempt  to  apply  air  pollution  control 
requirements,  such  as  BACT,  across  the  board  to  all  OCS 
sources  is  therefore  beyond  the  authority  conferred  on  DOI  by 
Congress.   Furthermore,  BACT  is  a  concept  developed  by  EPA  to 
ijnplement  those  provisions  of  the  Clean  Air  Act  dealing  with 
new  facilities  in  clean  air  areas  of  the  country.   It  is  not 
mandated  by  the  Outer  Continental  Shelf  Lands  Act  or  well- 
suited  to  achieve  its  objectives. 

B.  Modeling  -  S  250.34-3(a) 

This  section  would  require  that  only  those  dispersion 
models  be  used  to  determine  onshore  effects  which  are  recognized 
by  EPA.   As  has  already  been  mentioned  by  Mr.  Chaplin,  none 
of  these  models  are  designed  to  predict  over-water  plume 
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behavior.   We  therefore  believe  the  regulations  should 
provide  more  flexibility,  and  permit  the  use  of  other  models 
that  more . accurately  describe  offshore  conditions.   A 
provision  requiring  review  and  acceptance  of  proposed  models 
by  DOI,  rather  than  EPA,  should  ensure  that  adequate  models 
are  used.   Allowing  the  use  of  alternates  would  encourage 
the  industry  to  develop  models  that  better  represent  offshore 
atmospheric  behavior. 

C-   Activities  Described  in  the  Exploration 
or  Development  and  Production  Plan  — 

(1)  §  250. 57-1 (a)  -  Method  of  Submitting 
Information 

We  support  the  compliance  approach  being  taken  in 
this  set  of  regulations,  which  is  to  require  that  information 
regarding  the  onshore  impact  of  emissions  and  their  control 
be  provided  in  the  exploration  or  development  and  production 
plan  required  under  other  regulations.   A  separate  license 
or  permit  proceeding  would  only  cause  delay.   Of  equal 
importance,  it  is  appropriate  to  consider  environmental 
concerns  as  part  of  an  overall  plan  for  development  of 
offshore  resources. 

(2)  §  250.57-2  -  Controls  on  Existing 
Operations 

This  provision  governs  OCS  facilities  which 
have  commenced  operation  before  the  effective  date  of  the 
proposed  regulations.   It  is  our  strong  belief  that  Interior 
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should  not  apply  these  regulations  to  any  facility  for  which 
a  development  and  production  plan  has  already  been  approved. 
As  a  practical  matter,  it  is  extremely  difficult  to  retrofit 
existing  facilities  offshore  due  to  severe  space  and  other 
limitations.   Also  the  high  cost  of  incorporating  control 
equipment  into  an  existing  project  may  cause  premature 
abandonment  of  operations,  a  result  clearly  contrary  to 
the  intent  of  the  OCS  Lands  Act  Amendments. 

Should  the  Secretary  nonetheless  decide  to  regulate 
existing  facilities,  at  a  minimum,  a  different  process  of 
review  is  required.   Regulation  is  now  triggered  by  a  state 
determination  that  a  facility  should  be  reviewed.   Such  a 
proposal  is  an  unauthorized  delegation  of  the  Secretary's 
exclusive  authority  to  regulate  OCS  emissions.   In  any  event, 
the  same  significance  criteria  should  be  used  as  are  required 
for  new  facilities. 

5.    Compliance  by  Other  Sources 

Finally,  in  the  Federal  Register  notice,  the 
Department  requests  comments  on  a  proposal  to  require  the 
lessee  to  "demonstrate  that  all  existing  sources  owned  or 
operated  by  the  lessee  in  the  state  significantly  affected  by 
the  lessee's  proposed  facilities  are  in  compliance  with  all 
applicable  emission  limitations  or  standards  required  under 
the  Clean  Air  Act  or  are  on  a  Federally  enforceable  compliance 
schedule."—^  These  onshore  emission  limitations  are  in  no 


16/   44  Fed.  Reg  at  27453. 
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way  related  to  OCS  activities  and  are  not  of  concern  to  DOI 
under  the  OCS  Lands  Act.   The  sole  purpose  and  effect  of  such 
a  proposal  is  to  require  the  Secretary  to  enforce  the  Clean 
Air  Act  by  holding  up  OCS  development.   The  Secretary  of  the 
Interior  does  not  have  that  authority. 

SUMMARY 

By  way  of  wrap-up,  in  this  presentation,  the 
Western  Oil  and  Gas  Association  has  attempted  to  demonstrate 
the  inappropriateness  of  using  50  tons  per  year  as  the 
exemption  level  for  controlled  facilities  impacting  a 
non-attainment  area  and  explain  why  100  tons  of  actual 
emissions  would  be  a  more  reasonable  test.   We  have  also 
recommended  a  formula  for  relating  distance  from  shore  to 
EPA ' s  onshore  exemption  levels  which  avoids  the  penalty 
imposed  on  offshore  operators  by  the  present  proposal.   We 
have  further  explained  why  impacts  on  clean  air  areas  cannot 
properly  be  considered  in  this  set  of  regulations.   And, 
finally  we  have  shown  that  the  Act  permits  only  such  controls 
as  may  be  necessary  to  eliminate  "significant"  effects,  and 
that  the  proposed  "no  impact"  requirement  exceeds  the 
Department's  authority. 

We  appreciate  very  much  the  opportunity  to  present 
these  comments  and  stand  ready  and  willing  to  assist  the 
Department  in  any  way  possible  as  you  go  forward  with  this 
rulemaking  proceeding. 
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SUMMARY 

Teknekron  has  applied  EPA's  methodology  to  determine  a  relationship  between 
OCS  source  emission  rate  and  distance  from  the  coast.  The  equations  that 
represent  these  relationships  for  attainment  and  nonattainment  areas  should  be 
thought  of  as  worst-case  OCS  source  emission  threshold  tests  for  determining 
whether  proposed  OCS  activities  should  be  subject  to  regulatory  review  from  the 
standpoint  of  air  quality  degradation.  The  threshold  tests  are  founded  on  the 
principle  that  offshore  sources  should  be  permitted  to  impact  adjacent  land 
surface  air  quality  to  the  same  extent  as  onshore  sources  currently  exempt  from 
EPA  regulatory  review.  The  source  emission  threshold  tests  represented  by 
equations  (I)  and  (2)  are  put  forth  as  substitutions  for  DOI's  100  ton/year 
uncontrolled  and  50  ton/year  controlled  threshold  emission  levels. 

The  emission  threshold  exemption  level  for  OCS  sources  located  offshore  of  non- 
attainment  areas  can  be  calculated  from  equation  (1). 

^__Iq(.06D.I.840)  for3<.D^I0 

(I) 
£^,0(.024D*2.I62)  forI0<D^30 

where  E  =  emissions  rate  in  tons/year  and  D  =  distance  from  the  shoreline  in 
miles. 

The  emission  threshold  exemption  level  for  OCS  sources  located  offshore  of 
attainment  areas  con  be  calculated  from  equation  (2). 

£^,q(.05AD.  2.256)  for3<.D^10 

(2) 
^^,q(.024D.  2.560)  for  I0<  D<.30 

where  E  =  emissions  rate  in  tons/year  and  D  =  distance  from  the  shoreline  in 
miles. 
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Equation  (1)  says  that  at  the  three-mile  limit  offshore  of  a  non-attainment  area 
the  threshold  emission  rate  for  an  uncontrolled  source  is  105  tons  per  year.  The 
threshold  emission  rate  increases  with  distance  and  is  equal  to  252.4  tons  per 
year  at  a  distance  of  ten  miles  from  the  shoreline.  The  methodology  has  been 
designed  such  that  emissions  from  either  of  these  sources  would  produce  the 
same  impact  at  the  shoreline.  Furthermore,  the  resulting  shoreline  ground  level 
concentration  is  equivalent  to  that  produced  by  an  uncontrolled  onshore  source 
of  100  tons  per  year  which  is  currently  exempt  from  EPA  regulatory  review. 

In  an  analogous  manner  the  threshold  emission  rate  for  OCS  sources  located 
offshore  of  attainment  areas  will  not  cause  onshore  ground  level  concentrations 
that  exceed  those  resulting  from  a  250  ton  per  year  source  that  is  currently 
exempt  from  EPA  review. 

Equations  (1)  and  (2)  represent  very  conservative  estimates  of  allowable  OCS 
source  emission  rates  {as  a  function  of  distance  from  the  shoreline)  in  as  much  as 
the  "F"  stability  category  was  applied  in  the  PTDIS  model.  Our  preliminary 
investigation  indicates  "F"  stability  may  be  inappropriate  for  representing  worst 
case  meteorology  over  water.  It  appears  equations  similar  to  (1)  and  (2)  should 
be  developed  using  the  less  stringent  "E"  stability  category.  This  would  result  in 
higher  permissible  OCS  source  emission  rates  as  a  function  of  distance  from  the 
shoreline. 
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I.   INTRODUCTION 

In  this  report  Teknekron  explores  one  aspect  of  the  Department  of  the  Interior's 
(DOI)  proposed  regulations  to  satisfy  the  requirements  of  the  OCS  Lands  Act 
pertaining  to  protecting  coastal  air  quality  of  the  United  States:  the  amount  of 
emissions  which  OCS  sources  are  allowed  before  being  subject  to  air  quality 
impact  modeling  under  the  proposed  DOI  regulations.  The  report  demonstrates 
that  DOI's  proposed  emission  threshold  exemption  of  50  tons  per  year  controlled 
and  100  tons  per  year  uncontrolled  is  excessively  conservative,  relative  to  EPA 
exemption  thresholds  for  onshore  sources.  It  also  demonstrates  that  require- 
ments of  the  OCS  Lands  Act  pertaining  to  protecting  the  air  quality  of  nearby 
land  masses  can  be  assured  by  implementing  a  modified  emission  threshold  test 
developed  in  this  report.  In  developing  this  new  test,  Teknekron  has  used  an 
approved  EPA  model  and  EPA's  extremely  conservative  meteorological 
assumptions. 

It  is  shown  that  OCS  sources  exempted  from  modeling  and  further  air  quality 
review  by  virtue  of  the  proposed  emission  threshold  test  will  be  treated  in  a 
more  equitably  assured  manner  fully  consistent  with  the  Clean  Air  Act  and 
implementing  EPA  regulations.  The  analyses  described  herein  were  performed 
after  a  careful  review  of  the  OCS  air  quality  regulations  proposed  by  DOI  and 
published  in  the  Federal  Register,  Vol.  4A,  10  May  1979. 

This  report  is  divided  into  four  principal  sections.  In  Section  2  we  begin  by 
presenting  a  brief  discussion  of  the  most  important  aspects  of  dispersion 
meteorology  in  order  to  provide  the  non-technical  reader  with  a  rudimentary 
understanding  of  the  various  classes  of  atmospheric  pollutant  transport  and 
diffusion.  This  is  a  necessity  since  very  conservative  conditions  of  dispersion  are 
the  basic  foundation  of  DOI's  air  quality  impact  analyses.  This  discussion  will 
also  show  DOI's  conclusions  regarding  allowable  emission  limits  for  OCS  sources 
are  contingent  upon  the  application  of  worst  case  meteorological  conditions  (that 
may  not  be  realistic  for  over  water  diffusion)  to  the  computation  of  ground  level 
concentrations. 
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In  Section  3,  Teknekron  presents  a  succinct  statement  of  DOI's  proposed 
methodology  for  exempting  OCS  sources  from  further  regulatory  review.  This 
section  is  included  in  order  that  DOI  may  easily  contrast  the  currently  proposed 
regulations  with  the  alternatives  advocated  by  Teknekron  in  Section  5.  In 
Section  4,  Teknekron  presents  an  analysis  and  interpretation  of  the  computations 
of  air  quality  impacts  performed  by  DO!  and  attributed  to  future  sources  on  the 
outer  continental  shelf.  This  section  provides  additional  understanding  of 
Teknekron's  application  of  on  EPA  approved  model  to  determine  over  water 
dispersion  and  subsequent  surface  level  pollutant  concentrations. 

Finally,  in  Section  5,  Teknekron  presents  its  case  for  the  proposition  that  the 
best  available  technical  approach  for  setting  threshold  emission  limits  for  OCS 
sources  is  to  apply  an  equation  which  describes  emissions  as  a  function  of 
distance  from  the  coast.  Teknekron  argues  that  historical  precedence  and 
current  EPA  regulations  logically  indicate  that  offshore  sources  should  be 
allowed  the  same  maximum  ground  level  air  quality  impact  as  exempt  onshore 
sources.  This  being  the  case,  offshore  sources  located  at  increasing  distances 
from  the  shoreline  are  permitted  to  use  +he  natural  ventilating  capacity  of  the 
atmosphere  to  dilute  their  higher  emission  rates.  Subsequently,  it  is  demon- 
strated if  offshore  source  emission  test  thresholds  limits  are  allowed  to  increase 
with  distance  from  the  shoreline,  the  impact  on  coastwise  air  quality  does  not 
exceed  that  permitted  by  EPA  exempt  onshore  sources.  Equations  for  relating 
OCS  source  threshold  emissions  to  distance  from  the  shoreline  are  presented  for 
both  non-attainment  and  attainment  areas. 

Teknekron's  technical  analysis  does  not  consider  legal  questions  concerning 
applicability  of  regulatory  review  to  OCS  activities  offshore  of  attainment 
areas. 
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2.   A  BRIEF  DISCUSSION  OF  TME  FACTORS  AFFECTING 
POLLUTANT  TRANSPORT  AND  DISPERSION 


Before  reviewing  DOI's  Turner  Workbook  methodology  and  exploring  Teknekron's 
proposed  alternative,  it  is  worthwhile  to  discuss  in  general  terms  what  happens 
to  pollutants  emitted  from  an  elevated  source. 

Consider  the  diagram  shown  in  Figure  2.  We  see  in  Figure  2  an  hypothetical 
source  of  100  tons/year  annual  emissions.  This  is  equivalent  to  548  lbs  per  day  or 
2.88  grams  per  second.  The  emissions  are  released  at  a  stack  height  H.  After 
rising  some  vertical  distance,  H,  the  plume  levels  off  and  is  transported 
downwind  by  the  mean  wind  speed,  U.  As  the  plume  moves  downwind,  it  does  not 
remain  intact.  The  turbulence  in  the  atmosphere  begins  to  spread  the  plume  in 
the  vertical  and  horizontal  directions.  Meteorologists  sometimes  represent  the 
combined  effects  of  mechanical  and  thermal  turbulence  by  a  quantity  called  the 
Pasquill-Guifford  stability  category.  There  are  six  such  categories  —  A  through 
F  —  connotating  very  unstable  to  very  stable  atmospheric  conditions.  In  Figure  3 
the  impact  on  a  plume  of  these  six  different  stability  categories  is  illustrated. 

The  "F"  stability  category  shown  in  Figure  3  depicts  a  plume  above  the  inversion. 
In  the  situation  of  an  OCS  source  located  at  sea,  the  plume  would  be  below  the 
inversion.  Hence,  the  vertical  spread  of  the  plume  would  be  inhibited  by  the  top 
of  the  inversion  layer.  In  the  horizontal  plane  the  plume  initially  remains 
cohesive.  However,  in  reality,  after  a  short  travel  distance,  perhaps  a  few  miles, 
the  meandering  effect  of  the  wind  field  begins  to  disperse  the  plume  over  an 
ever  increasing  width.    This  effect  is  also  schematically  shown  in  Figure  2. 

The  "F"  stability  category  was  selected  by  EPA  for  DOI  to  represent  the  worst 
case  situation  for  pollutant  dispersion  over  water.  Since  the  "F"  stability 
category  does  not  account  for  the  meandering  effect  of  the  wind,  it  is  most 
certainly  a  conservative  approach  to  predicting  downwind  concentrations.  This 
is  to  say,  greater  plume  dilution  takes  place  in  the  real  world  than  allowed  for  by 
the  Turner  Workbook  Method  using  "F"  stabilitiy.  This  effect  results  in  lower 
actual  surface  concentrations  than  predicted  by  the  model. 
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The  downwind  concentration  profile  that  would  be  associated  with  our  assumed 
source  of  100  tons/year  is  shown  in  Figure  4  for  three  different  Pasquiil-Guifford 
stability  categories;  D,  E,  and  F.  The  E  stability  is  characteristic  of  a  fanning 
plunne.  This  plume  type  exhibits  characteristics  between  the  F  and  D  categories. 
The  D  category  represents  neutral  conditions  usually  accompanied  by  moderate 
wind  speed.  The  D  stability  category  is  probably  the  most  common  condition 
over  water.  Figure  4  shows  for  the  hypothetical  conditions,  the  less  stable  the 
atmosphere,  the  higher  the  surface  concentration  and  the  closer  it  occurs  to  the 
source.  (Of  course,  this  is  only  true  if  the  wind  speed  and  initial  plume  rise 
remain  the  same  even  though  the  stability  changes,  which  is  normally  not  what 
happens  in  the  real  world.)  If  the  wind  speed  increases  above  the  2  meters  per 
second  used  in  our  example,  the  surface  concentrations  will  be  less  in  all  three 
cases. 

Clearly,  the  conditions  chosen  by  DOl  for  plume  dispersion,  namely  "F"  stability 
and  a  2  meter  per  second  wind  speed  are  quite  consen/ative.  Furthermore,  in 
view  of  Teknekron's  discussion  of  the  limitations  of  the  Turner  Workbook  Method 
in  section  4.0,  it  must  be  concluded  that  this  method  yields  extremely  consen/a- 
tive estimates  of.  ground  level  concentrations  downwind  of  any  source  —  on  the 
OCS  or  onshore. 
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3.   REVIEW  OF  DOI'S  METHODOLOGY  FOR  EXEMPTING  OCS  SOURCES 

In  the  Thursday  May  10,  1579  Federal  Register  (Vol.  4A,  No.  92,  p.  27448-27^^59), 
DO  I  published  proposed  revisions  to  Part  250  —  Oil  and  Gas  and  Sulphur 
Operations  in  the  Outer  Continental  Shelf  (OCS).  The  purpose  of  this  action  was 
to  prescribe  regulations  which  would  assure  compliance  with  the  national 
ambient  air  quality  standards  (NAAQS)  to  the  extent  that  activities  on  the  OCS 
significantly  affect  the  air  quality  of  any  State. 

DOI  proposed  two  closely  related  tests  to  determine  if  an  OCS  source  can  be 
exempted  from  air  quality  modeling  and  further  air  quality  review.  Any  OCS 
source  will  be  exempted  if  (I)  it  is  an  uncontrolled  source  which  emits  at  a  rate 
less  than  100  tons  per  year  or  (2)  it  is  a  controlled  source  which  emits  at  a  rate 
less  than  50  tons  per  year.  Under  the  currently  proposed  regulations  a  source 
that  can  not  pass  one  of  these  tests  is  subject  to  a  modeling  exercise  to 
determine  if  onshore  air  quality  is  significantly  impacted. 

DOI's  proposed  regulations  present  a  table  of  significance  levels  which  show 
maximum  pollutant  concentrations  that  would  be  allowed  for  I -hour,  3-hour, 
8-hour,  24-hour,  and  annual  averaging  times.  If  these  proposed  significance 
levels  are  exceeded  the  source  must  mitigate  its  emissions. 
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4.  REVIEW  OF  THE  COMPUTATIONS  OF  AIR  QUALITY  IMPACT 
PERFORMED  BY  EPA  FOR  DOI 


In  order  to  determine  whether  or  not  DOI  should  adopt  the  emission  threshold 
numbers  given  in  conditions  one  and  two  (1 00  tons/year  uncontrolled  and 
50  tons/year  controlled),  the  DOI  asked  EPA  to  calculate  the  onshore  impact  of  a 
50  ton  per  year  offshore  source  located  at  the  three  mile  limit  of  a  State,  the 
objective  was  to  find  out  if  the  proposed  significance  levels  would  be  exceeded. 
The  EPA  took  the  position  that  a  controlled  source  having  50  tons  per  year 
emissions  or  on  uncontrolled  source  having  100  tons  per  year  emissions,  each 
located  at  the  three  mile  limit  of  g  State,  would  not  be  subject  to  further  permit 
review  if  either  did  not  imooct  the  air  auolity  onshore.  See  Appendix  A.  The 
EPA  applied  the  dispersion  concepts  described  in  Turner's  Workbook  for  certain 
very  restrictive  meteorological  conditions  to  determine  the  shoreline  ambient 
concentrations  of  an  emitted  pollutant  for  short  term  (I -hour,  3-hour,  and 
24-hour)  impacts. 

The  specific  conditions  modeled  were  as  follows: 

(1)  The  emission  rate  is  50  tons/year    -  1.44  gms/second. 

(2)  The  wind  speed  is  2  meters/second  ::=4.5  miles/hour. 

(3)  Effective  stack  height  is  50  meters  =  164  feet. 

(4)  A  very  stable  situation  exists  minimizing  diffusion  of  the 
source  plume,  i.e.,  so  called  "F"  stability. 

It  is  important  to  note  that  the  methodology  chosen  by  EPA  for  application  to 
this  problem  is  not  without  its  limitations.  These  limitations  collectively  result 
in  the  overprediction  of  actual  ground  level  concentrations.  Thus,  though 
modelers  use  this  method,  they  recognize  that  there  are  several  drawbacks;  some 
of  which  are: 


(1)       The    Turner    Workbook    method    represents    a    dispersion 
equation  which  predicts  ten  minute  averaged  concentra- 
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(2)  The  method  is  really  only  applicable  to  sources  located  in 
homogeneous  terrain  on  land. 

(3)  The  method  is  applicable  to  downwind  distances  that  do 
not  exceed  10  kilometers  (about  Smiles).  It  overpredicts 
actual  concentrations  at  distances  greater  than  10  kilom- 
eters. 

(4)  The  dispersion  equation  does  not  account  for  the  mean- 
dering effect  of  the  wind  which  is  characteristic  of  the 
flow  field  at  low  wind  speeds  during  stable  situations. 

(5)  The  Turner  Workbook  method  is  not  applicable  to  situa- 
tions where  the  turbulence  is  anisotropic,  e.g.,  the  forma- 
tion of  longitudinal  rolls  over  the  water  which  breakup 
and  disperse  a  plume  very  rapidly. 

(6)  The  Turner  Workbook  method  does  not  account  for  discon- 
tinuities in  the  mesoscale  wind  field.  That  is,  eddies 
produced  around  islands,  non-uniformity  in  the  surface 
water  temperature  which  changes  the  surface  wind  pres- 
sure gradient,  (and,  hence,  the  wind  direction),  and  the 
the  boundary  areQ  between  the  Seabreeze  and  large  scale 
wind  circulation  patterns  are  not  accounted  for  in  this 
methodology.  This  means  there  is  more  variation  in  the 
wind  direction  than  allowed  for  in  the  model. 

(7)  The  Turner  Workbook  method  does  not  allow  for  the 
depletion  of  pollutants  in  a  plume  due  to  air-sea  inter- 
actions. 

(8)  The  Turner  Workbook  method  as  applied  by  DOl  does  not 
make  use  of  actual  data  obtained  from  over  water 
measurements  of  wind  direction  and  speed  and  pollutant 
concentrations  from  a  known  source  of  emissions. 

(9)  The  Turner  Workbook  method  consists  of  the  application 
of  a  Gaussian  dispersion  equation.  Gaussian  equations  are 
recognized  by  most  modelers  to  over  predict  the  surface 
concentration  at  downwind  receptor  points.  It  is  known 
by  experienced  modelers  that  predicted  concentrations 
derived- from  Gaussian  models  are  often  two  to  ten  times 
greater  than  octual  concentrations. 

(10)  The  DOl  applied  the  "F"  stability  category  to  all  three 
time  periods,  i.e.,  I -hour,  3-hour,  and  24-hour. 

(11)  The  Turner  Workbook  method  does  not  account  for  the 
large  impact  of  the  internal  boundary  layer.  For  example 
on  the  West  Coast,  there  is  rapid  mixing  at  the  coastline 
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due  to  mechanical  and  thermal  effects.  Witness  the 
occurrence  of  hang  gliding  activiites  along  the  California 
coast. 


The  limitations  of  the  Turner  Workbook  method  ail  act  toward  yielding 
extremely  conservative  estimates  of  ground  level  concentrations  of  a  pollutant. 
That  is,  the  predicted  values  are  invariably  higher  than  the  actual  ground  level 
concentrations.  As  stated  by  DOI,  EPA  concedes  that  the  Turner  Workbook 
pollutant  dispersion  computational  procedure  and  the  atmospheric  conditions 
chosen  for  worst  case  conditions  combine  to  formulate  a  very  conservative 
estimate  of  potential  air  quality  impact.  (See  Appendix  A.)  According  to  EPA  if 
an  OCS  source  does  not  violate  the  proposed  significance  levels  for  the 
hypothesized  conditions,  the  measure  of  safety  built  into  the  computational 
procedure  provides  an  exceptionally  high  degree  of  assurance  that  there  will  be 
no  significant  air  quality  impact  onshore. 

To  convert  the  Turner  method  ten-minute  average  concentrations  predictions  to 
I -hour,  3-hour,  and  2^-hour  concentrations,  the  EPA  multiplied  these  predicted 
concentrations  by  0.75,  0.25,  and  0.125. 

Teknekron  applied  the  EPA  approved  model  PTDIS,  a  computerized  version  of 
Turner's  Workbook  method,  to  compute  the  downwind  surface  concentrations  for 
an  offshore  source  of  50  tons/year.  The  results  are  plotted  in  Figure  1.  The 
predicted  maximum  ground  level  concentration  is  indicated  to  be  very  nearly 
equal  to  1 6.8  yg/m  (micrograms  per  cubic  meter).  Hence,  Teknekron's  compu- 
terized version  of  Turner's  Workbook  method  -  PTDIS  —  agrees  with  the  hand 
made  calculations  shown  in  Appendix  A; 
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5.  TEKNEKRON-S  PROPOSAL  FOR  EXEMPTION  OF 
OCS  SOURCES 


We  begin  our  analysis  by  first  recognizing  two  facts.  First,  onshore  sources  in 
non-attainment  areas  are  exempt  from  the  regulatory  process  if  their  uncon- 
trolled emissions  do  not  exceed  100  tons/year.  Second,  onshore  sources  in 
attainment  areas  are  exempt  from  the  regulatory  process  if  their  uncontrolled 
emissions  do  not  exceed  250  tons/year  (provided  the  source  is  not  one  of  the 
28  industries  specified  by  EPA).  Therefore,  Teknekron  has  chosen  to  determine 
the  maximum  ground  level  concentrations  (allowable  by  EPA)  that  can  be 
attributed  to  a  100  ton/year  onshore  source  and  a  250  ton/year  onshore  source 
during  meteorological  conditions  which  have  been  selected  by  EPA  to  represent 
the  worst  case  situation.  These  conditions  are  "F"  stability  with  a  2  meter/ 
second  wind  speed.* 

In  exempting  sources  of  these  magnitudes  from  review,  EPA  is  equivalently 
accepting  maximum  ground  level  concentrations  onshore  associated  with  emis- 
sions from  these  sources  under  worst  case  meteorological  conditions.  Teknekron 
contends  that  any  offshore  source  should  be  permitted  to  impact  the  air  quality 
onshore  to  the  same  extent  permitted  onshore  sources  under  current  EPA 
regulations.  Recognizing  that  the  atmosphere  dilutes  and  disperses  pollutants 
over  time  and  distance,  the  emission  exemption  thresholds  for  OCS  sources  must 
logically  increase  as  a  source  moves  further  and  further  from  the  shore.  The  air 
quality  impact  resulting  from  the  higher  emission  rate  will  not  exceed  the  same 
air  quality  impact  permitted  by  EPA  for  exempted  sources  onshore.  The  kev 
point  is  that  it  is  the  air  quality  impact  that  is  of  primary  concern.  The  emission 
rate  of  OCS  sources  should  be  of  secondarv  concern. 


Naturally,  EPA  has  selected  the  most  pessimistic  meteorological  conditions 
to  represent  the  worst  case  situation.  It  may  be  that  "F"  stability  is  overly 
conservative  when  applied  to  over  water  conditions.  In  some  cases  it 
definitely  will  be.  Teknekron  believes  a  proper  analysis  of  existing  data,  a 
review  of  recent  over  water  studies,  and  consultation  with  other  experts 
would  lead  to  specification  of  likely  worst  case  conditions  for  I -hour, 
3-hour,  etc.,  averaging  times  that  would  be  more  realistic.  To  be 
conservative  in  this  report,  Teknekron  has  relied  upon  EPA's  assumptions. 
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From  the  discussion  presented  in  this  report  in  Sections  2,  3,  and  h,  the  DOI 
recognizes  that  the  predicted  maximum  ground  level  concentrations  for 
too  ton/year  and  250  ton/year  sources  will  represent  very  conservative  estimates 
of  actual  onshore  air  quality  degradation.  Since  these  numerical  values 
represent  permissible  impacts  to  local  air  quality  by  onshore  sources,  they 
should,  by  a  straightforward  extension  of  logic,  be  accorded  to  offshore  sources. 
This  simple  extention,  as  will  be  shown,  will  cause  no  greater  impacts  than 
presently  allowed,  and  is  consistent  with  the  equitable  approach  DOI  appears  to 
be  striving  for  in  the  proposed  regulations. 

To  recapitulate,  Teknekron's  approach  was  to  first  determine  the  maximum  air 
quality  impact  allowed  under  the  present  EPA  regulations  during  hypothetical 
worst  case  meteorology.  We  did  this  by  applying  an  EPA  approved  model,  PTDIS 
—  the  code  name  for  the  computerized  version  of  the  model  EPA  used  in 
Appendix  A  -  to  three  source  emission  rates,  50,  100,  and  250  tons/year.  We 
included  50  tons/year  because  that  is  one  value  selected  by  DOI.  We  chose 
100  tons/year  and  250  tons/year  because  these  emission  thresholds  correspond  to 
limits  permissible  under  current  EPA  regulations  for  non-attainment  and  attain- 
ment areas  respectively.  Next,  we  applied  the  model  to  compute  the  maximum 
ground  level  concentrations  from  each  of  these  sources  at  the  shoreline.  Since 
Teknekron  assumed  that  onshore  sources  and  offshore  sources  should  be  treated 
equitably  with  respect  to  their  permissible  impact  on  ambient  air  quality 
onshore,  we  completed  our  analysis  by  computing  the  emission  threshold  rate  as 
a  function  of  distance  from  the  shoreline. 

The  results  of  Teknekron's  computations  follows: 

Consider  a  source  onshore  that  emits  100  tons/year.  The  maximum  ground  level 
concentration  on  land  is  equivalent  to  about  33.8  yg/m  .  An  OCS  source  located 
at  a  distance  of  five  miles  from  the  coast  and  emitting  138.6  tons/year  will 
produce  the  same  shoreline  ground  level  concentration  of  33.8 yg/m  . 

The  numerical  value  —  33.8  yg/m-^  _  represents  a  ten-minute  average.  To 
obtain  I -hour,  3-hour,  and  24-hour  estimates  of  maximum  surface  concentration 
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one  must  multiply  by  0.75,  0.25,  and  0.125  respectively,  cs  explained  in 
Section  4.  Figure  I  shows  the  distribution  of  ten-minute  overage  concentrations 
as  a  function  of  distance  from  the  source  for  a  50  ton/year  emission  rate.  The 
correct  values  for  a  100  ton/year  emission  rate  are  twice  those  given  in  Figure  I. 

For  an  OCS  source,  the  allowable  emission  threshold  limit  as  a  function  of 
distance  are  illustrated  in  Figure  5.  (For  informational  purposes,  the  offshore 
allowable  emission  threshold  limit  as  a  function  of  distance  computed  under  the 
"E"  stability  condition  for  non-attainment  areas  is  shown  in  Figure  6.) 

The  emission  threshold  exemption  for  sources  located  offshore  of  non-ottainment 
areas  can  be  calculated  using  equation  (I). 

£^,0(.060D.I.840)       3<_D^,o 

(I) 
E^,0(.024D.2.162)        ,o<D^30 

where  E  =  emission  rate  in  tons/year  and  D  =  distance  from  the  shoreline  in 
miles. 

Similarly,  the  emission  threshold  exemption  for  sources  located  offshore  of 
attainment  areas  can  be  calculated  using  equation  (2). 

£^,0(.054O.  2.256)       3^d<.I0 

(2) 
^^,0(.024D.  2.560)        ,o<D^3o 

where  E  =  emission  rate  in  tons/year  and  D  =  distance  from  the  shoreline  in 
miles. 

The  emission  threshold  limits  for  attainment  and  non-attainment  areas  are 
graphically  presented  in  Figure  5  by  curve  3  and  curve  2,  respectively.  The 
results  of  Teknekron's  computations  are  also  presented  in  Table  I.    As  oreviously 
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stated,  it  is  important  to  understand  that  the  emission  rates  given  in  Table  i  as  a 
function  of  distance  will  not  impact  the  onshore  air  quality  any  more  than  the 
equivalent  onshore  emission  threshold  limits  of  50,  100,  and  250  tons  per  year. 

Equations  (1)  and  (2),  the  data  presented  in  Table  I,  and  the  information  that  can 
be  derived  from  Figure  5  all  represent  the  same  thing:  recommended  threshold 
emission  rates  for  OCS  sources  located  offshore  of  attainment  and  nonattain- 
ment  areas.  The  numerical  values  for  threshold  emission  rate  obtained  from  the 
equations  will,  in  some  cases,  be  slightly  less  than  those  shown  on  the  graphs  or 
in  the  table.  This  is  because  the  equations  are  conservative  approximations  to 
the  actual  permissible  OCS  threshold  emission  rates. 


14 


736 


Table 


Emission  Threshold  Rate  for  OCS  Sources  as  a 
Function  of  Distance  from  the  Shoreline* 


Emission  Rate 

Distance 
(in  miles) 

50  tons/year 

Nonattainment 

Equivalent 
100  tons/year 

Attainment 

Equivalent 

250  tons/year 

2— 

50.0 

100.0 

250.0 

3 

52.5 

105.0 

262.5 

5 

69.3 

138.6 

346.5 

7 

91.0 

182.0 

455.0 

10 

126.2 

252.4 

631.0 

♦     Conditions   for    input   to   PTDIS  are:      F  stability,   2  meter  per  second  wind 
speed,  and  50  meter  effective  stack  height. 

♦♦  Location  of  maximum  surface  concentration,  i.e.,  about  2  miles  downwind. 
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FIGURE   1 


DLOT  OF  SURFACE  CONCENTRATION  VEP5US   DISTANCE  FOR  A  50  TON/YEAR 

SOURCE   DURING  "F"   STABILITY,   U  =  2  M/SEC  AND  Hg  =   50  METERS 

(COMPUTATIONS  WERE  MADE  USING  PTDIS ,   A  COMPUTER  VERSION 


OF  TURiNER'S  WORKBOOK) 


miles: 


738 


Figure  2 

Schematic  of  Plume  Dispersion  for  a  100  Ton/Year 

Source  Under  "F"  Stability  with  a 

Light  Wind  Speed 


U  =  2  meters  per  second 


1 1 


(a)   vertical  cross  section 


top  of  stack 


(b)    horizontal  cross  section 
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Figure  3 

Variation  of  Poilutcnt  Concentrations 
Due  to  Meteorologic  Variations 
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FIGURE  ^ 

VARIATION  OF  DOWNWIND  SURFACE  CONCENTRATION  FOR  THR£= 

STABILITY  CATEGORIES  —  100  TON/YEAR  EMISSIONS 

U  =  2M/SEC  AND  He  =  50  METE.RS 

APPLICATION  OF  PTDIS 


2  — r 


miles; 
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20 
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APPENDIX  A 


COPY  OF  COMMUNICATION  BETWEEN  EPA  AND  DOI 
REGARDING  DISPERSION  COMPUTATIONS 


744 


UNITED  STATES  ENVIRONMENTAL  PROTECTION  AGENCY 
DATE:     March  16,   1979 
sua;ecT.     Air  Quality   Impact  of  OCS  Sources 


frok:     0.   Kent  Berry,   Director 
Policy  Analysis  Staff 


'\^jt' 


Theresa  Hooks 

Office  of  the  Solicitor,  001 

Per  your  request,  I  have  calculated  the  on-shore  itTioact  of  a  50  ton 
per  year  OCS  source  locating  just  outside  the  three  .T.ile  limit  of  State 
jurisdiction.  The  assumotions  made  are  quite  conservative  (see  Taole  1) 
and  represent  a  worst-case  impact.  The  calculations  are  based  on  Figure  3- 
in  "Workbook  of  Atmospheric  Dispersion  Estimates."—   The  assumotion 
of  a  50  meter  effective  stack  height  is  intendea  to  focus  on  pollutants 
primarily  resulting  from  comoustion  operations  (i.e.,  reflects  emissions 
through  a  stack  with  plume  rise  associated  with  a  hot  plume).  I  did  not 
calculate  an  annual  average  to  compare  with  the  annual  significance 
levels,  since  this  involves  a  much  more  comolex  series  of  calculations 
requiring  a  computer.  However,  I  believe  that  the  short-term  significance 
levels  will  be  controlling  and  that  a  50  ton  per,year  source  woufd  not 
exceed  the  annual  significance  level  of  1.0  ug/m  at  distances  of  three 
miles  or  more. 

I  should  note  that  we  did  examine  the  fumigation  case  whe-e  the 
highly  stable  marine  air  passes  over  warm  land,  generating  an  unstable 
layer  which  rapidly  mixes  any  pollutants  trapoed  aloft  dov/n  to  the 
ground.  Because  of  the  relatively  low  effective  stack  heignt,  this 
condition  did  not  result  in  any  greater  ground-level  concentration  that 
was  calculated  for  very  stable  conditions  alone. 

From  Table  2,  it  is  apparent  that  a  50  ton  per  year  source  operating 
continuously  over  the  year  would  not  exceed  the  significance  levels 
established  by  EPA.  However,  a  source  that  operates  only  intermittently 
and  would  be  subject  to  the  PSD  or  offset  requirements  on  the  basis  of 
its  maximum  hourly  emissions  (i.e.,  100  pounds  per  hour)  may  well  exceed 
the  significance  levels. 

If  I  can  provide  any  further  help,  please  let  me  know. 

cc:  Hank  Cole  (MD-14) 
Jeff  Cerar  (A-133) 


V  Turner,  D.B.,  PHS  Publication  No  999-AP-25,  1959. 


t^»  rOXM  U20-«  IBEV.  )-7SI 
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Table  1  -  Assumptions 


Emission  rate  (Q)  =11.5  pounds  per  hour  =  1.45  g/sec 

Wind  speed  (u)  =  2  m/sec 

Downwind  distance  (x)  =  3  mi  =  4.85  km 

Effective  stack  height  (K)  =  50  m 

Stability  F  (extremely  stable) 

Averaging  time  conversion 

Averaqino  time     Ratio  of  Concentration  to  lO-minute  Concentration 

1 .0  (Cone,  from  Fig.  3-5) 
0.748  (Power  law,  p.  38) 
0.25  (i  hour  out  of  3  impact) 
0.125  (4  hours  out  of  24  imoact) 


10 

min 

1 

hr 

3 

hr 

24 

hr 

Table  2  -  On-shore  Concentrations 
Resulting  from  0C3  Sources  (ug/m  ) 


Source  Size 


11.5  Ib/hr  100  Ib/hr 

Averaging  Time  (50  toy)  (438  tov) 

1  hr  13  110 

3  hr  4  35 

24  hr  2  18 


55-419  O  -  80  -  pt.2  -  48 


746 


ANTON  S:  CHAPLIN 

Senior  Meteorologist,  TEKNEKRON,  INC. 


Education 

BS.  Mathematics,  University  of  Micmi 

B^.  Meteorology,  Pennsylvania  State  University 

Completed  PhiD.  course  requirements  end  comprehensive 
exams  ct  Pennsylvania  State  University 

Summery  of  Experience 

Mr.  ChoDlin,  an  cir  quality  meteorologist  with  IS  years  of  exoerience,  Has 
focused  on  the  m.anagement  and  implementation  of  projects  requiring  a  multi- 
disciolincry  CDoroach.  He  has  had  extensive  exoerience  in  meteorological 
analysis,  cir  pollution  data  analysis,  source  sampling,  computer-oriented  disper- 
sion modeling,  environmental  impact  studies,  end  program  manacem.ent.  He  has 
analyzed  the  pooulction  exposure  to  photochemical  pollutants  in  the  Los  Angeles 
Basin  end  is  Princiocl  Investigator  end  Program  Manager  in  c  major  EPA  study 
entitled  "A  Limited  Integrated  Assessment- of  the  Air  Pollution  Impact  of 
Emissions  from  Petroleum  Vessels  (Tcnkers  end  Barges)."  In  addition  to 
performing  technical  evaluations  for  air  cualih/  studies,  Mr.  Chcolin  has  been 
strongly  involved  in  projects  dealing  with  the  institutional  end  regulatory  aspects 
of  cir  pollution  control. 

Professional  Experience 

1977-Present        Program  Manager  end  Senior  Meteorologist,  Teknekrcn,  Inc. 

Principal  Investigator  end  Project  Manager  in  the  above- 
mentioned  EPA  project  concerning  the  control  of  pollution  from 
petroleum  tankers  and  barges.  Th.e  purpose  of  this  study  is  to 
assess  the  air  quality  im.pacts  of  current  petroleum-vessel 
operations,  specify  pollution-control  goals,  identify  the 
measures  end  policies  most  likely  to  achieve  these  goals, 
specify  their  interrelationships  with  safety  end  water  pollution, 
and  evaluate  their  effects.  The  study  requires  an  analysis  of 
the  complex  interactions  between  vessel  pollutant  emissions 
and  pollutant  emissions  from  other  sources.  Mr.  Chaplin  Is 
directing  the  accomplishment  of  such  tasks  cs: 

•  Identification   of   major   hydrocarbon   emission 

sources  during  loading  and  unloading 
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Evaiucticn  of  vessel  chcrccrerislics,  such  cs 
ccrgo  cruise  history 

Estcblishment  of  dare  bases  for  vessels,  Dcrts, 
control  technology,  ambient  air  ojality,  end 
pollutant  emissions 

Development  of  criteria  for  evaluating  control 
measures  end  policies 


\975-\?~7  Manager,  Atmosoheric  Studies  Oepartment,  Technology  Service 

Corporation  (7SC).  Responsible  for  developing  TSC's  role  in  the 
fieid  of  cir  pollution.  In  this  cosition  Mr.  Chcolin  carried  out 
marketing  activities  and  suoervised  end  coorcinctec  the 
develooment  of  a  program  for  a  suoolementcry  control  system 
for  a  major  utility's  genercring  plant.  He  also  super/ised  end 
conducted  air  quality  studies,  various  meteoroiogicei  research 
projects  related  to  the  disoersion  of  pollutants  near  c  highwcy, 
pollutant  Trsr.d  analyses  In  the  Lcs  Angeles  Basin,  end  research 
on  the  relationships  beh^'een  traffic  variables  and  prsferenticJ 
icing  on  bridges. 

I972-l?75  Vice  President,  Entropy  Environmentalists,  Inc.   Responsible  for 

the  supervision  of  numerous  cir  cuclity  monitoring  projects  et 
pulo  and  paper  mills,  asohalt  picnrs,  incinerators,  aluminum 
reduction  plants,  brass  plants,  glass  manufacturing  plaits,  tex- 
tile mills,  pl/wcod  production  plants,  and  scrco-iron  processing 
facilities. 

Developed  a  computer  program  to  process  source  scm.piing  date 
for  particulate,  mercury,  sulfur  dioxide,  end  nitrogen  dioxide. 

\?6?-l?72  Senior  Meteorologist,  Litton  Industries.    Developed  c  comouter 

program  to  monitor  meteorological  acta  at  two  nuclear  power 
plants  for  a  PSAR  end  directed  en  environmental  im.pcct  stucy 
for  a  procosed  major  metrooolitcn  airport. 

I965-I?6?  Research      Assistant      end      InsrrucTor,      Pennsylvania      State 

University. 

l?62-i964  Weather  forecaster,  United  States  Air  Force. 

Professional  Affiliations 
American  Meteoroiogicei  Society 
Air  Pollution  Control  Association 
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Publications 


PcDuiotion  Exposure  ^o  Oxidcnts  end  Nitrocen  Dioxide  in  Los  Anceles,  vol.  1, 
cxecjTJve  Summery  (wiln  Y.  .^orie,  N.  ,- rcnK,  cna  N.  r-iunrj,  -?A-^50/3-77-GC^c 
(January  I  ?77). 

PcDulgtion  Exposure  to  Oxidcnts  end  Nitrogeri  Dioxide  in  Los  Anceles,  voL  II. 
VVeeKcay/ Weei<end  cnC  PcouigTion  Mobility  E.u^c':%  [wTtn  ~.  — .orie  end  E. 
heifenoeinj,  E?A-450/3-77-00^D  (January  1577). 

Population  Exposure  to  Oxidcnts  end  Mitrccen  Dioxide  in  Los  Anceles,  vol.  HI, 
Long-Term  Irenes.  l965-i?'^  (with  '  Yuji  .-;or;ej,  EPA-450/ 3-77-0C4c 
(January  1977). 

"Analyses  of  Atmospheric  Qucill^'  on  end  near  Highways"  (with  '.Villiam  S.  Meisel 
and  Alien  von  Halle),  Prepared  for  Stanford  P%esecrch  Institute  (June  1975). 

"Critique  of  the  Environmental  Data  Statement  by  Southern  California  Edison 
Company  end  the  Response  by  San  Dieco  Gas  end  Electric  Compcny"  (with  Yuji 
Horie),  Prspar^  for  the  California  Public  Utilities  Commission  (Aoril  1976). 

"Design  of  en  SO^  Em.issions  Limitation  Progrem  for  the  Kingston  Steam  PIcnt" 
(with  ,^.  Payne  et~el.),  °rspcred  for  Stanford  Research  Institute  (May  1975). 

"Certificeticn  of  Stack  Samplers"  (with  W^.  Smith  end  D.J.  Grove),  Steck 
Sam.olino  News.  Mcreh  197^. 

"Responsibilities  of  a  Professional,  Facts  'ZriQ  Opinions,"  Stcci<  Scmplinc  News, 
January  I  97i. 

"Scckground  Pcper  on  Energy,"  Paper  presented  z1  Workshop  on  P^iiD  priorities 
in  Pennsylvania,  Hcrrisburg,  Pennsylvania,  March  1973. 

"Background  Paper  on  Environmental  Management,"  Peoer  presented  c^  Work- 
shop on  R2xD  Priorities  in  Pennsylvania,  Hcrrisburg,  Pennsylvania,  March  1973. 

"Report  on  Emission  of  Atmospheric  Contaminants  from  the  EOF  .^recess  et 
Weirton  Steel  Compcny  (West  Virginia),"  Pr'i';icr^  for  the  Rust  Engineering 
Compcny,  Birmingham,  Alabama  (December  197!). 

"Report  on  Emission  of  Atmospheric  Ccntcmincnts  from  the  Northwest  Incinera- 
tor in  Chicago,"  Pr^pcr^t  for  the  Rust  Engineering  Compcr.y,  Pittsburgn, 
Pennsylvania  (October  1971). 

"A  Report  on  the  Impact  of  the  Proposed  Ccmcrillo  Airport  on  'he  Air  Guciitv  cf 
the  Oxnard  Plain,"  (With  R.R.  Russell),  Technicel  Report  for  Adrien  W'lson 
Associates,  Los  Angeles,  Cciifornic  (5  October  !970). 

"°relimincry  Ambient  Air  Sur/ey  of  the  Ford  Cleveland  Foundrv,"  (with  R.J. 
Sullivan),  Technical  Report  for  the  Rust  Engineering  Comocny  (2-  Mereh     97C). 
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Investicction  of  tl-'e  Turbulent  Wind  Field  be!ow  1 50M  Altitude  CT  Ihe  Ecstern 
Test  P-cnce  (wirn  A..<.  alcckcccr  et  ol.;,  NASA  CR-I^IO  jAugvs:  \?c9). 

Wind  Profiles.  Soectrs.  end  Cross-Soectrc  over  Homooeneous  Terrcin  (with  A..K. 
BicckcGcr  cnc  .'-;.  Tennexes),  Tecnnical  Report  ECOM-01 383-1 ,  Second  Annuel 
Report  (February  I?67). 

Wind  Profiles.  Soectrc.  end  Cros3-Soectra  over  Hon-!CQeneous  Terrain  (with  A.K. 
Slackciar),  Tecnmccl  Report  cCOM-O  i  333-1 ,  First  Annual  Reoort  (February 
!?67). 


750 


Western  Oil  and  Gas  Assodation 

727  West  Seventh  Street.  Los  Angeles.  California  90017 
(213)  627-4866 

July  20,  1979 


Chief,  Conservation  Division 
U.  S.  Geological  Survey 
National  Center,  Mail  Stop  620 
Reston,  Virginia  22092 


SUBJECT : 


Dear  S  ir ; 


Department  of  Interior  Proposed  Revisions  to 
30  CFR  Part  250/Oil  and  Gas  and  Sulfur  Operations 
in  the  Outer  Continental  Shelf;  May  10,  1979 
Federal  Register 


The  Western  Oil  and  Gas  Association,  a  trade  association  whose 
members  do  much  of  the  producing,  refining,  transporting,  and 
marketing  operations  in  the  western  United  States,  is  submitting 
the  following  testimony  to  the  Department  of  Interior  to  comment 
on  the  proposed  revisions  to  the  outer  continental  shelf  emis- 
sion regulations ; 

1.  "Comments  by  the  Western  Oil  and  Gas  Association  on 

the  Department  of  Interior's  proposed  Outer  Continen- 
tal Shelf  Emission  Regulations  (30  CFR  Part  250) , 
44  Federal  Register  27449"  ^ 

2.  "Critique  of  the  CARS  Definition  of  the  California., 

Coastal  Waters  and  Discussion  of  the  Sea  Breeze/ 
General  Circulation  in  Southern  California";  prepared 
for  the  Western  Oil  and  Gas  Association  by  Teknekron,  " 
Inc. ;  July,  1979 

*  ~ 

3.  "Costs  of  Mathematical  Modelling  and  Meteorological  '^ 

Monitoring  for  Assessments  of  Air  Quality  Effects  of 
OCS  Development";  prepared  for  the  Western  Oil  and 
Gas  Association  by  Environmental  Research  and  T?ch-. 
nology;  July,  1979  ^ 

4.  "Critique  of  the  Regulatory  Proposal  to  Impose  PSD 

Significance  Levels  and  EPA's  36  Hour  Travel  Time 
Concept  on  Emissions  from  the  Outer  Continental  Shelf; 
prepared  for  the  Western  Oil  and  Gas  Association  by 
Environmental  Research  and  Technology;  July,  1979 

Thank  you  for  this  opportunity  to  comment. 

Sincerely  yours , 


Robert  Harrison 
Assistant  General  Manager 

RH/APN/cf 
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COMMENTS  BY  THE 
WESTERN  OIL  AND  GAS  ASSOCIATION 
ON  THE  DEPARTMENT  OF  INTERIOR'S  PROPOSED 
OUTER  CONTINENTAL  SHELF  EMISSION  REGULATIONS 
(30  C.F.R.  Part  250),  44  Fed.  Reg.  27449 


INTRODUCTION 

The  Western  Oil  and  Gas  Association  has  already 
submitted  extensive  written  commentary  to  the  Department  of 
Interior  on  the  above-proposed  regulations  and  the  advanced 
notice  of  proposed  rulemaking  which  was  issued  last  December. 
The  Association  also  presented  detailed  oral  testimony  at 
the  hearing  held  by  the  Department  on  these  regulations  in 
Los  Angeles  on  June  7.   In  this  submission,  we  will  attempt 
to  summarize  our  analysis  of  the  proposed  regulations  and 
the  modifications  we  have  recommended  to  more  closely  conform 
the  regulations  to  the  Outer  Continental  Shelf  Lands  Act  and 
its  underlying  intent.   We  will  supplement  that  summary  with 
additional  analysis  regarding  certain  of  the  critical  issues  in 
this  proceeding. 

We  believe  these  proposed  regulations  present  three 
fundamental  issues:   First ,  when  should  facilities  be  subject 
to  review  for  possible  regulatory  control  (the  coverage  issue)? 
Second,  if  subject  to  review,  what  effects  on  onshore  air 
quality  should  be  considered  significant  (the  significance 
issue)?  And,  third,  how  should  effects  which  are  determined 
to  be  significant  be  regulated  (the  control  issue)?   Our 
comments  will  address  each  of  these  issues. 
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I. 


WHEN  FACILITIES  SHOULD  BE  SUBJECT  TO 
REVIEW  FOR  POSSIBLE  REGULATORY  CONTROL 


A.    OCS  Emissions  Impacting  Attainment  Areas 

The  Western  Oil  and  Gas  Association  has  argued 
that  the  OCS  Lands  Act  confers  authority  on  the  Secretary  to 
regulate  only  those  emissions  which  impact  areas  where  the 
national  ambient  air  quality  standards  are  not  being  maintained 
known  as  nonattainment  areas.   Our  argument  is  based  on  the 
wording  of  the  Act  itself,  the  legislative  history  behind 
the  1978  amendments  to  the  Act,  and  the  impracticality  of 
attempting  to  apply  the  Act's  mandate  in  areas  which  are 
already  achieving  Federal  air  quality  standards. 

To  summarize,  §  5(a)(8)  of  the  OCS  Lands  Act 
instructs  the  Secretary  to  prescribe  regulations  only  "for 
compliance  with  the  national  ambient  air  quality  standards." 
The  words  "national  ambient  air  quality  standards"  are  words 
of  art.   The  Clean  Air  Act  distinguishes  between  areas  where 
the  national  ambient  air  quality  standards  are  not  being 
complied  with  and  areas  where  air  quality  is  superior  to 
that  required  by  such  standards.   It  establishes  two  entirely 
different  regulatory  schemes  depending  on  which  type  of  area 
is  involved.   Because  compliance  with  the  national  ambient 
air  quality  standards  is  not  the  objective  in  areas  where 

-2- 
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such  standards  are  being  maintained — the  objective  is  to 
prevent  significant  deterioration  of  air  that  is  already 
cleaner  than  the  air  quality  standards  require — the 
Department's  mandate  under  §  5(a)(8)  only  makes  sense  in  the 
nonattainment  context. 

While  it  is  inappropriate  to  resort  to  legislative 
history  in  the  face  of  such  a  clear  Congressional  directive, 
that  history  nonetheless  supports  our  interpretation.   The 
author  of  §  5(a)(8)  explicitly  stated  that  it  was  not  the 
purpose  of  that  amendment  to  affect  OCS  activity  in  frontier 
or  pristine  areas,  where  the  air  is  already  cleaner  than 
required  by  ambient  air  quality  standards.   1978  Cong.  Rec. 
H  416. 

The  conflicting  suggestion  in  the  preamble  to  the 
proposed  regulations  that  authority  to  regulate  facilities 
impacting  attainment  areas  can  be  inferred  from  "the  Secre- 
tary's broad  mandate  to  protect  the  marine,  coastal  and 
human  environments"  is  incorrect  for  at  least  three  reasons: 
(1)  other  more  specific  guidance  has  been  given  regarding 
the  Secretary's  duties  with  respect  to  air  quality:   he  is  to 
assure  compliance  only  with  "national  ambient  air  quality 
standards",  (2)  the  general  mandate  referred  to  makes  no 
reference  to  the  atmospheric  environment,  and,  (3)  if  read  as 
broadly  as  the  authors  of  the  regulations. urge ,  all  of  the 
questions  regarding  legislative  intent  raised  by  the  Department 
elsewhere  in  connection  with  these  regulations  are  irrelevent — 
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in  essence,  the  Department  has  unlimited  authority  to  do 
anything  it  wishes.   If  that  were  the  case,  of  course,  the 
specific  guidance  provided  in  §  5(a)(8)  would  have  been 
unnecessary,  and  the  lack  of  such  specific  guidance  would 
render  the  Act  void  for  vagueness. 

Wholly  aside  from  these  legal  issues,  there  is 
the  additional  consideration  that  the  necessary  baseline  for 
evaluating  permissible  degradation  of  air  quality  has  not 
been  established  in  many  PSD  areas,  making  it  impossible  for 
an  OCS  lessee  to  determine  whether  his  facility  can  be  installed 
under  the  applicable  regulations.   For  all  of  the  foregoing 
reasons,  we  conclude  that  these  proposed  rules  should  only  be 
applied  to  projects  which  have  the  potential  to  impact  non- 
attainment  areas. 

B.    The  Regional  Approach  Issue 

Some  of  the  witnesses  who  presented  oral  comments 
in  this  proceeding  suggested  that  the  Department  adopt  a 
"regional  approach"  in  fashioning  its  regulations.   At  least 
one  witness  urged  that  such  an  approach  would  be  consistent 
with  the  intent  of  the  Clean  Air  Act.   With  respect  to  that 
suggestion,  we  strongly  disagree  that  the  Secretary  has  any 
duty  to  be  consistent  with  the  Clean  Air  Act — the  OCS  Lands  Act 
has  considerably  different  objectives.   In  any  event,  the  only 
regional  approach  embodied  in  the  Clean  Air  Act  is  the  distinc- 
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tion  which  it  makes  between  clean  air  areas  and  areas  where 
national  ambient  air  quality  standards  are  not  being  achieved — 
a  distinction  which  we  agree  should  be  taken  into  account  in 
drafting  this  set  of  regulations.   The  other  basic  concepts 
embodied  in  the  Clean  Air  Act,  such  as  the  establishment  of 
ambient  air  quality  standards,  do  not  vary  from  one  region  to 
another.   Accordingly,  if  DOI  is  to  mimic  the  Clean  Air  Act,  as 
these  witnesses  suggest,  it  should  have  one  set  of  regulations 
which  applies  uniformly  to  all  activities  on  the  OCS. 

In  support  of  their  regional  approach  concept, 
state  and  local  air  pollution  authorities  in  California  have 
argued  that  more  stringent  action  is  necessary  on  the  West 
Coast  to  be  consistent  with  the  State's  own  rigorous  program, 
which  they  point  out  contemplates  even  such  limited-benefit 
tactics  as  control  of  lawnmower  emissions.   What  they  overlook 
in  these  arguments  is  the  difference  between  their  mandate 
under  the  Clean  Air  Act  to  significantly  clean  up  the  air  and 
the  much  different  objective  of  the  OCS  Lands  Act,,  which  is 
to  prevent  significant  adverse  impacts  on  onshore  air  quality 
while  accelerating  the  development  of  offshore  resources.   The 
OCS  is  also  correctly  perceived  as  a  jurisdiction  apart  from 
the  State  of  California  and,  like  other  surrounding  jurisdic- 
tions, under  no  mandate  to  aid  in  achieving  California's 
extremely  rigorous  air  quality  goals. 

What  these  witnesses  are  really  suggesting,  of 
course,  is  that  DOI  conform  its  regulations  to  every  whim  and 
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nuance  that  some  state  or  local  air  pollution  agency  may 
decide  is  a  good  idea.   We  see  a  number  of  problems  with 
such  a  "regional"  approach.   For  one,  it  could  easily  be 
manipulated  to  block  OCS  development  by  any  state  or  local 
jurisdiction  which  was  opposed  to  such  activity.   There 
would  also  be  the  practical  problem  of  continual  uncertainty 
and  the  need  to  modify  the  Department's  regulations  every 
time  some  local  jurisdiction  altered  its  requirements.   This 
would  enormously  complicate  the  business  of  locating  a  facility 
on  the  OCS,  without  any  discernible  air  quality  benefits.   We 
say  there  would  be  no  discernible  benefits  because,  if  the 
techniques  we  are  recommending  for  determining  the  existence  of 
significant  effects  and  achieving  their  elimination  are  adopted 
by  the  Department,  there  will  be  virtually  no  effect  on  onshore 
air  quality. 

We  would  add  that  there  is  no  indication  anywhere 
in  the  legislative  history  of  the  OCS  Lands  Act  or  its  recent 
amendments  to  suggest  that  a  regional  approach  to  air  pollution 
regulation  was  to  be  adopted.   Congress  was  aware  of  certain 
differences  between  the  various  oil-producing  areas  on  the  OCS 
and,  where  recognition  of  those  differences  was  deemed  appro- 
priate, required  regional  treatment  in  the  1978  amendments. 
This  is  true  of  §  11(h)  of  the  Act,  for  example,  calling  for 
special  treatment  of  the  Point  Reyes  Wilderness  area,  and  §  24, 
which  recognizes  the  wealth  of  operating  experience  the  industry 
has  accumulated  over  a  number  of  decades  in  the  Gulf  of  Mexico. 

-6- 


757 


Congress  therefore  knew  how  to  indicate  that  a  regional 
approach  was  called  for  when  it  wanted  one.   Here,  however,  a 
single  standard  was  established — elimination  of  significant 
effects  on  compliance  with  the  national  ambient  air  quality 
standards — which  logically  lends  itself  to  a  single,  uniform 
set  of  regulations,  designed  to  prevent  such  effects  anywhere 
along  our  Nation's  coast. 

C.    The  Issue  of  Equitable  Treatment 

Some  witnesses  have  also  suggested  that  Interior's 
interpretation  of  the  OCS  Lands  Act  is  somehow  inequitable 
and  gives  an  advantage  to  the  OCS  operator  not  enjoyed  by  his 
shore-side  counterpart  because  OCS  sources  are  not  subject  to 
the  exact  same  regulations  as  facilities  onshore.   Carried  to 
its  logical  conclusion,  this  suggestion  implies  that  everyone 
who  emits  a  particular  pollutant  should  be  treated  precisely 
the  same,  a  concept  which  even  the  Clean  Air  Act  does  not 
endorse.   Under  the  PSD  regulations,  for  example,  certain 
types  of  emission  sources  are  singled  out  for  greater  control, 
including  much  more  stringent  exemption  levels,  than  other 
sources  that  pollute  equally  as  much  or  even  more.   Stationary 
sources  are  treated  differently  than  mobile  sources.   And 
sources  in  clean  air  areas  have  an  advantage  over  their 
counterparts  in  nonattainment  areas.   There  simply  is  no 
equity  in  the  sense  these  witnesses  seem  to  be  demanding. 
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In  any  event,  complaints  regarding  inequities 
should  really  be  directed  to  the  Congress,  not  to  DOI .   When 
that  body  adopted  the  Clean  Air  Act,  it  created  numerous 
distinctions  between  sources  which  were  inherently  inequitable. 
It  has  made  a  similar  judgment  with  respect  to  OCS  development. 
The  Congress  has  clearly  determined  that  expeditious  develop- 
ment of  the  OCS  is  in  the  national  interest  and  that  the 
discovery  and  capture  of  the  energy  resources  contained  in 
that  region  are  of  such  vital  interest  to  the  United  States 
that  a  lesser  burden  should  be  placed  on  OCS  emitters  than 
those  located  onshore.   While  there  is  logic  in  being  less 
concerned  about  emissions  which  occur  many  miles  from  land 
and  which  consequently  are  less  likely  to  have  an  impact  on 
populated  areas,  it  is  Congress  who  has  made  this  judgment. 
If  it  is  to  be  reversed,  it  is  the  Congress  that  is  going  to 
have  to  do  so.   It  is  not  the  prerogative  of  this  agency. 

D.    State  Air  Quality  Standards 

Here,  again,  we  believe  the  wording  of  the  OCS 
Lands  Act,  its  legislative  history  and  good  sense  support 
the  view  that  it  is  only  the  Federal  air  quality  standards 
which  are  to  be  of  concern  in  drafting  this  particular  set  of 
regulations.   To  summarize,  §  5(a)(8)  talks  only  about  "national 
ambient  air  quality  standards."   This  is  a  clear  reference  to 
standards  EPA  is  required  to  adopt  under  Federal  law.   It  does 
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not  include  ambient  air  quality  standards  or  regulations 

implementing  those  standards  adopted  by  some  state  or  local 

jurisdiction.   While  a  provision  was  included  in  the  Act  at 

one  time  that  would  have  called  for  enforcement  of  state  air 

quality  standards,—  that  provision  was  deleted  in  favor 

**  / 
of  the  current  language  referring  to  national  standards. — 

It  could  not  be  clearer  that  Congress  did  not  intend  the 

Secretary  to  get  involved  in  the  business  of  implementing  or 

enforcing  state  and  local  air  pollution  regulations  on  the  OCS. 

The  DOI  staff  has  itself  observed  that  the  OCS  is 

an  area  of  exclusive  Federal  jurisdiction  and  that  emissions 

from  OCS  activity  have  been  expressly  held  to  be  within  the 

exclusive  authority  of  the  United  States.   The  good  sense  of 

all  this  becomes  evident  when  one  closely  examines  some  of 

the  air  quality  standards  and  other  regulations  that  have 

been  adopted  by  the  various  states.   They  are  often  technically 

unsound  and,  all  too  frequently,  politically  motivated. 

There  is  evidence,  for  example,  that  California  adopted  what  . 

are  known  as  new  source  review  rules  in  1975  for  the  specific 

purpose  of  giving  the  State  of  California  veto  power  over  OCS 

development.   To  quote  the  Chairman  of  the  California  Air 

Resources  Board: 


V   Report  by  the  Ad  Hoc  Select  Committee  on  the  Outer 
Continental  Shelf  to  Accompany  H.  R.  1614,  H.  R.  Rep.  No. 
95-590  at  9  (1977). 

_^/   124  Cong.  Rec.  H  416  (January  31,  1978). 
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"I  think  also  we  should  note  that 
this  particular  regulation  [the  new 
source  rules  are]  going  to  have  the 
effect  of  firmly  putting  California  in 
the  driver's  seat  in  the  development  of 
oil  on  the  outer  continental  shelf  and 
over  handling  of  crude  oil  coming  in  from 
Alaska.   It — when  this  rule  is  in  effect, 
it's  clearly  going  to  give  the  State  of 
California  authority  to  determine  how 
that  oil  is  going  to  be  handled  here  in 
California,  and  is  going  to  give  us  an 
effective  veto  over  plans  that  the  oil 
companies  might  unilaterally  embark  on 
without  this  rule,  and  also  I  would 
suspect  is  going  to  now  force  the  Depart- 
ment of  the  Interior  to  pay  attention  to 
the  legitimate  concerns  of  California, 
and  come  up  with  plans  that  meet  this 
rule. 

"Otherwise,  they  may  well  find  that 

they  have  embarked  upon  a  program  that 

*/ 
will  not  work,  .  .  ."—' 


^/        Official  Transcript,  California  Air  Resources  Board 
Proceedings  re:   Proposed  New  Source  Review  Rule,  October  28, 
1975,  at  165. 
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We  believe  other  state  and  local  regulations  have  been  adopted 
with  the  same  purpose  in  mind. 

Some  idea  of  the  technical  weakness  of  these  regula- 
tions can  be  garnered  from  a  document  filed  by  the  Western 
Oil  and  Gas  Association  in  litigation  which  is  now  pending  in 
California  over  the  validity  of  the  current  state  ambient  air 
quality  standards  for  sulfur  oxides,  entitled  "History  and 
Analysis  of  the  California  Air  Quality  Standards  for  Sulpher 
Oxides."   This  document  provides  a  concise  history  of  the 
sulfur  oxides  issue  in  California,  reveals  the  technical 
bungling  that  has  attended  the  promulgation  of  state  air 
quality  standards  relating  to  these  pollutants  and  discusses 
their  procedural  infirmities.   A  copy  is  attached  to  these 
comments  as  Appendix  A. 

In  short,  §  5(a)(8)  of  the  OCS  Lands  Act  was  intended 
to  establish  a  Federal  program  concerned  with  Federal  objectives, 
including  Federal  air  quality  objectives,  and  there  is  no  room 
in  such  a  program  for  concern  about  unique  state  and  local 
goals,  be  they  legitimate  or  otherwise.   As  we  will  discuss 
shortly,  concern  with  local  interests  under  the  OCS  program 
is  the  subject  of  a  different  set  of  regulations,  specifically 
intended  to  serve  that  purpose. 

E.    Regulation  of  Existing  Facilities 

While  it  is  clear  that  this  set  of  regulations 
should  be  applied  to  new  facilities  installed  on  the  OCS  in 
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the  future,  in  situations  where  a  nonattainment  area  would  be 
impacted,  we  have  cautioned  the  Secretary  against  applying 
the  regulations  to  any  facility  for  which  a  development  and 
production  plan  has  already  been  approved. 

We  have  urged  against  such  action  for  a  number  of 
reasons.   First,  there  is  the  practical  problem  of  retrofitting 
existing  facilities  with  control  equipment  in  an  environment 
where  space  is  extremely  limited  and  the  facilities  were  not 
designed  for  such  controls.   There  is  also  the  matter  of  cost, 
which  we  anticipate  would  be  extremely  high  because  of  the 
space  problem,  and  could  result  in  premature  abandonment  of 
oil  or  gas  recovery.   There  is  the  further  consideration, 
substantiated  by  data  provided  to  you  by  the  American  Petroleum 
Institute  regarding  experience  in  the  Gulf  of  Mexico,  that 
there  are  currently  no  facilities  on  the  OCS  which  are  known  to 
have  a  detectable  impact  on  onshore  air  quality.   Therefore, 
requiring  retrofit  of  existing  facilities  will  not  provide  any 
known  benefits. 

Finally,  we  believe  there  are  serious  legal  problems 
with  the  mechanism  that  has  been  proposed  for  determining  when 
retrofit  should  be  required.   That  problem  stems  from  the  dele- 
gation to  state  authorities  of  the  basic  decision  as  to  which 
facilities  should  be  reviewed.   We  believe  such  a  delegation 
would  constitute  an  unlawful  abdication  of  the  Secretary's 
discretionary  authority.   Equally  as  fundamental,  the  proposed 
regulations  fail  to  set  forth  even  minimal  requirements  for 
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demonstrating  that  an  adverse  air  quality  impact  is  occurring. 
A  mere  allegation  of  adverse  impacts  should  not  be  sufficient 
to  require  a  lessee  to  incur  the  substantial  economic  burden 
of  submitting  detailed  information  on  an  existing  facility. 
Anyone  asserting  that  such  an  impact,  exists  should  minimally 
be  required  to  demonstrate  by  dispersion  modeling  studies, 
using  approved  models  and  taking  into  account  actual  meteorolo- 
gical conditions,  that  a  signficant  effect  will  occur.   We 
would  also  point  out  that  OCS  emissions  should  not  really 
even  be  included  in  a  state's  emissions  inventory  because 
such  emissions  occur  outside  the  state's  jurisdiction.   In 
any  event,  it  is  the  onshore  impact  of  emissions,  not  their 
volume  or  location,  that  is  of  importance  under  both  the 
Clean  Air  Act  and  the  OCS  Lands  Act. 

While  we  believe  there  are  strong  reasons  for  grand- 
fathering all  existing  facilities,  if  some  type  of  review  is 
nonetheless  to  take  place,  we  agree  with  the  DOI  staff  that 
existing  sources  should  not  be  subjected  to  the  same  rigorous 
requirements  as  apply  to  new  facilities.   Nor  should  air 
quality  review  of  an  existing  facility  be  considered  a 
"significant"  revision  to  the  development  and  production  plan. 
A  significant  revision  is  obviously  one  which  has  at  least 
some  potential  for  creating  substantial  adverse  environmental 
impacts.   Reviewing  a  facility  for  possible  installation 
of  air  pollution  controls  clearly  does  not  fit  into  that 
category. 
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F.    Regulation  of  Temporary  Facilities 

It  is  also  our  view  that  temporary  facilities 
should  not  be  subject  to  the  Department's  air  quality 
regulations.   Because  of  the  short  time  period  over  which 
the  high  costs  of  emission  controls  would  have  to  be 
recovered,  requiring  the  installation  of  BACT  or  other  air 
pollution  control  technology  on  temporary  facilities  is  an 
exceptionally  poor  environmental  investment.   Moreover, 
exploratory  drilling  and  the  erection  of  platforms  are 
closely  analogous  to  onshore  construction,  which  has  been 
exempted  from  such  controls  by  EPA.   See,  40  C.F.R.  Part 
50.   If  onshore  construction  is  exempt,  offshore  construction, 
with  its  much  lower  potential  for  adverse  air  quality 
impacts,  should  obviously  be  treated  in  a  similar  fashion. 

II. 

ISOLATING  EFFECTS  THAT  ARE  SIGNIFICANT 

A.   Actual  Emissions  Rather  Than  Hypothetical  Ones 

One  of  the  more  perplexing  concepts  that  has  evolved 
under  EPA's  administration  of  the  Clean  Air  Act  is  the  idea 
that  there  should  be  different  exemption  levels  for  reviewing 
a  proposed  facility's  emissions  based  on  whether  those  emissions 
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will  be  controlled  or  uncontrolled.   This  is  difficult  to 
understand  because  the  concern  clearly  should  be  with  the 
impact  emissions — whether  controlled  or  uncontrolled — will 
actually  have  on  ambient  air  quality.   It  simply  makes  no  sense 
to  say  that  a  facility  can  emit  up  to  99.9  tons  per  year  of  a 
particular  air  contaminant  if  it  decides  not  to  control  those 
emissions,  but  only  49.9  tons  if  it  installs  controls. 

Fortunately,  Congress  has  not  seen  fit  to  strap 
DOI  with  rigid  adherence  to  EPA's  illogical  approach  to 
regulation.   The  OCS  Lands  Act  has  different  objectives  than 
the  Clean  Air  Act  and  the  requirements  and  implementing 
regulations  attendant  to  that  piece  of  legislation  have  not 
been  incorporated  wholesale  into  this  Department's  air  quality 
regulation  mandate.   Accordingly,  IX)I  is  free  to  fashion  a 
separate  test  which  will  more  effectively  accomplish  its 
limited  objective  of  assuring  that  OCS  development  does  not 
significantly  affect  compliance  with  the  national  ambient  air 
quality  standards. 

In  the  real  world,  it  is  the  effect  emissions  which 
actually  can  be  expected  to  occur  will  have  on  onshore  air 
quality  that  determines  whether  they  are  significant,  and  not 
what  a  facility  could  theoretically  emit  without  regard  to 
planned  control.   The  Western  Oil  and  Gas  Association  has 
therefore  urged  that  exemption  thresholds  under  the  proposed 
regulations  be  established  based  on  actual  emissions,  i.e. 
what  the  facility  will  emit  after  any  controls  proposed  by 
the  operator  have  been  installed. 
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We  would  note  that  the  United  States  Court  of  Appeals 
for  the  District  of  Columbia  Circuit,  in  Alabama  Power  Co.  v. 
Costle,  No.  78-1006  (Slip  Op.  June  18,  1979),  recently  made 
just  such  a  practical  interpretation  of  the  Clean  Air  Act's 
attainment  provisions  in  a  context  very  similar  to  this  one. 
In  that  case,  EPA  had  urged  that  the  term  "potential  to  emit," 
used  to  define  exemption  levels  under  the  PSD  provisions  of  the 
Clean  Air  Act,  be  interpreted  to  mean  the  level  of  emissions 
that  would  occur  under  uncontrolled  conditions,  without 
regard  to  the  operator's  actual  control  intentions.   The 
Court  found  to  the  contrary  that  "the  'potential  to  emit'  of 
any  stationary  source  must  be  calculated  on  the  assumption 
that  air  pollution  control  equipment  incorporated  into  the 
design  of  the  facility  will  function  to  control  emissions  in 
the  manner  reasonably  anticipated  when  the  calculation  is 
made."   In  other  words,  it  is  actual  emissions  that  are 
relevant,  not  hypothetical  ones. 

We  urge  as  strongly  as  we  can  that  DOI  not  fall 
into  the  same  illogical  trap  that  has  ensnared  EPA  and  instead 
fashion  its  exemption  levels  based  on  the  actual  amount  of 
emissions  a  facility  is  projected  to  emit. 

B.   Appropriate  Exemption  Levels 

As  we  have  already  discussed.  Congress  had  in  mind 
a  less  stringent  air  quality  program  for  OCS  sources  than 
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those  located  onshore.   This  is  clear  from  the  limited  mandate 
contained  in  the  Act  itself  and  its  legislative  history.   The 
purpose  was  to  assure  that  vital  OCS  energy  resources  would  be 
developed  promptly.   Accordingly,  more  moderate  but  still 
stringent  air  quality  requirements  were  determined  to  be 
appropriate  for  OCS  activity.   Consistent  with  this  legislative 
objective,  the  Western  Oil  and  Gas  Association  has  urged  that 
the  exemption  levels  established  under  this  set  of  regulations 
should  not  be  any  more  stringent  than  those  imposed  by  EPA  on 
major  sources  located  onshore. 

We  have  pointed  out  that  EPA  exempts  from  regulation 
any  onshore  source  with  uncontrolled  emissions  of  less  than 
100  tons  per  year  of  any  pollutant.   (The  comparable  figure 
for  attainment  areas  would  be  250  tons  per  year.)   This 
reflects  a  judgment  on  the  part  of  EPA  that  the  impact  on 
ambient  air  quality  from  a  source  emitting  less  than  100 
tons  per  years  will  not  be  significant.   If  EPA,  with  its 
considerable  expertise  in  this  area,  has  determined  that 
the  impact  of  a  100  ton  per  year  onshore  source  is  not  signi- 
ficant, this  should  be  adequate  assurance  that  an  OCS  source 
which  has  an  equivalent  impact  on  land  is  having  an  effect  that 
is  too  insignificant  to  regulate. 

In  actuality,  EPA  is  determining  that  such  a  source 
should  not  be  subject  to  further  regulatory  review  to  determine 
whether  a  significant  effect  is  occurring.   An  offshore  source 
should  be  treated  equally.   Furthermore,  the  DOI  staff  has 
conducted  independent  modeling  studies  which  establish  that  a 
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100  ton  per  year  source  located  at  the  3-inile  limit  will  have 
no  significant  effect  on  onshore  air  quality.   Thus,  it  seems 
beyond  question  that  any  OCS  source  emitting  actual  emissions 
of  less  than  100  tons  per  year  should  not  be  subject  to  further 
regulatory  review  and  should  be  exempt  from  the  requirements  of 
this  particular  set  of  regulations. 

The  Western  Oil  and  Gas  Association  has  further 
asserted  that,  to  assure  offshore  sources  are  treated  no 
more  stringently  than  EPA  would  treat  their  onshore  counter- 
parts, it  is  necessary  to  develop  some  mechanism  by  which 
the  distance  of  a  facility  from  onshore  receptor  areas  is 
taken  into  account.   Interestingly,  just  such  a  concept  was 
envisioned  by  the  authors  of  §  5(a)(8).   This  is  clear  from 
the  Conference  Report,  which  notes  that  "[i]f  an  OCS  activity 
or  facility  is  determined  to  have  no  such  significant  effect, 
when,  for  example,  it  is  located  many  miles  from  the  coast,  the 
requirements  of  the  regulations  under  Section  5(a)(8)  would  not 
apply."   Conference  Report  at  86. 

To  demonstrate  that  it  was  possible  to  design  such 
a  mechanism  with  a  high  degree  of  confidence  that  it  would 
reliably  prevent  undesirable  onshore  impacts,  we  retained 
the  environmental  consulting  firm  of  Teknekron,  Inc.  to 

develop  a  worst-case  formula  for  extending  EPA's  onshore 

*/ 
exemption  thresholds  offshore  as  a  function  of  distance.— 


V   A.  Chaplin,  Analysis  and  Recommendations  Pertaining  to 
the  Department  of  Interior's  Proposed  OCS  Sources  Emission 
Threshold  Limits  (Teknekron,  June  7,  1979). 
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Teknekron  developed  this  formula  using  the  most  conservative 
assumptions  possible  and  recognizing  that  the  result  would 
substantially  overstate  the  potential  onshore  impact  of 
offshore  sources. 

This  technique  has  been  further  refined  by  another 
consulting  firm,  Engineering-Science,  Inc.  (ESI),  using 
actual  emission  and  equipment  data  from  Gulf  and  Pacific 
Coast  OCS  facilities.-   Actual  meteorological  data  were 
also  used  in  performing  the  modeling  calculations.   From  this 
data,  ESI  was  able  to  develop  NOx  concentration  isopleths 
for  maximum  realistic  size  facilities  off  the  California  and 
Louisiana  coasts.   The  ESI  results  do  two  things:   First, 
they  confirm  that  it  is  essential  to  a  credible  exemption 
concept  that  distance  from  shore  be  taken  into  account  in 
specifying  threshold  levels.   Second,  they  show  that  over- 
water  meteorology  and  the  land/ocean  interface  effect  on 
wind  currents  are  such  that  relatively  high  emission  levels 
from  OCS  sources  can  be  tolerated  without  experiencing 
significant  onshore  effects.   In  fact,  while  extremely 
conservative,  the  resulting  isopleths  show  that  offshore 
emissions  dissipate  over  distance  at  a  much  more  rapid  rate 
than  predicted  even  by  Teknekron. 


V  Statement  of  M.  Dean  High  on  Behalf  of  the  American 
Petroleum  Institute  on  Proposed  Air  Pollution  Regulations 
for  Outer  Continental  Shelf  Operations  (30  CFR,  Part  250), 
During  U.S.  Geological  Survey  Public  Hearing,  Washington, 
D.C.  (June  14,  1979). 
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The  Western  Oil  and  Gas  Association  fully  endorses 
use  of  the  ESI  modeling  techniques  for  establishing  appropriate 
offshore  exemption  levels  as  a  function  of  distance  from  the 
shore.   The  formula  that  should  be  used  to  establish  exemption 
levels  impacting  nonattainment  areas  is  E=80D,  where  E  is  the 
allowable  emission  rate  in  tons  per  year  and  D  is  the  distance 
of  the  OCS  source  from  shore  in  miles.   While  we  strenuously 
disagree  that  DOI  has  any  authority  at  all  to  regulate  OCS 
emissions  impacting  attainment  areas,  the  comparable  formula 
for  such  areas  would  be  E=200D. 

Because  it  has  been  asserted  by  the  California  Air 
Resources  Board  and  other  witnesses  in  these  proceedings 
that  air  currents  off  the  California  coast  are  somehow  different 
than  experienced  in  other  coastal  regions,  with  the  result  that 
essentially  all  emissions  are  transported  onshore,  the  Western 
Oil  and  Gas  Association  has  commissioned  further  work  which 
examines  the  validity  of  that  proposition.   While  we  believe 
the  work  performed  by  ESI  demonstrates  that  the  land/sea 
interface  significantly  alters  wind  currents  along  the  Cali- 
fornia coast  in  a  way  which  reduces  onshore  impacts  of  offshore 
emissions,  the  enclosed  report  prepared  by  Teknekron  should 

completely  put  to  rest  any  concerns  DOI  might  still  have  that 

*/ 
Southern  California  is  somehow  atypical.   It  xs  not.— 


V  A.  Chaplin,  Critique  of  the  CARE  Definition  of  California 
Coastal  Waters  and  Discussion  of  the  Sea  Breeze/General 
Circulation  in  Southern  California  (Teknekron,  July  1979). 
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C.    Appropriate  Significance  Levels 

While  DOI  has  correctly  perceived  that  Congress 
intended  to  permit  development  on  the  OCS  which  would  have 
some  impact  onshore  and  that  only  significant  effects  were  to 
be  addressed  in  these  regulations,  an  overly  conservative 
method  has  been  proposed  for  differentiating  insignificant 
effects  from  those  which  merit  regulation.   That  method  is 
to  apply  the  very  stringent  significance  levels  which  have 
been  established  by  EPA  for  use  in  clean  air  or  attainment 
areas  to  OCS  emissions. 

This  over-conservatism  results  primarily  from 
two  factors: 

(1)  The  concept  involved  was  developed  to  keep 
pristine  areas  pure,  an  idea  that  is  totally  alien  to  the  OCS 
Lands  Act,  which  was  intended  to  assure  rapid  and  extensive 
development  of  OCS  sources.   More  simply  stated,  DOI  is 
attempting  to  saddle  a  program  which  was  intended  to  foster 
development  with  a  concept  that  was  designed  to  limit  growth. 
The  two  ideas  are  irreconcilably  incompatible. 

(2)  Logic  would  suggest  that  an  effect  on  ambient 

air  quality  that  is  significant  should  result  in  some  detectable 
benefit  if  removed.   Since  we  are  dealing  with  impacts  that  are 
far  below  the  levels  at  which  air  quality  standards — designed 
to  fully  protect  the  public  health  and  welfare — have  been 
established,  it  is  clear  that  no  health  or  welfare  benefits 
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will  result  from  regulation.   The  only  other  possible  measure 
of  significance  in  such  a  context  would  therefore  be  the 
presence  of  some  detectable  change  in  ambient  air  charac- 
teristics.  But  the  significance  levels  which  have  been 
adopted  by  DOI  are  so  small  that  the  existence  of  a  change 
generally  cannot  even  be  detected.   There  is  no  monitoring 
methodology  in  existence  which  can  insure  detection  of  such  a 
small  effect.   At  best,  some  miniscule  theoretical  change 
might  be  occurring,  but  even  that  is  by  no  means  clear 
because  of  the  known  variability  in  the  natural  background 
levels  of  the  regulated  pollutants.   Given  the  "higher 
burden"  that  Congress  intended  for  regulating  OCS  activities 
and  its  clear  insistence  that  only  significant  effects  be 
avoided,  it  is  essential  that  some  more  rational  and  defensible 
test  be  devised.   To  develop  such  a  test,  the  Western  Oil  and 
Gas  Association  retained  the  consulting  firm  of  Environmental 
Research  &  Technology,  Inc.  (ER&T)  of  Westlake  Village, 
California,  to  establish  the  detectability  limits  of  the 
various  pollutants  of  concern.   Their  results  are  set  forth 
in  the  enclosed  report,  entitled  "Critique  of  the  Regulatory 
Proposal  to  Impose  PSD  Significance  Levels  and  the  36  Hour 
Travel  Time  Concept  on  Emissions  from  the  Outer  Continental 
Shelf." 

Because  another  idea  borrowed  from  EPA,  the  36-hour 
travel  time  concept,  is  also  out  of  step  with  the  objectives 
of  the  OCS  Lands  Act,  we  asked  ER&T  to  evaluate  that  measure 
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of  significance  as  well,  and  propose  an  alternative  that  would 
be  more  reasonable  in  the  context  of  OCS  Lands  Act  objectives. 
As  pointed  out  by  the  American  Petroleum  Institute  in  its 
testimony,  the  technical  justification  for  the  36-hour  travel 
time  concept  has  never  been  explicitly  revealed  by  EPA.   The 
concept  is  clearly  arbitrary  on  its  face,  has  consequently 
been  the  subject  of  extensive  critical  comment,  and  is  presently 
embroiled  in  litigation.   It  is  therefore  a  particularly  poor 
choice  for  establishing  significance  under  the  OCS  Lands  Act. 
As  explained  in  its  enclosed  report,  ER&T  believes  that  photo- 
chemical modeling  can  produce  much  more  reliable  impact 
assessment  results. 

Because  of  the  serious  technical  flaws  inherent 
in  the  36-hour  travel  time  concept,  we  recommend  that  the 
regulations  be  re-drafted  to  provide  that,  if  a  facility  is  not 
exempt  from  review  on  the  basis  of  the  formula  described  in 
the  prior  section  of  these  comments,  the  lessee  has  the 
option  of  either  applying  the  36-hour  travel  time  concept  or 
performing  photochemical  modeling  to  determine  whether  a 
significant  effect  would  occur  at  the  shoreline.   If  the 
lessee  chooses  to  use  photochemical  modeling,  as  explained  in 
detail  in  the  ER&T  Report,  we  believe  10%  of  the  national 
ambient  air  quality  standard  for  ozone  would  constitute  a 
reasonable  test  for  significance. 

Based  on  ER&T's  Report,  we  recommend  that  10%  of 
the  national  ambient  air  quality  standards  be  established  as 
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the  significance  test  for  the  other  pollutants  as  well.   This 
level  takes  into  account  both  the  considerable  variability  in 
the  natural  atmospheric  background  for  the  pollutants  of 
concern,  and  the  limitations  inherent  in  air  quality  measure- 
ment methodology,  which  go  well  beyond  detectability  limits 
alone.   One  cannot  realistically  expect  to  achieve  ambient  air 
quality  levels  below  such  natural  variability  or  measurement 
capability  by  installing  air  pollution  controls  on  sources, 
such  as  OCS  platforms,  that  are  remote  from  the  receptor 
area  and  will  not  have  an  immediate  impact  on  air  quality. 

There  are  four  other  points  that  merit  brief 
mention: 

(1)  Requiring  that  industry  use  only  those  dispersion 
models  recognized  by  EPA  to  model  the  significance  of  offshore 
emissions  will  not  produce  reliable  answers.   Because  EPA 
lacks  jurisdiction  on  the  OCS,  it  has  not  devoted  its 
efforts  to  developing  models  which  will  accurately  predict 
over-water  plume  behavior.   Consequently,  there  are  no  EPA 
approved  models  which  yield  credible  results.   We  believe  that 
the  best  results  will  be  obtained  and  the  state  of  the  art  most 
rapidly  advanced  by  allowing  permit  applicants  to  use  other 
models,  subject  to  review  and  acceptance  of  their  reliability 
by  DOI. 

(2)  The  suggestion  has  been  made  that  it  might  be 
appropriate  to  require  at  least  one  year's  meteorological 
monitoring  at  a  proposed  facility  site  before  processing  the 
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permit  application.   This  suggestion  poses  two  major  problems. 
First,  the  cost  of  conducting  such  monitoring,  particularly 
at  remote  sites,  would  be  extremely  high.   For  example,  ER&T 
estimates  that  even  the  most  routine  meteorological  monitoring 
can  cost  upwards  of  $100,000  per  site  and,  to  conduct  a 
thorough  one-year  monitoring  program  could  easily  cost  in 
excess  of  $500,000.   And  the  monitoring  would  just  be  the 
first  step.   Once  that  information  is  gathered,  modeling 
studies  would  have  to  be  performed  to  make  the  data  useful  at 

an  additional  cost  of  between  $15,000  and  $150,000,  depending 

*/ 
on  the  facility's  location  and  the  pollutants  of  concern.— 

Second,  the  effect  would  be  to  delay  all  new  offshore  projects 

by  at  least  another  year  and  perhaps  considerably  longer. 

ER&T  projects  that  some  one-year  monitoring  projects  could 

require  as  long  as  three  years  to  organize,  set-up  and 

complete. — '      This  is  a  delay  the  Nation  can  ill-afford,  as 

was  fully  recognized  by  Congress  at  the  time  the  OCS  Lands 

Act  Amendments  were  enacted. 

(3)   While  the  exact  scope  of  review  the  states  are 

intended  to  exercise  under  the  consistency  provisions  of  the 

Coastal  Zone  Management  Act,  16  U.S.C.  §  145  et.  seq. ,  is 

presently  the  subject  of  debate,  whatever  review  authority 


V  G.  Hidy,  Costs  of  Mathematical  Modeling  and  Meterological 
Monitoring  for  Assessments  of  Air  Quality  Effects  of  OCS 
Development  (Environmental  Research  &  Technology,  Inc.,  July 
1979). 

^/   Id,. 
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state  and  local  agencies  possess  with  respect  to  OCS  activities 
is  clearly  under  that  process,  and  not  under  §  5(a)(8).   As 
we  have  repeatedly  pointed  out,  the  program  envisioned  by 
§  5(a)(8)  is  purely  a  Federal  one,  applying  Federal  standards 
and  concerned  with  Federal  interests.   The  two  programs  should 
not  be  confused. 

(4)   Finally,  there  are  several  technical  errors  in 
the  regulations,  as  presently  drafted,  which  appear  to  be 
inadvertent  and  should  be  corrected.   For  example,  the 
definition  of  volatile  organic  compounds  (VOC)  does  not 
clearly  exclude  methane  and  ethane,  even  though  such  compounds 
are  not  considered  reactive  by  EPA.   See  40  C.F.R.  52.21;  42 
Fed. Reg.  35314.   Exhibit  A  to  the  detailed  written  comments 
being  submitted  by  the  American  Petroleum  Institute  contains 
a  more  complete  list  of  the  organic  compounds  that  should  be 
excluded  from  this  definition.   Other  errors  are  set  forth  in 
Appendix  B  to  these  comments. 


III. 

APPROPRIATE  REMEDIES  WHERE  SIGNIFICANT 
EFFECTS  ARE  FOUND  TO  EXIST 


A.    The  "No  Impact"  Requirement 

In  our  prior  testimony,  we  have  pointed  out  that 
requiring  a  facility  to  reduce  its  emissions  to  a  level  where 
there  is  "no  impact"  at  all  goes  considerably  beyond  the 

-26- 


777 


requirements  of  the  OCS  Lands  Act.   The  Act  instructs  the 
Secretary  to  eliminate  "significant  effects,"  not  all  effects. 
Just  as  it  would  be  an  excess  of  agency  authority  to  demand 
that  all  emissions  on  the  OCS  be  eliminated  because  some  of 
those  emissions  might  come  ashore  somewhere,  sometime  and 
might  have  an  insignificant  impact  on  air  quality,  it  is  just 
as  improper  to  demand  that,  once  a  facility  which  will  have  a 
significant  effect  is  identified,  emissions  be  reduced  to  a 
level  where  there  will  be  no  effect  at  all.   While  the  DOI 
staff  appears  to  realize  the  inappropriateness  of  demanding 
the  elimination  of  all  effects  where  attainment  areas  are 
concerned,  by  requiring  that  emissions  be  reduced  only  down 
to  the  level  at  which  the  maximum  allowable  PSD  increment 
will  not  be  exceeded,  it  has  illogically  adopted  a  much  more 
stringent  requirement  in  the  case  of  nonattainment  areas. 
The  statute  makes  no  such  distinction.   It  states  that  only 
significant  effects  are  to  be  controlled. 

B.    The  BACT  Requirement 

DOI's  proposal  that  BACT  be  installed  across  the 
board  on  all  OCS  sources  (except  new  sources  impacting 
nonattainment  areas)  suffers  from  the  same  logical  disconnect. 
If  only  significant  effects  must  be  eliminated,  mandating  a 
uniform  control  requirement  for  nonuniform  emission  impacts 
will  obviously  result  in  overregulation  in  some  cases  and 
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underregulation  in  others.   The  degree  of  control  required 
or,  alternatively,  the  amount  of  offsets  that  must  be  obtained 
should  be  tailored  to  the  amount  of  emissions  which  must  be 
eliminated  to  assure  that  any  effects  will  not  be  significant. 
This  will  vary  from  facility  to  facility,  based  on  emission 
levels,  location  on  the  OCS  and  meteorology.   Any  type  of 
uniform,  across-the-toard  control  is  therefore  inappropriate. 
Finally,  the  BACT  concept,  like  the  PSD  significance  levels, 
was  developed  by  EPA  to  prevent  significant  deterioration  of 
air  quality  in  clean  air  areas.   It  is  therefore  not  a  concept 
which  has  any  relationship  to  a  program  aimed  at  assuring 
compliance  with  national  ambient  air  quality  standards. 

C.    The  Offset  Requirement 

The  Western  Oil  and  Gas  Association  has  endorsed 
your  staff's  recommendation  that  offsets  be  treated  as  an 
optional  alternative  to  installation  of  control  equipment  on 
the  offshore  facility  itself.   Requiring  offsets  in  addition 
to  control  would  be  tantamount  to  requiring  OCS  emission 
sources  to  clean  up  the  air  onshore  as  a  condition  to  proceed- 
ing with  development.   As  we  have  previously  pointed  out, 
cleaning  up  the  air  is  a  Clean  Air  Act  concept  which  cannot 
be  reconciled  with  the  objectives  outlined  by  Congress  in  the 
OCS  Lands  Act.   Expeditious  development  of  offshore  resources 
and  a  mandate  to  eliminate  only  significant  air  quality 
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effects  cannot  be  matched  with  such  an  air  improvement 
program.   DOI  has  therefore  acted  correctly  by  placing  the 
offset  concept  in  an  alternative  regulatory  status. 

For  the  same  reason — that  §  5(a)(8)  requirements 
are  not  part  of  a  clean  up  the  air  program — the  suggestion 
by  some  witnesses  in  the  course  of  these  proceedings  that 
more  than  one-to-one  offsets  should  be  required  for  OCS 
facilities  is  misdirected.   The  effect  of  this  would  be  to 
translate  the  presently  proposed  "no  impact"  requirement 
in  nonattainment  areas  to  a  "favorable  impact"  one.  Both  are 
inappropriate . 

Consistent  with  our  thesis  that  distance  from 
shore  must  be  taken  into  account  in  establishing  exemption 
levels  for  offshore  sources,  we  also  believe  that  distance 
from  the  shore  must  be  taken  into  account  in  evaluating  the 
value  of  offsets  provided  on  the  OCS.   Stated  simply, 
offsets  provided  onshore  should  receive  more  credit  than 
those  provided  at  some  remote  location  offshore. 

D.    The  Cross-Compliance  Requirement 

Once  again,  requiring  an  applicant  for  OCS  develop- 
ment to  "demonstrate  that  all  existing  sources  owned  or 
operated  by  the  lessee  in  the  state  significantly  affected  by 
the  lessee's  proposed  facilities  are  in  compliance  with  all 
applicable  emission  limitation  or  standards  required  under 
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the  Clean  Air  Act  or  are  on  a  Federally-enforceable  compliance 
schedule"  has  no  place  in  this  regulatory  program.   The  only 
purpose  that  could  possible  be  served  by  such  a  requirement 
would  be  to  assist  EPA  in  its  efforts  to  enforce  the  Clean 
Air  Act  under  penalty  of  delay  in  OCS  development.   The 
Secretary  of  the  Interior  has  no  such  authority  and  it  would 
be  directly  contrary  to  the  objectives  of  the  OCS  Lands  Act 
to  attempt  to  become  an  enforcement  arm  of  the  EPA  with 
respect  to  onshore  sources.   The  Department  has  acted  wisely 
in  excluding  any  such  proposal  from  the  draft  regulations. 

SUMMARY 

In  conclusion,  we  would  like  to  return  to  the  three 
fundamental  issues  we  raised  at  the  outset.   First,  when 
should  facilities  be  subject  to  review  for  possible  regulatory 
•control?   Only  emissions  impacting  nonattainment  areas  should 
be  considered  and  only  then  if  the  area  is  nonattainment  for 
a  Federal  air  quality  standard.   We  recommend  the  following 
formula  be  used  to  determine  whether  a  proposed  OCS  source 
impacting  such  an  area  should  be  subject  to  regulatory 
review:   E=80D,  where  E  is  the  actual  emission  rate  in  tons 
per  year  and  D  is  the  distance  of  the  OCS  source  from  the 
shore  in  miles.   If  emissions  are  below  this  threshold,  new 
facilities  should  be  exempt  from  further  review.   Because  it 
would  be  extremely  cost-ineffective  to  regulate  such  sources. 
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both  existing  and  temporary  facilities  should  also  be  cate- 
gorically exempt. 

The  second  issue  was  the  effects  on  onshore  air 
quality  that  should  be  considered  significant.   We  recommend 
that  10%  of  the  national  ambient  air  quality  standards  be 
the  test  of  significance.   We  recommend  this  test  for  all 
regulated  pollutants,  including  volatile  organic  compounds. 

Our  final  question  was,  how  should  effects  which 
are  determined  to  be  significant  be  regulated?   We  have 
pointed  out  that  the  Act  only  permits  the  control  of  signi- 
ficant effects,  and  have  urged  that  the  lessee  therefore  be 
required  to  reduce  emissions  until  the  onshore  impact  is 
below  the  10%  significance  level.   To  achieve  this  goal,  the 
lessee  should  be  allowed  to  select  the  control  equipment  or 
emission  offset  approach  which  will  be  most  economical 
for  his  facility. 

The  Western  Oil  and  Gas  Association  appreciates  the 
opportunity  to  submit  these  comments  on  DOI ' s  proposed  DCS 
emission  regulations. 
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APPENDIX  I 

A  HISTORY  AND  ANALYSIS  OF  THE  CALIFORNIA 
AIR  QUALITY  STANDARDS  FOR  SULFUR  OXIDES 

(a) 
The  Initial  Health  Department  Standards 

The  first  legislation  authorizing  air  quality  standards 
in  California  was  adopted  in  1959.     It  resulted  from  the  dis- 
covery that  Los  Angeles  smog  was  caused  by  a  chemical  reaction 
between  gasoline  and  ozone  (not  SO2)  and  the  realization  that  air 
pollution,  at  high  levels,  could  have  adverse  effects  on  health. 
That  over-regulation  would  impose  an  intolerable  economic  penalty 
was  also  recognized.   This  is  pointed  out  in  the  legislative  report 
which  led  to  the  adoption  of  such  legislation: 

"It  is  likely  that  remote  axes  air  is  unobtainable 
in  metropolitan  areas  unless  every  source  of  pollu- 
tion is  controlled  completely.   This  is  an  impossible 
goal  at  the  present  both  economically  and  technically. 
At  this  time  the  purest  air  we  can  hope  to  obtain  in 
metropolitan  areas  would  contain  contaminants  some- 

/// 

/// 

/// 

/// 


V    1959  Stats.,  c.  835,  p.  2885, 
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where  below  the  point  at  which  individual  comfort  is 
impaired  or  plant  damage  occurs." 


The  resulting  legislation — what  was  then  §  426.1  of  the 

Health  &  Safety  Code--directed  the  State  Department  of  Public 
**  / 

Health   to  "develop  cind  publish  standards  for  the  quality  of  the 
air  of  this  State.  ...  so  ...  as  to  reflect  the  relationship 
between  the  intensity  and  composition  of  air  pollution  and  the 
health,  illness,  including  irritation  to  the  senses,  and  death  of 
human  beings,  as  well  as  damage  to  vegetation  and  interference  with 
visibility." 

In  accordance  with  that  directive,  the  Department  of 
Public  Health,  aided  by  a  blue  ribbon  advisory  committee,  conducted 
an  exhaustive  review  of  the  available  information  on  the  various 
pollutants  known  to  cause  harm.   The  findings  of  that  review  were 
embodied  in  a  detailed  report  which  concluded  that  a  standard  of 
0.3  ppm,  averaged  o-^er  an  eight-hour  interval,  should  be  adopted  to 
protect  against  damage  to  vegetation  and  that  a  much  higher  stan- 


V    "Air  Pollution,  Its  Health  Effects  and  Its  Control,"  Assembly 
Interim  Committee  on  Public  Health,  Subcommittee  on  Air 
Pollution  and  Radiation  Protection,  March  1959,  Assembly 
Interim  Committee  Reports  1957-1959,  Vol.  9,  No.  17,  at 
pp.  15-16. 

**/   In  July  of  1973,  the  title  of  this  agency  was  changed  from 

"State  Department  of  Public  Health"  to  merely  "State  Depart- 
ment of  Health."   1971  Stats,,  c.  1593,  §  56. 
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dard  of  5  ppm,  averaged  over  a  one-hour  period,  was  needed  to 

V 

protect  health.    Those  standards  were  adopted  by  the  Health 

**  / 

Department  on  December  4,  1959. 


That  these  standards  are  so  much  higher  than  those  more 
recently  adopted  by  the  Air  Resources  Board  may  be  explained  in 
part  by  the  fact  that,  as  noted  in  the  technical  report  relating  to 
such  standards,  "[i]t  was  agreed  from  the  outset  that  any  standards 
set  must  be  based  on  sound  data  and  concxirred  in  by  scientists  in 
the  air  pollution  and  related  fields."      Thus,  the  Health 
Department  perceived  that  the  public  would  be  unwilling  to  accept 
the  heavy  economic  cost  of  achieving  such  standards  unless  there 
was  general  concurrence  within  the  scientific  community  that  the 
standards  had  been  set  at  defensible  levels.-  By  contrast,  as  this 
appendix  will  demonstrate,  the  current  state  SO^  standards  were 
established  in  the  face  of  express  determinations  by  the  leading 
environmental  agency  in  the  country  aind  other  eminent  experts  that 
either  no  standard  could  be  established  at  all  or  only  one  at  a 
much  higher  level. 


*/   "Technical  Report  of  California  Standards  for  Ambient  Air 

Quality  and  Motor  Vehicle  Exhaust,"  State  Department  of  Public 
Health,  1959,  at  p.  12.   See  Ex.  A  to  the  Declaration  of 
Sharon  F.  Rubalcava  filed  herewith  (hereafter  "Rubalcava 

Dec")  . 
**/  Former  §  30501(a)  of  Title  17,  Cal.  Admin.  Code,  filed 

June  7,  1961.   See  Ex.  B  to  Rubalcava  Dec.  at  p.  2. 
***/  Ex.  A.  to  Rubalcava  Dec.  at  ,p.  10. 
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(b) 

The  Creation  of  The  Air  Resources  Board 

and  the  196  9  Error 

The  next  development  of  significance  occurred  in  1967, 
when  the  authority  to  fix  air  quality  stamdards,  as  well  as  the 
air  pollution  duties  performed  by  various  other  state  agencies, 
were  transferred  to  the  newly-created  California  Air  Resources 
Board  (CARB) .   However,  because  the  Health  Department  had  parti- 
cular expertise  with  respect  to  the  effect  of  air  pollution  on 
public  health,  the  statute  continued  to  require  that  air  quality 
"standards  relating  to  health  effects  shall  be  based  upon  the 
recommendations  of  the  State  Department  of  Health."   This  is 
extremely  important  because,  in  setting  the  current  SO2  standard, 
it  will  be  seen  that  CARB  totally  disregarded  this  requirement. 

To  further  assure  that  any  standards  adopted  would  be 
based  on  hard  scientific  data  and  not  merely  on  someone ' s  unsub- 
stantiated fears,  numerous  safeguards  were  added  to  the  standard 
setting  procedure:   It  was  required,  for  example,  that  proposed 
standards  be  subjected  to  public  hearings  with  the  opportunity  for 
critical  comment.    It  was  also  required  that  the  standards  be 


On  September  22,  1975,  the  various  sections  of  the  California 
Health  &  Safety  Code  dealing  with  air  pollution  control  were 
recodified.   1975  Stats.,  c.  957.   For  ease  of  reference, 
throughout  this  appendix  we  refer  to  provisions  of  the  Health 
(footnote  continued  on  proceeding  page) 
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in  a  particular  form  and  show  how  each  standard  was  related  to  the 
existence  of  some  specific  adverse  effect—thus  the  standards  were 
to  specify  "concentrations  and  durations  of  pollutants  which 
reflect  the  relationship  between  the  intensity  and  composition  of 
pollution  to  undesirable  effects.""   And  a  section  was  added 
providing  for  the  appointment  of  advisory  groups  and  committees  of 
experts  to  advise  the  Board  on  the  various  technical  matters  which 
it  would  have  to  consider."  The  Legislature  thus  made  it  unmis- 
takably clear  that  the  standards  were  to  be  based  on  solid  scien- 
tific evidence — not  on  mere  conjecture. 

The  newly-created  Air  Resources  Board  undertook  its  first 
review  of  air  quality  standards  in  1969.   At  that  time,  the  Board 
was  a  mixture  of  both  technically  qualified  and  unqualified 

/// 
/// 


(footnote  continued  from  preceding  page) 

and  Safety  Code  by  their  present  section  number  in  the  text, 
and  footnote  the  section  number  assigned  to  the  provision 
at  the  time  the  events  referred  to  in  the  appendix  occurred. 
See  former  §  39051,  Cal.  H.  &  S.  Code,  1967  Stats.,  c.  1545, 

§  5. 

V   see  former  §  39008.5,  Cal.  H.  &  S.  Code,  1967  Stats,  c.  1545, 

§  5. 
**/   See  former  §  39050(b),  Cal.  H.  &  S.  Code,  1971  Stats., 

c.  1674,  §  10. 
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1/ 

people.    In  order  that  it  be  properly  advised,  the  Board's 
Technical  Advisory  Committee  was  directed  to  prepare  recommen- 
dations as  to  what  standards  should  be  adopted.   And,  in  accord 
with  its  statutory  obligation,  the  Board  also  requested  that  the 
Health  Department  recommend  standards  which  would  assure  against 
adverse  health  effects.   Studies  were  then  conducted  and,  in  May 
of  1969,  the  Technical  Advisory  Committee,  in  collaboration  with 
the  Department  of  Public  Health,  presented  a  written  report  to 
the  Board  detailing  their  various  recommendations.   That  report 

advised  that  the  SO2  standard  should  be  set  at  0.1  ppm  for  the 

**  y 

2 4 -hour  averaging  interval. 
/// 


*/   The  nine  appointed  members  were:  David  S.  Adams,  an* agricul- 
tural executive;  Joseph  F.  Boyle,  a  physician;  Dorothy  Chapel, 
a  politician;  Arie  Jan  Haagen-Smit,  the  Chairman  of  CARB  and  a 
chemist;  Willard  F.  Libby,  a  chemistry  professor;  John  G.  Miles 
a  resource  management  consultant;  Walter  R.  Schmid,  a 
farmer;  Gerald  A.  Shearin,  a  labor  executive;  and  Stella  K. 
Younglove,  a  housewife.   The  other  five  members  of  CARB  were 
specified  by  statute  as:   "The  Director  of  Public  Health, 
Director  of  Motor  Vehicles,  Director  of  Agriculture,  Commis- 
sioner of  the  California  Highway  Patrol,  and  Director  of 
Conservation."   See  former  §  39020,  Cal .  H.  &  S.  Code,  1967 
Stats.,  c.  1545,  §  5. 

**/   Part  5b (1)  of  the  Administrative  Record  of  the  proceedings 
relating  to  the  0.04  ppm  SO2  standard  (0.04  Record)  at 
pp.  22,  25-26. 
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Following  submission  of  this  report,  a  series  of 
public  hearings  were  held  throughout  the  State.   The  Technical 
Advisory  Committee  and  their  even  more  specialized  Subcommittee  on 
Air  Quality  Standards  then  reviewed  the  testimony,  and  reconfirmed 
to  the  Board  that  0 . 1  had  the  full  committee ' s  recommendation 

y 

without  dissent.    Nonetheless,  at  a  meeting  on  November  19, 
1969,  the  Board  adopted  a  standard,  not  of  0.1,  but  of  0.04 — two 
and  one-half  times  more  stringent.   How  did  that  happen? 

The  events  which  led  to  the  adoption  of  this  very  low 
standard  are  outlined  in  a  staff  report  which  is  part  of  the 
record  in  connection  with  the  more  recent  SOj  proceedings.   That 
report  includes  a  letter  from  one  of  those  present  at  the  meeting 
when  this  action  was  taken.   It  explains: 

"After  brief  testimony  in  support  of  a  reasonable 
staff -proposed  ambient  standard,  the  hearing  was 
closed  and  the  Board  proceeded  to  discussion.   Dr. 
[Boyle,  a  member  of  the  Board] ,  citing  a  single 
published  Dutch  paper  which  indicated  statistically 
increased  bronchial-related  disease  in  areas  where 
the  annual  SO2  average  was  somewhat  above  .04  ppm,, 
argued  for  this  as  a  daily  standard. 

"John  Maga  [The  Board's  Executive  Officer] 
pointed  out  that  if  annual  data  seemed  to  call 
for  a  standard,  it  should  logically  be  an  annual 


y   Part  12b  of  the  0.04  Record  at  p.  1. 
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standard,  but  his  lucid  comment  was  ignored  and 
Dr.  [Boyle's]  strictly  emotional  appeal  became 
the  basis  of  the  present  standard,  without  any 
chance  for  public  comment  thereon."   (Emphasis 
in  original  text. ) 

This  explanation  of  what  transpired  is  confirmed  by  other 
evidence  in  the  record.   For  example,  another  staff  report,  this 
one  dated  August  14,  1973,  points  out  that  a  24-hour  standard  set 
at  the  recommended  level  of  0 . 1  ppra  would  have  been  equivalent  to 
an  annual  standard  of  only  0.03  ppm.     The  standard  recommended  by 
the  CARB  Technical  Advisory  Committee  and  the  Department  of  Public 
Health  was  therefore  already  40%  more  stringent  than  required  to 
achieve  the  annual  average  of  0.05  ppra  at  which  the  Dutch  paper, 
erroneously  interpreted  by  Dr.  Boyle,  had  concluded  the  likelihood 
of  pulmonary  illness  might  first  begin  to  increase. 

This  difference  in  annual  and  24-hour  standards  is  a 
consequence  of  the  rather  obvious  fact  that,  in  reaching  an  annual 
average,  fluctuations  above  and  below  the  average  from  day-to-day 
are  to  be  expected.   An  analogy  would  be  to  ambient  air  temper- 
ature— while  the  annual  average  temperature  for  a  given  region  may 
be  70",  on  any  given  day  within  the  year  much  wider  fluctuations, 
both  higher  and  lower,  can  and  do  occur  without  altering  the  annual 
average.   The  same  principle  is  applicable  to  502-   To  convert  a 


*/   Part  22b  of  the  0.04  Record  at  p.  69. 
**/   Part  20b  of  the  0.04  Record  at  p.  26. 
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0.05  ppm  annual  average  to  a  24-hoiir  limitation,  CARB  should  have 
increased  the  recommended  0.1  ppm  24-hour  standard  to  at  least  0.12 
ppm.   Instead,  it  went  the  wrong  way! 

That  CARB  adopted  this  ultra- low  standard  by  mistake  is 
confirmed  by  the  following  discussion,  which  took  place  at  the 
August  14,  1973  Board  meeting  at  which  the  above  staff  report  was 
presented: 

"MR.  SULLIVAN:   Is  my  memory  correct  as  to  our 
action,  that  it  was  an  action  of  the  Board  in  sup- 
porting a  Los  Angeles  medical  doctor  who  was  a 

* 

member  of  the  Board? 

THE  CHAIRMAN:  '  Yes,  it  was  Dr.  Boyle. 

MR.  BRATTAIN:   Who  had  unfortunately  misread 
the  recommendation. 

MS.  MEADE:   Before  I  was  on  the  Board. 

THE  CHAIRMAN:   And  I  voted  for  it.   I  thought 
that  any  stuff  that  we  could  get  out  [of]  the  air 
would  be  helpful. 

MR.  BRATTAIN:   .  .  . 

Subsequent  to  [the  adoption  of  0.04  in  1969], 
the  sulfur  dioxide  standard  was  reviewed  twice 
more  by  the  Technical  Advisory  Committee,  and  both 
times  they  came  to  the  Air  Resoxirces  Board  with 
the  recommendation  that  the  Board  correct  what  by 
that  time  had  become  to  be  viewed  as  a  more  or 
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less  accidental  adoption  of  the  standard  of  0.04, 
because  they  thought  that  this  was  too  strict. 
It  was  contrary  to  the  recommendations  at  three 
different  times  from  the  Technical  Advisory  Com- 
mittee, each  time  in  cooperation  with  the  State 
Health  Department. " 

There  is  one  further  problem  associated  with  the  original 
adoption  of  the  0,04  standard  which  should  be  briefly  touched  on — 
a  problem  which  has  unfortunately  been  a  recurring  one  with  this 
particular  agency.   It  is  required  by  statute  that  CARB  publish 
in  advance  any  standards  which  the  Board  proposes  to  adopt.   In 
this  regard,  §  39601  of  the  Health  &  Safety  Code  states  that  CARE 
"shall  adopt  [standards,]  rules  and  regulations  in  accordancTe 
with  the  provisions  of  [the  California  Administrative  Procedure 
Act]  .  .  .,"    including  §  11423  of  the  Government  Code.   That 
statute  requires  that  "[a]t  least  30  days  prior  to  the  adoption 
.  .  .  of  a  regulation  notice  of  the  proposed  action  shall  be:   (a) 
Published  in  such  newspaper  of  general  circulation,  trade  or 
industry  publication,  as  the  state  agency  shall  prescribe,"  and 


V   Part  20  of  the  0.04  Record  at  pp.  3,  9. 

**/  Words  enclosed  in  brackets  are  those  added  by  the  197  5  re- 
codification, primarily  for  the  purpose  of  clarifying  the 
intent  of  the  prior  language;  words  that  are  underlined  are 
those  that  were  deleted,  for  the  most  part  because  they  were 
redundant.   This  method  of  designating  changes  affected  by 
the  1975  recodification  is  followed  throughout  the  appendix. 
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"[m] ailed  to  every  person  who  has  filed  a  request  for  notice 
thereof."   This  was  not  done  with  respect  to  the  adoption  of  an 
SOj  standard  as  low  as  0.04  ppm. 

Publication  of  a  notice  of  intent  to  adopt  the  much 
higher — two  and  one-half  times  higher — limit  of  0.1  ppm  was  not 
legally  sufficient.   A  switch  from  0.1  ppm,  the  noticed  recommen- 
dation before  the  Board  to  which  all  of  the  testimony  was  directed, 
to  0.04  ppm,  a  drastically  lower  standard  suggested  after  the 
hearing  had  been  closed  (thus  providing  no  opportunity  for  inter- 
ested members  of  the  public  to  comment  on  the  propcsal) ,  was 
clearly  unlawful.   Olive  Proration  Program  Committee  Etc.  v. 
Aaricultural  Prorate  Commission,  17  C.2d  204  (1941) ;  California 
Ass'n  of  Nursing  Homes  Etc.,  Inc.  v.  Williams,  4  C.A.3d  300,  84  C.R. 

590  (3rd  App.  Dist.  1970);  United  Air  Lines,  Inc.  v.  Industrial 
Welfare  Com. ,  211  C.A.2d  729,  28  C.R.  238  (1963). 

Interestingly,  that  there  might  be  serious  notice 

problems  was  clearly  recognized  at  the  time  the  Board  adopted  the 

0.04  standard.   Dr.  Boyle  specifically  asked  the  Boaxd ' s  counsel 

whether  "it  would  be  possible  for  this  Board  to  consider  adopting 

V 
standards  that  are  approximately  50%  of  what  has  been  published?" 

/// 
/// 
/// 
/// 


V    Part  12  of  the  0.0  4  Record  at  p.  42. 
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Counsel  replied  that  "[y]ou  might  have  to  go  through  the  notice 

V 
procedure  again. " 


Quite  clearly  then,  the  failure  to  submit  Dr.  Boyle's 
peculiar  proposal  to  directly  equate  the  24-hour  stajidard  with  the 
annual  concentrations  referred  to  in  the  Dutch  study — a  proposal 
introduced  after  the  hearing  had  been  closed — to  the  scrutiny 
of  public  review  was  unlawful.   The  standard  was  therefore  invalid. 
/// 


Ibid.   Counsel  later  did  a  flip-flop  and  concluded  that  such 
a  change  could  be  made  without  renoticing  the  hearing.   (See 
Part  12  of  the  0.04  Record  at  pp.  53-54.)   This  was  cleairly 
wrong.   Mr.  Shute  was  not  the  Board's  regular  counsel.   He 
was  substituting  for  Mr.  Jem  Stevens.   (See  Paxt  12  of  the 
0.04  Record  at  pp.  41-42.)   A  similar  question  had  arisen  at 
a  meeting  on  September  17,  1969.   Here  is  how  Mr.  Stevens 
resolved  it: 

"THE  CHAIRMAN:   Now,  in  the  case  of  this  particulate  eind 
the  sulfur  dioxide,  we  do  have  to  declare  an  open  hearing  in 
November,  don't  we? 

"MR.  STEVENS:   Yes.   If  a  different  standard  than  the 
one  now  before  the  Board  is  to  be  considered  or  adopted — 

"THE  CHAIRMAN:   That  is~ 

"MR.  STEVENS:   — then  another  hearing  be  held. 

"THE  CHAIRMAN:   That's  right." 
(Emphasis  supplied.  Part  11  of  the  0.04  Record  at  p.  128.) 
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We  have  considered  the  Board's  action  in  196  9  at  some 
length  because  this  initial  error  has  been  perpetuated  by  the 
Board's  more  recent  adoption  of  a  0.05  ppm  standard  for  SO2  and 
a  corresponding  standard  for  sulfates.   A  clear  understanding  of 
just  what  happened  in  1969  is  also  critical  if  one  is  to  under- 
stand the  events  that  followed. 

(c) 

The  Error  Comoounded — 
Withdrawal  of  the  Particulate  Requirement 

There  is  one  other  place  of  relevant  history  tied  up 
with  the  original  adoption  of  the  0.04  standard.   In  its  April  17, 
1975,  report,  the  CARB  staff  points  out  that  "[oln  November  19, 

1970,  the  0.04  ppm  24-hour  standard  was  amended  to  be  apDlicable 

V 

regardless  of  particulate  matter  concentrations." 

This  modification  of  the  standard,  which  CARB  adopted 

without  making  any  findings,  was  apparently  also  the  result  of  a 

I 
mistaike.   To  go  back  just  a  bit,  the  recommendation  of  the  Technical 

Advisory  Committee  and  the  Department  of  Public  Health  that  a  24- 
hour  standard  be  adopted  (albeit  at  the  0.1  ppm  level)  had  origi- 
nally been  predicated  on  the  effect  of  SO2  in  the  presence  of 
relatively  heavy  concentrations  of  particulate  matter  (soot,  dust 
and  the  like) .   It  was  believed  that  the  SO2  adhered  to  the  parti- 
culate and,  within  a  certain  range  of  size,  the  particulate  matter 


*/   Part  23b  of  the  0.04  Record  at  pp.  168-69. 
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which  had  collected  the  SO2  could  then  be  breathed  into  the  lungs, 
possibly  causing  illness.   This  has  been  a  problem  in  Europe 
(recall  that  the  report  referred  to  by  Dr.  Boyle  was  Dutch)  and  to 
some  extent  in  the  Eastern  United  States,  where  coal  is  burned  in 
urban  areas — but  it  has  not  been  as  significant  a  problem  in 
California,   Thus,  in  their  May  196  9  report  to  the  Board,  the 
Technical  Advisory  Committee  and  the  Health  Department  stated: 

"Epidemiologic  data  indicate  that  an  annual  average 
of  150  ug  per  cubic  meter  (0.05  ppm)  of  SO,  in  the 
presence  of  more  than  100  ug  per  cubic  meter  of 
combustion-derived  particulate  matter  may  be  associ- 
ated with  an  increased  likelihood  of  chronic  obstruc- 
tive pulmonary  disease  ....   Accordingly  rather  ' 
than  requiring  an  annual  average  of  0.05  ppm,  a  2  4- 
hour  average  of  0.1  ppm  is  suggested,  with  10  0  ug 
per  cubic  meter  of  particulate  matter  also  present: 
that  is  the  particulate  matter  at  a  given  location 
must  also  exceed  the  standard  recommended  here." 
(Emphasis  supplied) 

!  Having  talked  about  the  appropriate  standard  for  SO,  when 

particulate  matter  was  present,  the  report  then  went  on  to  discuss 

the  controls  needed  when  there  was  only  SO2 : 

/// 

/// 


*/   Part  5b(l)  of  the  0.04  Record  at  p.  25. 
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" [A]  standard  is  desirable  for  sulfur  dioxide 
alone  based  on  odor  threshold  and  changes  in  res- 
piratory function.   While  some  variation  occurs  in 
odor  threshold  data,  partly  due  to  procedures  and 
definitions,  most  studies  agree  that  the  threshold 
is  in  the  vicinity  of  0.5  ppm.   No  effect  of  SO2 
on  pulmonary  airway  resistance  has  been  found  at 
1  ppm  by  most  studies  using  'normal'  subjects. 
However,  in  one  study  statistically  nonsignificant 
decreases  in  maximal  flow  rates  with  15-minute 
exposure  to  0.5  ppm  occurred  and  these  were  signi- 
ficant when  aqueous-aerosols  were  also  present. 

"A  Standard  is  therefore  recommended  for  SO2 
alone  (that  is  when  the  particulate  standard  recom- 
mended here  has  not  been  exceeded)  at  0.5  ppm  for 
one-ho\ir  average  based  on  odor  threshold  and  possible 
impairment  in  respiratory  functions.   There  is  a 

possible  factor  of  safety  involved  with  respect  to 
c '  */ 

the  latter  effect."   (Emphasis  supplied) 

So,  if  an  SO2  standard  as  low  as  the  recommended  0.1  was 
to  be  justified  at  all,  it  was  only  on  the  basis  that  rather  heavy 
amounts  of  particulate  matter  were  also  present  in  the  atmosphere. 
Even  then,  the  data  strongly  suggested  that  the  amount  of  SO2  might 
have  nothing  to  do  with  the  problem,  that  all  of  the  effects  were 
actually  caused  by  the  particulate,  and  that  the  studies  were  in 

V   Id.  at  p.  26. 
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V 

no  event  applicable  to  California  conditions.     Thus,  removal  of 

the  particulate  requirement  in  1970  compounded  the  Board's  already 
serious  error — adoption  of  0.04  as  the  SO2  standard  in  1969. 

The  record,  such  as  it  is,  is  almost  totally  devoid  of 
any  explanation  for  this  action.   The  Technical  Advisory  Committee's 
report  to  the  Board  at  the  time  it  removed  the  particulate  require- 
ment states  only  that: 

" [Although]  there  is  evidence  indicating  a 
synergistic  effect  between  respirable  particles 
and  SO2 ,  it  is  recommended  that  the  condition  con- 
necting the  SO2  standard  and  the  particulate  stan- 
dard be  deleted  because  the  present  particulate 
standard  is  based  on  an  analytical  procedure  which 
does  not  give  a  true  representation  of  the  parti- 
culate  concentration  important  for  health  effects. 

Why  the  staff  did  not  also  point  out,  at  the  same  time,  that  the 

underlying  basis  for  the  24-hour  SO2  standard  (at  the  recommended 

level  of  0.1)  would  be  completely  undercut  by  eliminating  the 

particulate  factor ,  is  one  of  the  mysteries  which  surround  these 

earlier  proceedings . 

/// 

/// 

/// 


*/   Part  11  of  the  0.04  Record  at  pp.  49-50. 
**/  Part  14b  (1)  of  the  0.04  Record  at  p.  28. 
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However,  as  we  will  see  in  just  a  moment,  the  staff 
shortly  thereafter  commenced  a  most  vigorous  campaign  to  get  the 
SOj  standard  increased.   The  primary  event  which  led  to  that  effort 
was  undoubtedly  the  adoption  of  the  Primary  and  Secondary  ambient 
air  quality  standards  for  SO2  adopted  at  the  Federal  level  which 
were  as  follows: 

Primary  (health-related)  SO2  Standards 

(1)  .14  ppm  24-hour  maximum  (not  to  be 
exceeded  more  than  once  per  year) 

(2)  0.03  ppm  annual  average  (arithmetic 

mean) 
Secondary  (welfare-related)  SO2  Standards 

(1)  .1  ppm  24-hour  maximum  (not  to  be 
exceeded  more  than  once  per  year) , 
as  a  guide  to  be  used  in  assessing 
implementation  plans  to  achieve  the 
annual  standard 

(2)  0.02  ppm  annual  average  (arithmetic 
mean) 

(d) 

The  Error  Partially  Corrected — CARB 
Adopts  the  0.1  ppm  Standaxd 


/// 
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Between  1969,  when  it  was  originally  adopted,  and  1974, 
when  it  was  rescinded,  the  0.04  standard  was  not  enforced  by  CARB 
in  any  way.   No  effort  was  made  by  that  agency  to  compel  its 
implementation  by  local  air  pollution  control  authorities.   Through- 
out this  period,  the  CARB  staff  conducted  a  vigorous  campaign  to  get 
the  0.04  standard  discarded  and  its  original  recommendation  of 
0.1  ppm  adopted. 

This  effort  began  almost  immediately  after  the  original 
error  was  made  in  1969.   In  the  course  of  a  report  on  ambient  air 
quality  standards  at  a  Board  meeting  on  May  20,  1970,  Mr.  Maga , 
the  Board's  Executive  Officer,  advised  as  follows: 

"The  sulfur  dioxide  and  particulate  matter 
standards  [are]  stricter  than  those  that  were 
recommended  by  the  Department  of  Public  Health  and 
the  Technical  Advisory  Committee  while  the  standards 
for  the  other  pollutants  [are]  not.   There  is  a 
question  as  to  whether  the  Board  was  consistent. 

Perhaps,  it  would  want  to  review  all  its  standards." 

*J 
(Emphasis  supplied) 

/// 

/// 


V   Unfortunately,  this  is  one  of  the  many  instances  in  which 

CAJE^  did  not  transcribe  the  proceeding  when  it  prepared  the 
0.04  Record.   We  therefore  quote  from  the  minutes.   Part  13a 
of  the  0.04  Record  at  p. 9. 

-18- 


803 


After  EPA  published  its  Primary  and  Secondary  Air 
Quality  Standards  for  SO2  in  early  1971,  the  effort  to  get  the 
California  standard  raised  gained  momentum.   This  push  actually 
got  under  way  in  the  fall  of  1971,  but  was  sidetracked  by  the 
considerable  efforts  which  the  Board  was  then  devoting  to  the  task 

of  formulating  a  state  implementation  plan  under  the  Clean  Air 

*/ 
Act."   Nonetheless,  by  March  of  1972,  the  staff  had  obtained 

authorization  to  proceed  with  a  program  to  bring  the  0 . 04  and 

other  California  standards  more  into  line  with  those  existing  at 

the  Federal  level. 


In  its  1973  annual  review  of  air  quality  standards,  the 
staff  reported  on  those  efforts,  advised  that  prompt  corrective 
action  was  required  to  prevent  adverse  effects  on  health. in  other 
parts  of  the  country,  and  formally  submitted  its  recommendation 
that  the  24-hour  SO,  standard  be  increased: 

"Prior  to  adoption  of  the  State  standard  of 
0.04  ppm,  24-hour  average,  in  196  9  the  Technical  Advi- 
sory Committee  and  the  State  Department  of  Public 
Health  recommended  a  standard  of  0.10  ppm,  24-hour 
average.   This  recommendation  was  based  on  epidemio- 
logic data  indicating  that  an  annual  average  of 


*/  See  Part  18  of  the  0.04  Record  at  p.  2.  The  staff  reports 
and  transcripts  relating  to  the  1971  proceedings  have  also 
been  omitted  from  the  Record. 

**/   See  Part  18a  of  the  0.04  Record  at  p.  22. 
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0.05  ppm  sulfur  dioxide  (SO2)  in  the  presence  of  more 
than  100  nq/w?   of  combustion-derived  particulate  matter 
may  be  associated  with  an  increased  likelihood  of  chronic 
obstructive  pulmonary  disease.   Maximvim  SO2  concentra- 
tions of  0.10  ppm,  24-hour  average,  are  associated  with 
annual  averages  of  0.03  ppm.   The  recommendation  was  also 
based  on  possible  effects  of  0.2  ppm  SO2 ,  24-hour  average, 
which  may,  with  particulate  matter,  exacerbate  cardio- 
respiratory conditions. 

"The  Technical  Advisory  Committee  [TAG]  reported 
that  the  California  standard  of  0.04  ppm  maximum  24- 
hour  concentration  of  SO2  can  only  be  achieved  in  the 
South  Coast  Air  Basin  by  drastic  measures  including 
Federal  allocation  of  additional  natural  gas  and  low- 
sulfur  oil.   Since  the  time  of  the  TAG  report,  the 
availability  of  low  sulfur  fuels  has  become  very  cri- 
tical.  Recently  the  Administrator  of  the  EPA  expressed 
concern  that  State  and  local  air  pollution  control 
agencies  were  implementing  the  national  SO2  secondary 
standards,  which  are  not  based  on  health  effects,  and 
thereby  were  depriving  other  areas  of  low-sulfur  fuels 
needed  to  meet  the  primary  standards  which  are  based 
on  health  effects. 


/// 

/// 
/// 
/// 
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"At  this  time  the  staff  is  recommending  changing 
the  standard  from  0.04  ppm  which  was  the  original 

recommendation  by  the  State  Department  of  Public 

V 
Health. "   (Emphasis  supplied) 

Despite  the  urgency  expressed  by  the  Technical  Advisory 

Committee,  the  Board  directed  its  staff  to  get  together  with  the 

Health  Depcurtment  and  set  up  a  special  committee  of  experts  to 

further  consider  this  recommendation,  and  to  make  certain  that  all 

factors,  including  "health  effects,  corrosion,  formation  of 

**  / 

aerosols,  and  plant  damage"  were  fully  analyzed. 

On  August  15,  197  4,  the  staff  reported  back  to  the  Board 
on  the  results  of  a  study  of  sulfur  oxides.   They  advised  that  both 
the  Board's  own  technical  experts  and  the  experts  at  the  Department 
of  Health  were  convinced  that  the  0.04  standard  was  scientifically 
indefensible  and  should  be  raised  to  at  least  0.1  ppm.   They  once 
again  recommended  that  a  public  hearing  be  convened  for  the  purpose 
of  considering  such  a  change.   This  is  what  their  report  said:   | 

///  i 

/// 

/// 


*/   Part  20b  of  the  0.04  Record  at  p.  26.   The  parallel  between 

the  annual  data  on  which  the  erroneous  1969  standard  had  been 
based  and  the  present  0.0  5  ppm  24-hour  combination  standard 
should  not  be  missed. 

**/   Part  20a  of  the  0.04  Record  at  p.  19. 
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"I.   Background 

"The  Air  Resources  Board  has  adopted  a  policy 

of  euuiual  review  of  air  quality  standards .   The 

latest  review  presented  to  the  Board  was  at  its 

meeting  on  August  14,  1973.   The  staff  recommended 

changes  in  the  [standard]  for  sulfur  dioxide  ...  in 

order  to  make  the  California  stamdards  more  uniform 

with  those  adopted  by  the  Environmental  Protection 

Agency.   It  was  felt  that  uniformity  of  state  and 

national  standards  would  reduce  confusion,  simplify 

data  processing,  publication  of  data,  and  assessment 

of  air  quality.  .  .  . 
*   *   * 

"II.  Current  Report  from  the  Department  of  Health 

"At  the  March  19,  1974  Air  Quality  Advisory 
Committee  meeting,  the  Committee  unanimously  adopted 
a  resolution  that  'The  Air  Resources  Board  should  be 
informed  that  the  24-hour  California  standard  of 
0.04  ppm  does  not  have  sufficient  dociomentation  with 
respect  to  the  likely  occurrence  of  health  effects.  . 

"At  the  June  11,  1974  Air  Quality  Advisory 
Committee  meeting,  the  Committee  reviewed  and 
analyzed  the  literature.   The  Committee  unanimously 
adopted  a  resolution  to  recommend  a  2  4-ho\ar  sulfur 
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dioxide  standard  of  0.10  ppm." 


In  summary,  the  staff  advised: 


"The  present  24-hour  standard  of  0.04  ppm  has 
insufficient  medical  justification  and  is  unneces- 
sarily stringent.   The  Air  Quality  Advisory  Committee 
of  the  State  Department  of  Health  has  recently 
reviewed  available  information  concerning  the  health 
effects  of  SO2  singly  and  in  the  presence  of  parti- 

lates  or  ozone.   The  Department  recommends  a 
'     *«  / 

standard  of  0.10  ppm."~    (Emphasis  supplied) 

Further  support  for  adoption  of  the  0.1  ppm  standard  is 
found  in  the  staffs  briefing  paper  for  the  October  1974  public 
hearing  to  consider  such  action: 

"A  change  in  the  24-hour  standard  is  being 
considered  because  of  the  lack  of  justification  for 
the  present  standard  of  0.04  ppm.   The  recommended 

/// 
/// 
/// 
/// 
/// 

/// 

V   Part  21b  of  the  0.04  Record  at  pp.  17-19. 

/   Id.  at  p.  16. 


** 


-23- 


808 


stamdard  of  0.10  ppm/  while  reflecting  a  numerical 
relaxation  of  the  excessively  stringent  present  0.04 
ppm  standard,  is  justified  by  the  available  infor- 
mation on  health  effects.   The  proposed  standard  of 
0.10  ppm  is  more  stringent  them  the  national  primary 
24-hour  standard  of  0.14  ppm  which,  in  the  EPA's 
judgment,  is  the  level  of  air  quality  necessary  with 
an  adequate  margin  for  safety  to  protect  the  public 
health. 

"A  standard  that  is  justified  is  more  likely  to 

y 

be  enforced  than  one  that  is  not." 

The  recommendation  of  the  staff  and  the  Health  Depaxtment 
was  followed  and,  on  October  10,  197  4,  the  Board  unanimously 
adopted  a  stajidard  of  0.1  ppm.     Because  the  remarks  of  Board 
member  Sullivan,  just  preceding  adoption  of  the  0.1  standard, 
shed  further  light  on  how  the  196  9  error  was  made,  they  will 
be  briefly  set  forth  here : 

"Mr.  Chairman,  since  I  am  the  only  member  of 
the  Board  that  maybe  has  sat  through  this  [from 
1969  on] ,  I  think  two  things  have  been  presented 
to  the  Board. 

•    ■    • 

"The  second  issue  is  the  matter  of  the  setting 


y   Part  22b  of  the  0.04  Record  at  p.  59. 
**/  Part  22a  of  the  0.04  Record  at  p.  50. 
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of  the  stcindard.   At  the  time  this  was  before  this 
Board,  we  happened  to  be  meeting  in  the  Bay  Area 
Board  room.   Dr.  Boyle,  then  a  member  of  the  14- 
meraber  Board,  presented  some  evidence  to  support  the 
.04,  he  was  the  only  medical  doctor  on  the  Board, 
and  he  moved  that  the  Board,  in  lieu  of  the  .10 
establish  a  .04. 

"I  think  several  of  the  members  of  the  Board  — 
I  know  I  did  —  acceded  to  that,  because  at  that 
time  we  were  setting  goals.   The  picture  has  changed 
with  the  Environmental  Protection  Act  of  '70,  be- 
cause  they  are  no  longer  goals  but  are  mandatory 
figures  that  you  must  [attain] ,  so  I  think  it  places 
a  totallv  different  nersoective  on  the  standards, 
and  it  seems  to  me  in  view  of  the  recommendation  of 
a  committee  of  health  experts  and  its  representative 
of  the  Lung  Association,  as  I  recall  —  am  I  not 
correct  —  a  representative  of  the  Lung  Association 
is  one  of  the  doctors  that  made  this  recommendation, 
that  in  view  of  the,  as  I  understand,  unanimous  vote 
of  this  cross-section  of  medical  doctors  skilled  in 
,  this  field,  that  .10  is  the  appropriate  level,  that 
I  would  move  approval  of  Resolution  74-58,"  (Emphasis 
supplied) 

The  0.1  ppm  standard  became  effective  on  November  22, 


V   Part  22  of  the  0.04  Record  at  pp.  43-44, 
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*/ 

1974."   That  should  be  the  end  of  the  story.   Unfortunately,  it 
is  not.     , 


(e) 

The  Reincarnation  of  the  0.04  ppm  Standard 
Under  the  Aegis  of  an  Illegal  Board 

By  statute,  in  1971,     the  structure  of  the  California 
Air  Resources  Board  was  substantially  altered.   It  had  previously 
been  a  14-person  Board,  whose  members  served  essentially  in 
their  spare  time.   The  1971  amendment  converted  CARB  into  a  five- 
person  Board  whose  members  were  expected  to  serve  full  time.   As 
set  forth  in  the  memorandum,  in  support  of  a  temporary  restraining 
order  and  preliminary  injunction  filed  herewith,  at  no  time  has 
Governor  Brown  appointed  the  full  five  members  required  by  statute. 
As  the  memorandum  also  shows ,  the  statute  specifies  with  a 
great  deal  of  particularity  the  qualifications  each  of  the 
members  of  CARB  is  supposed  to  possess.   At  no  time  since  Governor 
Brown  has  taken  office  has  that  portion  of  the  statute  been  com- 
plied with.   Nonetheless,  in  early  1975,  only  a  few  months  after 
the  previous  Board  had  adopted  the  0.1  standard,  the  truncated  and 
at  least  partially  disqualified,  newly  appointed  Air  Resources 


*/   Former  §  70200  of  Title  17,  Cal.  Admin.  Code,  filed  Oct.  23, 

1974.   (See  Ex.  C  to  Rubalcava  Dec.) 
**/   1971  Stats.,  c.  1674,  §  1. 
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Board   instru(;ted  its  staff  to  commence  reconsideration  of  the 

2  4-hour  SO-  standard.   The  background  against  which  this  occurred 
was  as  follows : 


A  week  after  the  adoption  of  the  0.1  standard,  the 

Environmental  Defense  Fund   filed  a  lawsuit  challenging  the  switch 

11/ 

from  0.04  to  0.1  ppm.     The  case  was  palpably  without  merit.   The 

theory  was  that  CARS  had  not  prepared  an  environmental  impact 

report  before  making  the  change.   It  is  rather  fundamental  law  that 

agencies  exercising  regulatory  control  over  matters  like  air 

pollution  need  not  prepare  such  reports  because  the^r  entire 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 


V   On  January  7  and  20,  1975,  Governor  Brown  replaced  the  then 

five-member  Board  with  Tom  Quinn,  Mary  Nichols  and  Robert 

Sawyer. 
**/  Environmental  Defense  Fund,  Inc.  v.  Air  Resources  Board  of 

California,  Civil  No.  251943  (Super .Ct. Sac. Co. ,  filed  Nov. 

29,  1974).   A  copy  of  the  complaint  is  attached  as  Ex.  D  to 

Rubalcava  Dec. 


-27- 


812 
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activities  are  directed  to  the  improvement  of  the  environment. 

The  action  was  never  brought  to  trial  and  was  dismissed  without 

/// 

/// 

/// 


Interestingly,  the  lead  case  in  this  area  is  Environmental 
Defense  Fund,  Inc.  v.  EPA,  489  F.2d  1247  (D.C.  Cir.  1973), 
which  was  decided  before  the  Environmental  Defense  Fund  filed 
its  lawsuit  against  CARB.   That  case  held  that  EPA  had  no  duty 
to  prepare  an  environmental  impact  statement  in  connection 
with  a  proposal  to  deregulate  certain  pesticides  because, 
"where  cin  agency  is  engaged  primarily  in  an  examination  of 
environmental  questions ,  where  substantive  and  procedural 
standards  ensure  full  and  adequate  consideration  of 
environmental  issues,  then  formal  compliance  with  NEPA  is  not 
necessary,  but  functional  compliance  is  sufficient."   489  F.2d 
at  1257.   Accord,  Amoco  Oil  Co.  v.  EPA,  501  F.2d  722  (D.C. 
Cir.  1974);  Portland  Cement  Ass'n  v.  Ruckelshaus,  487  F.2d  375 
(D.C.  Cir.  1973),  cert,  denied,  417  U.S.  921  (1974);  Anaconda 
Co.  V.  Ruckelshaus,  482  F.2d  1301  (10th  Cir.  1973);  Duquesne 
Light  Co.  v.  EPA,  481  F.2d  1  (3rd  Cir.  1973);  International 
Hai-yester  Co.  v.  Ruckelshaus,  478  F.2d  615  (D.C.  Cir.  1973). 
As  to  the  direct  applicability  of  these  decisions  to  the  duty 
of  California  environmental  agencies  to  prepare  an  environ- 
mental impact  report  under  State  law.   See  Ops.  Cal.  Atty.  Gen. 
No.  SO  75-52,  issued  liov.    17,  1975. 
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V 

prejudice  on  July  15,  1975. 

However,  at  about  the  same  time  it  filed  its  lawsuit,  the 
Environmental  Defense  Fund  also  petitioned  CARB  to  administratively 
turn  the  24-hour  SO2  standard  back  to  0.04  ppm,  and  the  Board 
agreed  to  reconsider  the  standard.   On  February  7,  1975,  less  than 
three  months  after  the  0,1  stcindard  had  become  effective,  a  public 
hearing  was  noticed  for  that  purpose. 

In  accordance  with  past  practice,  the  CARB  staff  prepared 
a  report  for  presentation  at  the  hearing,  carefully  reviewed  and 
sximmarized  the  findings  of  the  most  recent  scientific  studies,  and, 
consistent  with  all  of  its  previous  determinations  on  the  subject, 
concluded  on  the  basis  of  this  fresh  review  that  there  were  no 
grounds  for  altering  the  0.1  standard.   The  report  therefore 
recommended  that  all  testimony  received  at  the  hearing  be  "pre- 
sented to  appropriate  medical  and  scientific  experts  for  their 
review"  and  that  CARB  "[d]efer  decision  on  any  change  of  the 
standard  until  the  May  15,  1975  Board  meeting." 

To  expand  just  a  bit  here,  the  report  notes  that  a  review 
of  the  latest  available  studies  dealing  with  SO2  lent  support  to 
the  higher  0.14  Federal  standard  or,  at  least,  confirmed  the 


V   A  copy  of  the  dismissal  stipulation  is  attached  as  Ex.  E  to 

Rubalcava  Dec. 
**/   Part  23B  of  the  0.04  Record  at  pp.  183-84. 
***/  Id.  at  pp.  174-75. 
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absence  of  any  data  whatsoever  which  would  suggest  a  need  to  lower 

1/ 
the  0.1  California  standard.    The  report  then  states  that: 


"At  the  March  24,  1975  meeting  of  the  Depart- 
ment of  Health-Air  Quality  Advisory  Committee,  Dr. 
John  R.  Goldsmith,  Chairman,  polled  the  other  five 
doctors  of  the  Committee  to  determine  if  they  knew 
of  any  new  data  to  warrant  changing  the  24-hour 
0.10  ppm  standard  for  sulfur  dioxide.  None  of  the 
six  doctors  were  inclined  to  change  the  standard.  , 


V 


Dr.  John  Heslep,  Manager  of  the  Laboratory  Services 
Branch  of  the  Health  Department,  in  a  separately  prepared  statement, 
also  confirmed  that  there  was  no  data  which  would  support  a  reduc- 
tion of  the  standard: 

"As  your  staff  report  indicates,  our  committee 
did  recommend  last  year  a  24-hour  standard  for  SO2 
of  0.1  ppm.   When  the  present  reconsideration  of  the 
standard  was  announced,  we  posed  the  issue  again  to 
the  committee.   The  members  were  polled  individually 
as  to  whether  they  were  aware  of  any  new  data  or  had 
any  other  reason  to  change  the  previous  recommen- 
dation.  Each  member  replied  in  the  negative. 

"I  would  also  reiterate  that  a  panel  of  the 


* 


_/    Id.   at  pp.  166,  171-74. 
^/      Id.  at  p.  174. 
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National  Academy  of  Sciences  has  recently  reviewed 

the  Federal  standard  -  which  in  this  case  is  40% 

higher  than  the  California  staindard  -  and  found  no 
basis  for  recommending  a  change." 


The  hearing  took  place  on  April  17,  1975.   Following  the 
hearing,  the  Department  of  Health  and  CARB's  technical  experts 
carefully  reviewed  all  of  the  testimony.   There  had  been  speakers 
representing  all  views — some  advocating  a  decrease  in  the  SO2 
limit;  others  an  increase.   The  staff  painstakingly  evaluated  and, 
where  necessary,  corrected  the  erroneous  "evidence"  offered  in 
support  of  lowering  the  standard  at  the  hearing  and  concluded,  as 
on  all  prior  occasions,  that  there  simply  was  no  scientific  support 
for  making  .such  a  reduction.   They  summed  up  their  findings  as 
follows : 

"A.   Health  effect  studies  support  the  present  0.10 
ppm  2  4-hour  ambient  air  quality  standard  for  sulfur 
dioxide  because  there  is  no  convincing  evidence  of 
effects  at  lower  levels. 

"B.   Visible  damage  to  susceptible  vegetation  may 
occur  near  .10  ppm  for  24  hours,  but  this  evidence 
is  not  adequate  substantiation  of  the  degree  of 
production  loss.   In  addition,  the  documentation 
of  pollutant  interactions  at  these  low  levels  is 
conflicting. 


V    Part  23c  (1)  of  the  0.04  Record  at  pp.  188-89. 
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"C.   A  review  of  the  national  air  quality  standards 
by  the  National  Academy  of  Sciences  supported  the 
adequacy  of  the  0.14  ppm  24-hour  ambient  air  quality 
•  standard  for  sulfur  dioxide. 

"D.   Sulfur  dioxide  concentrations  measured  by  the 
[CARB]  conductimetric  method  are  greater  than  those 
measured  by  the  [EPA]  West-Gaeke  method,  providing 
an  additional  factor  of  safety  with  the  California 
0.10  ppm  24-hour  standard. 

"E.   If  visibility  is  to  be  improved,  there  may  be 
a  need  to  control  sulfur  dioxide  emissions  and 
sulfate  concentrations,  but  there  is  a  corresponding 
need  to  make  similar  reductions  in  nitrate  and  organic 
particulate  concentrations .   The  best  approach  to 
visibility  improvement  would  be  a  coordinated  attack 
on  all  visibility  reducing  particulate  matter, 
including  nitrates  and  organic  particulate  matter. 
"F.   Achievement  of  a  24-hour  sulfur  dioxide  stan- 
dard less  than  0.1  ppm  would  require  the  desulfuri- 

zation  of  fuel  oil  for  use  in  the  South  Coast  Air 

V 
Basin. " 

Despite  t-he  findings  of  this  very  detailed  analysis  and 
the  unhesitating  recommendations  of  the  Board's  technical  staff 
and  the  Department  of  Health,  the  abbreviated  Air  Resources  Board 
reverted  to  the  0.04  standard,  saying  only  that: 


*/   Part  24b  of  the  0.04  Record  at  p.  131. 
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"WHEREAS,  upon  petition  of  the  Environmental  Defense 
Fund  the  Air  Resources  Board  has  reviewed  this 
standard; 

"WHEREAS ,  it  appears  that  the  action  taken  in  Reso- 
lution 74-58  [changing  the  standard  from  0.04  to 
0.10]  was  not  based  to  any  material  degree  on  in- 
formation concerning  visibility,  plant  damage  and 
the  need  for  a  margin  of  safety  for  human  health; 
"WHEREAS ,  the  Board  has  now  received  evidence  that 
sulfur  dioxide  and/or  resulting  sulfates  may  have 
significant  effects  upon  visibility  amd  plant  damage 
at  sulfur  dioxide  levels  below  0.10  ppm  for  24  hours; 
"WHEREAS,  there  is  a  need  for  a  margin  of  safety 
for  human  health; 

"WHEREAS ,  the  relaxation  of  the  standard  may  permit 
deterioration  of  air  quality; 

"NOW,  THEREFORE,  be  it  resolved,  that  the  Board 
rescinds  Resolution  74-58  and  reinstates  the  prior 
sulfur  dioxide  standard  of  0.04  ppm  (conductimetric 
method)  for  24  hours." 

This  decision  is  all  the  more  amazing  in  light  of  the 
clear  indications  in  the  hearing  record  that  the  Board  was  no 
more  persuaded  by  the  carefully  doctored  and  misleading  EDF  pre- 
sentation than  its  technical  staff  or  the  experts  at  the  Depart- 
ment of  Health: 

V  Part  24a  of  the  0.04  Record  at  p.  109. 
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"BOAKD  MEMBER  NICHOLS:   I  think  we  are  in  a 

difficult  situation  here  because  no  one  has  come 

forward  to  present  terrific  support  for  the  .04 

as  the  ideal  [standard] .   On  the  other  hand ,  we 

have  quite  a  bit  of  evidence  to  suggest  that  .10 

is  not  set — that  the  method  by  which  .10  was  set 

as  a  standard  is  subject  to  quite  a  bit  of  question, 

euid  that  that  particular  standard  may  not  have  a 

great  deal  of  support  for  it  either.   There ' s  quite 

a  lot  of  support  for  .14  as  a  standard,  but  no  one 

has  suggested  that  we  go  to  .14  as  a  standard  at 
^ 

this  time. "   (Emphasis  supplied) 

Obviously,  the  Board  should  have  renoticed  the  standcurd 
for  adoption  at  the  Federal  level  of  0.14!   Instead,  they  continued 
to  search  (in  vain)  for  some  way  to  justify  their  decision  to 
revert  to  0.04:  ' 

"DR.  SAWYER:  .  .  .  [T]hey  weren't  [sic] 
questioneible  in  the  original  .04  adoption  procedure. 
Looking  back  over  what  was  done,  that's  probably 
more  questionable  than — 

"MS.  NICHOLS:   That's  true,  but — 
"THE  CHAIRMAN:   But  the  point  is ,  we  haven't 
really — if  we  agree  .10  is  too  high,  why  not  .02, 
and  why  not  .1;  why  not  .02,  why  .04?   We  haven ' t 


V   Part  24  of  the  0.04  Record  at  pp.  45-46, 
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really  established  a  basis  for  that,  so  we  can 
just  go  back  to  what  it  was  by  rescinding  this. 

"DR.  SAWYER:  I  think  what  we're  really  doing 
is  just  putting  the  same  number  back  or  we're  just 
going  back  to  what  somebody  else  did,  because  that 
really  isn't  our  decision. 

•    •    « 

"THE  CHAIRMAN:   .  .  .  I  don't  think  we've  set 
the  groundwork  for  setting  a  standard.   If  we  were 
starting  from  scratch,  I  don't  know  if  we'd  pick 
.04.   We  might  have  gone  into  this  quite  differently, 
but  I  don't  think  we  can  just  set  it  down,  force  it 
down, — 

"DR.  SAWYER:   Then  the  justification  would  be, 
the  point  concerning  .04  now,  is  that,  that  is  one 
which  the  previous  Board  had  — 

"THE  CHAIRMAN:   That's  right. 

"DR.  SAWYER:   And  two  would  be  that  EDF  has 
brought  suit  to  — 

"THE  CHAIRMAN:   No — 

"DR.  SAWYER:   — to  reconsider  it. 

"THE  CHAIRMAN:   No,  the  justification  is  that 
the  Board  acted  improperly  and  failed  to  consider 
relevant  facts  in  changing  the  standard,  so  we 
merely  rescind  that  action  and  go  back  to  where 
we  were  while  we  decide  what  the  standard  should 
be. 

"DR  SAWYER:   Why  not  go  back  to  where  it  was 
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before  then,  for  the  same  reasons? 

•    •    • 

"MS.  NICHOLS:   Well,  you  know,  the  pressure  is 
on,  and  all  these  things,  there  will  be  pressure  on 
us  to  come  up  with  a  standard  that  people  who  have  to 
burn  high-sulfur  fuel  could  live  with. 

"DR.  SAWYER:   Well,  we're  right  up  against 
the  existing  standard  now,  so  ...  it  looks  like 
you  are  going  to  have  to  start  desulfurizing  any- 
way. 

"DR.  SAWYER:   ...  I  think  the  issues  are  very 
mixed  up  .  .  .  because  the  . 04  was  originally  estab- 
lished with  some  thought  that  had  something  to  do 
with  health-related  effects,  adverse  health  effects, 
amd  there  is  no  evidence  whatsoever  I  think  that 
could  justifv  that  now. 

"The  margin  of  safety  is  perhaps  the  argument 
to  use. "   (Emphasis  supplied) 

This  dialogue  is  most  revealing:   (1)  It  clearly  shows 
that  the  Board  knew  the  0.04  standard  was  scientifically  indefen- 
sible.  (2)  It  shows  that  the  Board  knew  an  error  had  been  made 
in  1969  when  the  0,04  standard  was  originally  adopted.   (3)  It 
shows  that  the  Board  was  aware  "forcing  the  standard  down"  would 
create  problems  for  industry,  particularly  the  petroleum  industry, 
because  emissions  in  the  South  Coast  Basin  were  already  approaching 

V   Id.  at  pp.  46,  48,  67-69'. 
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the  0.1  standard  due  to  the  growing  natural  gas  shortage.   (4) 
It  strongly  suggests  that  the  margin  of  safety  argument  was 
concocted  to  defend  an  action  which  the  Board  believed  would  be 
otherwise  indefensible;  and  (5) ,  perhaps  of  most  importance  with 
respect  to  this  lawsuit,  it  reveals  that  a  political  (not  a 
scientific)  decision  was  made  to  decrease  the  standard  to  0.04 
even  though,  as  Board  member  Mary  Nichols  admitted,  the  strongest 
evidentiary  support  was  for  a  standard  at  the  Federal  level  of 
0.14  ppm. 

It  was  obvious  that  "reinstatement"  of  the  0.04  standard 
would  not  wash — the  standard  was  erroneous  and  illegally  adopted 
in  the  first  place — and  its  repeated  readoption  as  0.04  or  0.05 
or  whatever  could  not  possibly  cure  its  original  infirmities.   A 
lawsuit  successfully  challenging  such  an  erroneous  standard  was 
therefore  inevitable. 

(f) 

The  Error  Corrected  Again — By  the 
Judicial  Issuance  of  Injunctive  Relief 

Although  clear  error  had  been  committed,  no  immediate 
harm  resulted  from  the  mere  readoption  of  0.04  ppm  as  the  24-hour 
SO,  standard.   No  timetable  was  set  for  its  attainment  and,  for 
a  brief  period,  it  remained  as  CARB's  standards  always  had, 
merely  a  desirable  goal  to  someday  hopefully  be  achieved.   On 
October  27,  197  5,  however,  it  became  painfully  apparent  that  an 
SO2  level  of  0.04  ppm  was  no  longer  merely  a  goal.   To  explain 
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why  this  is  so,  we  must  again  provide  a  brief  bit  of  background: 

In  March  of  1975,  the  Air  Pollution  Control  Board  for 
the  Santa  Barbara  County  Air  Pollution  Control  District,  the 
agency  having  primary  responsibility  for  control  of  air  pollution 
caused  by  local  stationary  sources,  amended  its  rule  relating  to 
the  sulfur  content  of  fuel  burned  in  northern  Santa  Barbara  County. 
Prior  to  such  amendment,  the  rule — Rule  32.1 — had  provided  that 
no  liquid  fuel  could  be  burned  which  contained  "a  sulfur  content 
in  excess  of  0.5  percent  by  weight."    The  March  1975  amendment 
created  an  exception  to  that  rule — siibparagraph  (h)  — permitting 
the  burning  of  liquid  fuel  with  a  sulfur  content  of  up  to  1% 
without  obtaining  a  variance  during  any  period  natural  gas  was 
unavailable."  On  October  27,  1975,  CARB  countermanded  the  action 
of  the  Santa  Barbara  County  Air  Pollution  Control  Board  and  voted 
to  delete  subparagraph  (h)  from  Rule  3  2.1   It  expressly  based 
such  action  on  a  finding  that  subparagraph  (h)  would  allow 
excursions  above  the  air  quality  standards  for  SO2.   The  effect 
of  CARB's  action  was  to  implement,  for  the  first  time,  the  0.04 
standard  as  a  rigid  rule  prohibiting  the  burning  of  certain 
types  of  liquid  fuels.   But  there  is  more: 

At  the  same  October  197  5  meeting  at  which  CARS  revoked 
the  Santa  Barbara  rule,  it  also  considered  and  took  action  on 
proposed  "new  source  review  rules",  rules  designed  to  reduce  to 
essentially  zero  the  kinds  of  new  facilities  which  could  be 


*/   See  Ex.  F  to  Rubalcava  Dec.  at  pp.  2-3, 
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constructed  or  old  facilities  that  could  be  modified  in  any  area 
where  arfibient  air  quality  standards,  including  the  24-hour 
standard  for  SO^ ,  were  being  exceeded  or  were  in  danger  of  being 
exceeded.   CARS  adopted  such  rules  without  giving  the  notice 
required  by  statute  (§  41502  of  the  Health  S  Safety  Code)-"^, 
without  holding  a  formal  public  hearing,  and  without  any  analysis 
of  the  effect  the  rules  would  have  on  the  State's  economy.   it 
then  embarked  upon  a  very  active  campaign  of  compelling  local  air 
pollution  control  authorities—the  agencies  having  primary  res- 
ponsibility by  law  for  controlling  what  stationary  sources  can 
be  constructed  and  what  they  may  emit"  —to  adopt  these  very 
rigid  "no  growth"  rules  under  threat  that,  if  they  refuse  to  do 
so,  GARB  would  veto  their  decisions  and  impose  the  rules  at  the 
State  level  instead. 

At  that  point,  the  Western  Oil  and  Gas  Association  and 
various  oil  companies  promptly  prepared  and  filed  a  lawsuit 
challenging  the  validity  of  the  0.04  standard  and  requesting 
injunctive  relief.   This  occurred  on  February  18,  1976.   Because 
the  new  source  rules  GARB  was  attempting  to  force  on  local 
districts  had  the  effect  of  immediately  implementing  the  0.04 
standard  (with  respect  to  all  major  modifications  and  new  con- 
struction) statewide,  the  suit  was  filed  in  the  Sacramento 
Superior  Court.   It  alleged— essentially  as  we  do  here  today— 


y   See  former  §  39051(c),  Cal.  H.  &  S.Code,  1967  Stats., 
c.  1545,  §  5. 

H/   See  §§  40000,  40001  and  41601,  Cal.  K.  &  S.  Code. 
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that  the  adoption  of  such  a  low  standard  for  S02  was  an  abuse 
of  discretion  and  that  CARB  was  unlawfully  constituted  at  the  time 
it  took  such  action.   The  motion  for  preliminary  injunction  was 
heard  on  June  10,  1976.   Because  the  Court  had  not  had  the  oppor- 
tunity to  previously  review  the  papers,  the  matter  was  taken  xinder 
submission. 

As  will  be  seen,  in  what  has  become  an  unwaivering  pattern, 
CARB  was  not  deterred  by  the  pendency  of  injunctive  proceedings  from 
implementing  the  0.04  standard.   At  a  CARB  meeting  on  August  24, 
1976,  the  Board  instructed  its  staff  to  promptly  prepare  regulations 
requiring  stationary  sources ,  including  petroleum  refineries ,  to 
install  additional  highly  expensive  and  unproven  technology  for  the 

purpose  of  further  reducing  SC2  emissions ■ in  the  South  Coast  Air 

*/ 
Basin."   On  October  6,  1976,  this  flagrant  conduct  was  brought  to 

the  attention  of  the  Court,  and  on  October  26,  1976,  a  preliminary 

iniunction  was  issued  prohibiting  CARB  "from  taking  any  further 

action  to  implement"  the  0.04  standard.     At  the  same  time,  the 

Court  denied  CARB ' s  motion  to  strike  plaintiffs'  allegation  that 

the  Board  was  unlawfully  constituted. 

CARB  promptly  noticed,  then  abandoned  an  appeal.   Instead, 
the  Board  took  a  different  tack:   Since  the  injunction  was  worded 
in  a  fashion  which  made  it  run  only  against  the  specific  resolution 


*/  See  Ex.  G  to  Rubalcava  Dec. 
**/  See  Ex.  H  to  Rubalcava  Dec. 
***/  Id. 
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by  which  the  0.04  standard  had  been  readopted  in  197  5,  it  appeared 
that  the  injunction  could  be  circumvented  by  merely  adopting  a  new 
resolution.   Accordingly,  on  November  16,  1976,  CARS  issued  a 
"Notice  of  Public  Hearing  to  Consider  Confirmation  or  Revision  of 
the  24-hour  State  Ambient  Air  Quality  Standards  [sic]  for  Sulfur 
Dioxide. " 

It  should  not  be  surprising  that  CARB  chose  to  circumvent 
the  preliminary  injunction,  rather  than  comply  with  it.   That  CARS 
was  not  about  to  be  bridled  by  some  intermeddling  judge  had  been 
made  absolutely  clear  during  oral  argument  on  the  preliminary 
injunction.   Mr.  Moskowitz ,  coiinsel  for  the  Board,  gave  the  Court 
the  following  unambiguous  warning: 

• 

"[I]f  you  .  .  .  grant  [plaintiffs]  their  relief, 
the  Air  Resources  Board  is  prepared  in  a  minute  to 
notice  [a]  new  hearing,  prepared  in  a  minute  to 
enact  exactly  the  same  standards  based  upon  all 
the  new  evidence  that  came  in  siibstantiating  it. 
This  is  a  very  futile  action. 

"THE  COURT:     I  won't  assume,  Mr.  Moskowitz, 
they  are  going  to  enact  the  same  standards. 


**  / 
'MR.  MOSKOWITZ:   They  are  prepared  to  do  so." 


/// 


V   See  Ex.  I  to  Rubalcava  Dec, 
**/   See  Ex.  J  to  Rubalcava  Dec. 
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(g) 

Circxjmvention  of  the  Preliminary  Injunction — 
CARS  Adopts  a  0.05  Standard 

The  events  which  followed  the  Board's  November  1976 
announcement  that  it  would  hold  a  further  hearing  to  determine 
whether  the  0.04  standard  should  be  "confirmed"  did  little  to 
dispel  industry's  concern  that  this  might  not  be  a  totally  fair  and 
objective  search  for  scientific  truth. 

On  December  3,  1976,  the  Chief  Counsel  to  the  Board 
wrote  to  coxinsel  for  the  Western  Oil  and  Gas  Association  with 
the  following  admonition: 

"Please  be  advised  that  if  the  Board  taJces 
action  in  accordance  with  its  public  hearing 
notice,  to  confirm  or  amend  the  2  4-hour  SO^^ 
standard,  we  will  consider  the  polluting 
facilities  operated  by  your  client  to  be 
fully  subject  to  any  strategies  devised  by 

the  Air  Resources  Board  or  local  districts 

*J 
to  enforce  that  standard." 

As  would  soon  become  clecir,  the  strategies  had  in  fact  already 
been  devised  and  GARB  was  in  much  too  big  a  hurry  to  delay  their 
implementation  until  after  a  new  standard  could  be  adopted.   To 


V   See  Ex.  K  to  Rubalcava  Dec. 
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put  it  simply,  neither  the  issuance  of  a  preliminary  injuction 
prohibiting  CAjRB  from  taking  further  action  to  implement  the  0.04 
standard,  nor  the  fact  that  no  new  standard  yet  existed,  were  viewed 
by  the  agency  as  impediments  to  further  reducing  SO.  emissions. 

Accordingly,  on  January  13,  1977,  the  Board  gave  notice 
that  it  would  hold  a  hearing  on  February  15  to  consider  the  adop- 
tion of  a  regulation  reducing  the  permissible  sulfur  content  of 

fuel  oil  burned  by  power  plants  in  the  South  Coast  Basin  from  0.5 

V 
to  0.25%.     Desulfxirization  of  fuel  oil  had  long  been  recognized 

as  the  inevitable  consequence  of  adopting  an  SO2  standard  as  low 
as  0.04  ppm.   What  was  startling  aiout  the  Board's  action  was  not 
the  implementing  measure  being  proposed,  but  that  such  action  was 
being  taken  in  the  face  of  a  preliminary  injunction  which  clearly 
appeared  to  prohibit  it — it  was  as  though  there  had  been  no  law- 
suit and  no  injunction.   At  the  hearing  on  Februarv  15,  CARB 

11/ 
adopted  the  proposed  rule. 

That  power  plants  were  only  the  first  industry  to  be 
siibjected  to  such  requirements  also  soon  became  apparent.   On 
February  8,  1977,  CARB  advised  that  a  workshop  would  be  held  on 
February  23  to  receive  comments  on  "preliminary  proposed  rules 
for  the  control  of  emissions  of  sulfur  oxides  (SOjj)  .  .  .  from 
[all]  stationary  sources  in  the  South  Coast  Air  Basin." 


V  See  Ex.  L  to  Rubalcava  Dec. 
**/  See  Ex.  M  to  Rubalcava  Dec. 
***/  See  Ex.  N  to  Rubalcava  Dec. 
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At  that  point,  the  Western  Oil  and  Gas  Association  (WOGA)  again 
went  to  court.   On  February  18,  1977,  it  obtained  an  order 
directing  CARS  to  show  cause  why  adoption  of  the  low  sulfur  fuel 
oil  regulation  for  power  plemts  did  not  constitute  a  contempt. 
Despite  the  issuamce  of  that  show  cause  order,  the  workshop  on 
similar  rules  for  all  industry  in  the  South  Coast  Basin  was  held 
by  CARB  as  scheduled,  on  February  23.   The  issue  of  whether  these 
actions  to  implement  the  0.04  standard  violated  the  outstanding 
preliminary  injunction  has  been  tried,  and  is  presently  under 
submission  by  the  Court  in  Sacramento. 

Further  doubts  aJaout  CARB's  good  faith  in  noticing  the 
0.04  standard  for  reconsideration  were  to  be  generated  by  the  way 
it  dealt'  with  the  staff  report  relating  to  such  proposed  action. 
On  February  16 ,  a  revised  public  hearing  notice  had  been  issued 
stating  that  the  confirmation  proceedings  would  take  place  on 
March  23,  and  that  "[cjopies  of  the  staff  report  on  this  matter 
are  available  for  inspection  at,  or  may  be  obtained  from  the  head- 
quarters of  the  Air  Resources  Board. "**/  When  a  week  of  repeated 
efforts  to  obtain  a  copy  of  the  staff  report  proved  unsuccessful, 
a  telegram  formally  protesting  the  unavailedaility  of  the  staff 
report  was  sent  to  CARB  on  February  23,  advising  that  WOGA  was 
legally  entitled  to  a  copy  of  the  report  at  least  30  days  in 
advance  of  the  hearing  and  that  denial  of  such  access  violated 
the  notice  provisions  of  §§  11423-24  of  the  California  Government 
Code ,  the  Board ' s  own  administrative  regulations  and  a  Senate 


V   See  Ex.  0  to  Rubalcava  Dec. 
**/   See  Ex.  P  to  Rubalcava  Dec. 
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Resolution  specifically  directing  the  agency  to  provide  such 

y 

advance  access.     WOGA  further  requested  that  CARB  reschedule 
the  confirmation  hearing  to  take  place  at  least  3  0  days  after  the 
staff  report  had  been  made  available. 


On  March  1,  1977,  WOGA's  request  for  a  revision  in  the 
hearing  schedule  was  denied.   Removing  any  lingering  doubts  as  to 
the  purpose  of  the  re-hearing,  the  letter  gave  the  following 
reason  for  the  Board's  refusal  to  postpone  the  hearing: 

"If  WOGA  succeeds  in  delaying  the  Board's  hearing 

on  this  matter,  it  will  have  succeeded  in  extending 

the  time  during  which  the  preliminary  injunction 

restraining  Air  Resources  Board  implementation  of 

the  0.04  ppm  1-hour  [sic]  SO2  standard  is  in  effect, 

and  therefore,  the  time  available  for  WOGA  members  to 

»*  / 

build  new  polluting  facilities." 

That  a  political  decision  had  been  made  to  circumvent 
1 
the  preliminary  judgment,  and  that  the  hearing  would  be  only  a 

scientific  charade  was  apparent  not  only  to  WOGA,  but  to  others 

to  whom  CARB  is  fortunately  more, accountable.   On  March  8,  1977, 

Senator  John  Nejedly,  Chairman  of  the  Committee  on  Natural 

Resources  and  Wildlife,  the  Senate  Committee  that  has  responsibility 


V   See  Ex.  Q.  to  Rubalcava  Dec. 
**/   See  Ex.  R.  to  Rubalcava  Dec. 

I 
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for  overseeing  Air  Resources  Board  activities,  wrote  Mr.  Quirm 
protesting  the  manner  in  which  WOGA' s  request  had  been  handled,  and 
the  Board's  further  assertion  that  it  was  under  no  legal  obligation 
to  maJce  the  staff  report  available  30  days  in  advance  of  the  hearing. 
Senator  Nejedly  advised: 

"[CARB's]  letter  to  WOGA  .  .  .  contains  a 
statement  that  [Senate  Resolution]  64  [directing 
CARB  to  make  its  staff  reports  available  reasonably 
in  advance  of  adoption  hearings]  is  specifically 
limited  in  scope  to  the  Board's  adoption  of  'New 
Source  Review  Rules.'   As  the  author  of  this  measure 
I  protest  most  strongly  this  interpretation  of  its 
scope  and  intent.   A  careful  reading  of  the  reso- 
lution will  reveal  quite  clearly  that  this  is  not 
the  case,  since  it  concludes  by  stating:   'Resolved, 
that  the  [Air  Resources]  [Bloard  shall  follow  these 
same  general  guidelines  as  a  matter  of  policy  when 
considering  any  other  matter  over  which  the  Legis- 
lature has  grainted  it  authority  to  propose  or  adopt 

V 
regulations. " 

The  Senator  also  commented  on  the  Board's  allegation  that  WOGA's 
request  for  a  reasonable  period  of  time  to  review  the  staff 
report  was  "strategic": 
/// 


V    See  Ex.  S  to  Rubalcava  Dec. 
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"I  would  also  like  to  point  out  that  [CARS' s] 
interpretation  of  WOGA's  motives  in  requesting  .  .  . 
deferral  [of  the  hearing  on  the  SO   stsmdard]  as 
being  strategic  in  nature  might  also  apply  to 
[CARS' s]  reaction  to  WOGA's  request  as  well. 
A  disinterested  observer  might  just  as  readily 
suspect  that  the  Board  is  eager  to  adopt  stringent 
new  standards  for  sulfur  dioxide  before  the  public 
has  had  an  opportunity  to  make  an  informed  response 
on  this  complex  and  controversial  issue  .... 

"May  I  respectfully  suggest  that  you  review  che 
circumstances  surrounding  this  incident  and  consider 
deferring  action  on  the  matter  until  such  time  as 
interested  parties  have  had  the  opportunity  to  review — 
for  at  least  a  30  day  period — the  staff  report  which 

the  Soard  announced  was  available  for  inspection  in 

V 
its  piiblic  notice  .  .  .  . " 

Having  been  directed  by  the  Chairman  of  the  Senate  Committee  which 
oversees  the  agency's  activities  to  delay  the  hearing  until  such 
time  as  the  public  had  been  given  am  adequate  opportunity  to 
review  the  staff's  recommendations  and  analysis,  the  Board 
immediately  reversed  its  decision  denying  WOGA's  request  and 
issued  notice  that  the  hearing  to  "confirm"  the  0.04  standard 
would  be  postponed  until  April. 

V   Id. 
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When  the  staff  report  was  finally  made  availadDle  later 
in  March,  at  the  conclusion  of  that  lengthy  document,  caught  amid 
pending  litigation  and  clear  indications  from  the  Board  as  to  the 
direction  it  intended  to  go,  the  staff  recommended  precisely 
what  its  litigation  counsel  had  told  the  Court  in  June  of  1976 

the  agency  was  "prepared  to  do  in  a  minute:"  It  recommended  that 

*J 

the  0.04  standard  be  retained. 

Although  confronted  with  similar  pressures ,  the  Health 
Department  refused  to  alter  its  longstanding  position  that  a 
standard  set  at  the  0.1  ppm  level  was  adequate  to  protect  health. 
After  again  reviewing  the  availaible  literature  and  examining  the 
veT-y  latest  studies  that  had  been  published,  it  once  more  advised 
that  "[n]o  report  of  which  we  are  aware  has  indicated  that  human 
health  effects  of  sulfur  dioxide  air  pollution  occur  at  concen- 
trations  less  than  0.10  ppm  averaged  over  24  hours." 
Undoubtedlv  as  a  concession  to  the  Air  Resources  Board,  the 
Health  Depcirtment,  however,  made  no  recommendation  regarding  the 
level  at  which  the  standard  should  be  set,  and  weakly  advised 
that  "the  present  air  quality  standard  of  0.04  ppm  SO2  for  24 
hours  averaged,  is  reasonable  in  light  of  what  is  known  about  human 
health  effects  and  with  a  margin  of  safety  as  determined  by  the 
Air  Resources  Board." 


*/  See  Ex.  T  to  Rubalcava  Dec. 
**/  See  Ex.  U  to  Rubalcava  Dec. 
***/  Id. 
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If  asked,  the  Health  Department  would  surely  have  stated 
just  as  readily  that  a  standard  of  0.08  ppm,  0.02  ppm,  or  even 
0.00  ppm  would  also  have  been  reasonably  protective  of  public 
health,  if  based  on  a  totally  arbitrary  margin  of  safety  estab- 
lished by  someone  else.   It  was  not  asked!   As  stated  by  the 
Health  Department's  Air  Quality  Advisory  Committee  at  its  May  14, 
1975  meeting,  at  which  the  scientific  adequacy  of  the  0.04 
stamdard  was  similarly  considered  (and  it  was  concluded  the 
standard  was  scientifically  indefensible),  "[t]he  Committee  .  .  . 
knows  of  no  scientific  basis  for  attributing  a  particular  margin 

of  safety  to  any  given  SO,  concentration  below  the  [0.1]  stan- 

V 
dard." 

In  short,  the  experts  at  the  Health  Department  were 
unwilling  to  compromise  scientific  principle  and  tell  the  Air 
Resources  Board  that  there  was  data  supporting  a  standard  below 
0.1  ppm.   But,  for  political  reasons,  they  wanted  to  leave  the 
door  open  for  CARE  to  take  such  action  by  making  no  recommenda- 
tion— something  they  had  always  done  before — and  passing  that 
responsibility  to  the  Board.   The  Health  Department's  failure  to 
properly  execute  its  statutory  duty  to  recommend  a  stajidard  for 
health  effects  clearly  renders  everything  that  followed  illegal. 

The  hearing  on  the  staff's  recommendation  that  the  0.04 
standard  be  retained  began  on  April  26  and  continued  through 
April  29.   A  further  day  of  testimony  was  taken  on  May  13,  1977. 


V   See  Ex.  V  to  Rubalcava  Dec. 
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A  substeuitial  portion  of  this  time  was  consumed  by  testimony  from 
experts  in  the  various  disciplines  relating  to  stajidard-setting, 
who  appeared  at  the  hearing  at  the  request  of  the  Western  Oil  and 
Gas  Association.   This  was  done  with  the  aid  of  a  detailed  430- 
page  technical  report,  which  exhaustively  dealt  with  each  of  the 
topics  the  CARB  staff  had  indicated  was  supportive  of  its  0.04 
recommendation,  painstakingly  explained  why  each  study  cited  by  the 
staff  was  in  error  or  not  relevant  to  setting  a  24-hour  S02 
stcuidard — often  using  aurguments  which  the  CARB  staff  had  itself 

used  in  1975  and  earlier  with  respect  to  the  same  data — cind  iden- 

V 
tified  those  studies  which  could  be  relied  upon  and  were  relevant. 

Questions  from  the  Board  and  from  the  staff,  which  were  often 

hostile  in  nature,  were  all  answered  and  the  hearing  was  closed, 

but  with  the  proviso  that  the  record  of  the  proceedings  would  be 

**  / 

left  open  for  written  comments  until  June  6,  1977. 

At  the  close  of  that  comment  period,  on  June  6,  the 
CARB  staff  siobmitted  a  massive  two-volume  report  which  purported 
to  contain  "Comments  on  Testimony  Received  at  the  P\iblic  Hearing 
on  the  California  Ambient  Air  Quality  Standards  for  Sulfur  Dioxide." 
In  fact,  the  report  was  a  hastily  thrown  together  attempt  to  rebut 
almost  every  statement  contained  in  the  technical  report  prepared 
by  WOGA's  experts  and  sxibmitted  for  the  record  during  the  earlier 


*/   Health  and  Welfare  Basis  for  a  California  Sulfur  Oxides  Ambient 
Air  Quality  Standard,  Greenfield,  Attaway  i  Tyler,  Inc.,  April 
20,  1977. 

**/   See  Ex.  W  to  Rubalcava  Dec. 
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public  hearing.   The  CARB  "Comments"  also  contained  numerous 
references  to  "new"  material — in  the  sense  that  such  material  had 
not  been  referenced  in  the  original  staff  report — which  material 
was  asserted  to  be  relevant  to  the  critical  issues  involved  in 
setting  a  24-hour  standard.   This  supplement  to  the  staff's 
earlier  report  was  written  in  an  extremely  accusatory  fashion  smd 
cast  WOGA  experts,  who  had  recommended  that  the  standard  be 
changed  to  conform  to  the  present  0.14  Federal  standard,  in  the 
role  of  the  staff's  "opponent". 

Perceiving  that  this  supplemental  report,  with  its 
"new"  evidence,  was  likely  to  become  the  basis  for  the  Board's 
previously  announced  decision  to  once  again  adopt  the  0.04  standard, 
WOGA  promptly  petitioned  to  re-open  the  proceedings.     In  its 
petition,  the  Association  identified  the  various  items  of  "new" 
information  introduced  by  the  staff;  pointed  out  that  the  proceed- 
ings had  become  adversarial  in  nature,  thereby  making  it  essential 
as  a  matter  of  law  that  WOGA  be  given  the  right  to  cross-examine 
the  CARE  staff  (WOGA's  witnesses  had  already  been  cross-examined); 
and  attempted  to  demonstrate  that  some  opportunity  to  address  the 
new  issues  being  interjected  into  the  proceedings  by  the  CARB  staff 
ought  to  be  accorded  in  the  interest  of  a  fair  hearing. 

On  June  29,  1977,  WOGA's  petition  to  re-open  the  proceed- 
ings was  denied,  and  the  Board  instead  adopted  the  following  2  4- 
hour  standard  for  SO2 : 


V   See  Ex.  X  to  Riibalcava  Dec. 
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"0.05  ppra  (conductimetric  methcxi,  or  equivalent), 
in  the  presence  of  oxidant  (ozone)  in  excess  of  the 
state  standard,  or  in  the  presence  of  suspended 
particulate  matter  in  excess  of  the  state  24-hour 
suspended  particulate  matter  standard. " 

As  Dr.  Attaway  points  out  in  his  declaration: 

"There  are  at  least  three  things  of  interest 
regarding  this  standard:  First,  it  is  purportedly 
based  only  on  health  effects,  which  greatly  simpli- 
fies the  task  of  assessing  its  scientific  adequacy. 
Second,  as  a  practical  matter,  there  is  no  real 
difference  between  a  standard  of  0.04  ppm  eUid  a 
standard  0.05  ppm,  nor  would  the  data  permit  distin- 
guishing between  two  concentrations  as  close  as 
these.   Third,  the  possibility  that  CARB  might  cast 
the  standard  in  combination  form,  requiring  the 
simultaneous  presence  of  other  pollutants,  was  never 
raised  during  the  standard-setting  proceedings. 
Consequently,  the  wisdom  of  adopting  such  a  combina- 
tion standard  was  never  debated  by  the  staff,  the 
Health  Department  or  interested  members  of  the  public. 


*/   See  Ex.  Y  to  Rubalcava  Dec. 
**/  Attaway  Declaration  at  12. 
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Furlihermore ,  as  WOGA  had  suspected  would  be  the  case, 
"findings"  were  issued  with  the  new  standard  which  tracked,  almost 
point  by  point,  the  supplemental  report  filed  by  the  CARS  staff 
on  the  date  the  record  was  closed. 

Although  WOGA  was  denied  the  right  to  comment  on  the 
staff's  "new"  evidence  in  the  standard-setting  proceedings,  it 
has  been  thoroughly  reviewed  by  our  experts.  This  is  what  Dr. 
Attaway  has  to  say  about  that  evidence : 

"While  the  emphasis  given  to  the  very  limited  group  of 
studies  cited  in  the  CARB  Findings  is  new,  substan- 
tially all  of  such  data  have  been  known  to 
the  scientific  community  for  some  time.   Such 
studies  contain  internal  inconsistencies,  are 
highly  controversial  and,  in  certain  cases,  were 
specifically  addressed  and  found  to  be  inadequate 
by  the  Department  of  Health  and  by  the  CARB  staff  in 
its  197  5  and  earlier  reports  concluding  that  there 
is  no  evidence  of  health  effects  below  the  0.10  ppm 
level. 

"In  svim,  it  is  my  opinion  that  there  is  no 
substantial  difference  between  the  scientific 
evidence  that  was  available  to  the  Board  at  the  time 
it  adopted  the  0.04  ppm  24-hour  SO2  standard  in  1975 
and  the  evidence  before  the  Board  (and  which  is  stated 
to  be  the  basis  for  the  0.05  ppm  standard  adopted) 


// 
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at  the  time  it  reconsidered  such  standard  in  1977." 


The  irony  of  the  standard  adopted  is  that  it  bears 
such  a  striking  resemblance  to  the  annual  data  relating  to 
0.05  ppm  SO2  in  combination  with  particulate  that  confused  Dr. 
Boyle  back  in  1969.   A  further  irony  is  that,  once  more,  as  it 
did  in  1969  and  again  in  1975,  the  Air  Resources  Board  has 
adopted  a  standard  for  health  effects  that  violates  the  basic 
statutory  mandate  that  such  standcirds  be  based  on  the  recommendation 
of  the  Department  of  Health.   The  standard  is  therefore  clearly 
unlawful . 

The  story  of  the  Air  Resources  Board's  adoption  of 

the  unlawful  0.05  SO   standard  having  been  told,  we  must  briefly 

2 

relate  the  history  behind  the  other  SO^^  standard  being  challenged 
herein — the  sulfate  standard  adopted  in  1976.   To  pick  up  that 
thread,  it  is  necessary  to  momentarily  re-direct  our  attention  to 
the  197  5  hearing  at  which  CARB  originally  re-adopted  the 
0.04  standard. 

(h) 
Regulating  the  Unregulatable — 
CARB  Adopts  a  Sulfate  Standard 

Because  it  is  suspected  that  certain  (as  yet  un- 
identified) members  of  the  sulfate  family  may  be  responsible 


*/   Attaway  Declaration  at  13. 
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for  all  or  part  of  the  effects  on  health  which  are  presently 
being  attributed  to  high  levels  of  SO2 ,    efforts  to  arrive  at 
appropriate  air  quality  standards  for  sulfur  dioxide  have  almost 
invariably  included  discussion  of  how  such  a  standard  might 
relate  to  sulfate  formation.   As  we  have  previously  explained, 
sulfates  t2Lke  the  form  of  very  fine  particles,  some  of  which 
are  formed  in  the  atmosphere  as  a  result  of  SO^  chemically 
reacting  with  other  air  pollutants.   Therefore,  in  explaining 
to  the  Board  why  it  could  not  defensibly  set  an  air  quality 
standard  that  was  below  0.1  ppm  for  SOj,  the  CARB  staff  also 
addressed  sulfates  during  the  1975  proceedings.   In  that  regard, 
Mr.  Jack  Paskind,  who  was  principally  in  charge  of  prepaxing 
the  SO.  staff  report,  told  the  Board  the  following: 

"[T]he  sulfur  dioxide  problem  is  tied  to  the 
sulfate  problem  in  the  atmosphere.   The  health 
effects  of  sulfates  have  not  been  fully  described, 

and  the  EPA  is  now  undertaking  programs  to  define 

V 
health  effects  of  sulfates."  (Emphasis  supplied.) 

To  avoid  any  concern  that  the  absence  of  adequate  scientific 
knowledge  to  establish  separate  air  quality  standards  for  sulfates 
might  pose  some  serious  threat  to  public  health,  the  Health  Depart- 
ments Air  Quality  Advisory  Committee  pointed  out  in  its  report 
at  the  same  hearing  that: 


V   See  .Ex._  Z  to  Rubalcava  Dec. 
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"  [T]  he  Conimittee  reiterated  its  belief  that  the 
most  damaging  pollutants  related  to  oxides  of 
sulfur  are  probably  sulfate  aerosols  in  the  respir- 
able  size  range,  and  that  there  is  a  great  need  for 
data  on  which  to  base  air  quality  standards  for 
sulfates.   Nevertheless,  the  judgment  with  respect 
to  SO2  [that  the  standard  should  be  0.1  ppm] 
included  consideration  of  such  credible  information 
as  is  presently  available  on  the  probable  conversion 
of  SO-  to  sulfates,  and  resulting  health  consequences." 
(Emphasis  supplied) . 

We  therefore  have  the  clearest  indication  that,  as  late 
as  June  of  1975,  the  CARB  staff  and  the  Department  of  Health  were 
both  of  the  firm  opinion  that  no  sulfate  stamdsurds  could  be 
defensibly  established  at  the  present  time  and  that  any  potential 
threat  to  public  health  from  particular  sulfates  would  be  ade- 
quately guarded  against  by  the  existing  0.1  standard  for 
SO,.   What  happened  to  change  this? 

What  happened,  very  simply,  was  that  the  newly 
appointed  and  illegally  constituted  three-member  Air  Resources 
Board — unlike  its  legally  constituted  and  scientifically 
knowledgeable  predecessors  — decided  to  make  the  control  of 
sulfur  oxides  into  a  political  rather  than  a  scientific  issue. 
Accordingly,  for  the  first  time  since  the  Air  Resources  Board 


Part  of  the  0.04  Record  at  p. 
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had  been  statutorily  changed  from  a  14  member  part-time,  non- 
technical agency  to  a  5  member  full-time  scientifically- 
oriented  agency  in  1971,  CARB  completely  disregarded  the  advice 
of  its  own  technical  experts  and  the  experts  in  the  Health 
Department  and  made  what  was  patently  a  political  decision 
to  compel  the  petroleum  and  electric  power  industries  to  reduce 
SO2  emissions.   The  new  Board's  flagramt  disregard  for  proper 
procedures  was  well  illustrated  by  the  manner  in  which  it 
adopted  the  sulfate  standeurd. 

A  standard- setting  hearing  was  set  for  February  20, 

V 
1976.     Because  of  the  haste  with  which  the  hearing  had  been 

scheduled,  there  of  course  was  no  staff  report  available  at  the 

time  the  notice  of  the  hearing  was  given.   A  hastily  prepared 

staff  report,  which  attempted  to  address  not  only  the  health 

effects  of  sulfates,  but  also  the  effect  of  sulfates  on  vegetation, 

materials  and  visibility,  was  finally  made  available  on  February 
**  / 

12.     Dr.  Attaway  explains  how  the  report's  last  minute  avail- 
ability effectively  assured  that  there  would  be  no  opportunity  for 
extensive  critical  comment: 

"[Tjhe  staff  report  explaining  the  rationale 
behind  adopting  such  a  standard  and  identifying 
the  data  which  purportedly  justify  such  action 
was  not  made  available  to  the  public  until  only 


V   See  Ex,  BB  to  Rubalcava  Dec. 
**/  Part  3  of  the  Sulfate  Record. 
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eight  days  before  the  adoption  hearing.   It  was 
not  received  by  WOGA  and  others  until  several 
days  later.   As  a  consequence,  there  was  no  real 
opportunity  for  indepth  technical  review  of  the 
report.   The  total  adequacy  of  the  time  allowed 
for  review  of  the  staff's  analysis,  particularly 
on  a  matter  as  important  as  air  quality  standard- 
setting,  was  raised  at  the  adoption  hearing  by  a 
number  of  witnesses,  including  local  air  pollution 
control  officials.   The  Board,  nonetheless,  adopted 
the  standard  without  allowing  additional  opportunity 
for  review  and  comment." 

While  it  seems  likely,  given  the  speed  with  which  the 
Air  Resources  Board  was  proceeding  on  this  matter,  that  it  would 
have  adopted  a  standard  for  total  sulfates  on  February  21  anyway, 
it's  decision  to  do  so  was  undoubtedly  reinforced  by  the  Western 
Oil  and  Gas  Association's  filing  of  a  lawsuit  three  days  earlier 
seeking  injunctive  relief  against  the  0.04  SO2  standard.  That 
there  is  a  very  close  relationship  between  an  SO^  standard 
in  the  range  of  0.04-0.05  ppm  and  the  sulfate  standard,  and  that 
such  a  relationship  between  the  two  standards  was  intentional,  is 
clear  from  the  following  testimony  by  Dr.  Goldsmith  at  the  sulfate 
hearing : 


// 


*/   Attaway  Declaration  at  14-15. 
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•'[0]ne  can  derive,  eind  we  have  proposed  in  our 
submission  a  method  of  deriving,  an  estimated 
level  of  sulfate  comparable  to  the  present  [0.04 
ppm]  air  quality  standard  for  SO2.   We  also, 
however,  recommend  that  a  somewhat  lower  [sulfate] 

level  be  adopted  because  we  believe  that  a  margin 

V 
of  safety  is  desirable." 

As  Dr.  Attaway  points  out,  "[t]his  [relationship]  is  significant 

because  it  makes  the  validity  of  the  sulfate  standard  hinge  to  some 

**  / 

degree  on  the  validity  of  the  [0.04-0.05]  24-hour  SO2  standard." 

CARS  has  followed  the  practice  of  relying  on  the  SO- 
standard  and  the  sulfate  standard  interchangeably  to  justify 
the  implementing  regulations  it  is  presently  imposing  on 
industrial  emissions  of  SO2  in  Kern  County  and  the  South 
Coast  Basin.   Furthermore,  it  has  attempted  to  defend  its 
violation  of  the  outstanding  preliminary  injunction  against 
the  0.04  SO2  standard  by  asserting  that  implementing  actions, 
such  as  the  low  sulfur  fuel  rule  for  power  plants  and  proposed 
rules  for  all  industry  in  the  South  Coast  Basin,  originally 
taken  based  on  the  SO2  standard  are  also  necessary  to  implement  the 
sulfate  standard.   It  is  CARB's  alterna-cive  use  of  these  two  SO 
standards  that  necessitates  preliminary  relief  against  both  of 
them. 


V   Part  1  of  the  Sulfate  Record  at  32, 
**/   Attaway  Declaration  at  15. 
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To  understand  just  how  precipitate  and  extraordinary 
CARS ' s  decision  to  set  a  sulfate  standard  was,  one  needs  to  know 
that  the  United  States  Environmental  Protection  Agency  had  formally 
declined  to  establish  such  a  standard.   Furthermore,  EPA  has 
steadfastly  refused  to  set  such  a  standard,  even  in  the  face  of 
an  unseccessful  lawsuit  seeking  to  compel  such  action  by  the 
Sierra  Club. 

As  Dr.  Attaway  explains,  EPA  is  firmly  of  the  view 
that  there  is  insufficient  evidence  presently  available  to  support 
any  ambient  air  quality  standard  for  total  sulfates.   Indications 
are  that  it  will  be  necessary  to  engage  in  a  number  of  years  of 
research  (at  a  cost  of  at  least  $94  million)  before  the  health 
effects  of  particular  sulfates  can  be  determined,  and  standards 
set. 

CARB  was  made  well  aware  of  EPA's  position  regarding 
adoption  of  a  sulfate  standard.   The  Health  Department  reported 
on  EPA's  analysis  of  sulfates  in  the  Department's  formal  written 
submission  to  CARB  on  February  20,  1976.   In  such  stibmission  it 
recommended  that  no  action  be  taken  at  that  time  to  adopt  a 
standard  for  those  pollutants.   Part  5,  Sulfate  Record,  Health 
Dept.  Report,  p.  1.   Despite  the  fact  that  CARB  was  required 
by  law  to  follow  that  Health  Department  recommendation  (Health 
and  Safety  Code  §  3  96  06) ,  CARB  instead  turned  to  an  ad  hoc  task 
force  including  one  of  its  own  staff  members  for  an  alternative 


V   Attaway  Declaration  at  16-20, 
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recommendation . 

That  ad  hoc  group  accommodated  CARB  by  suggesting  («|  3)  , 
an  "interim  standard,  a  sulfate  level  of  25  ug/cm^  per  24  hour 
in  the  presence  of  peak  oxidant  pollution,  such  as  occurs  in  the 
South  Coast  Air  Basin."   Part  5,  Sulfate  Record,  Summary  and 
Administrative  Recommendations  of  Ad  Hoc  Task  Force,  p.  6.   Even 
that  unofficial  organization  felt  compelled,  however,  to  confess 
that  its  recommendation  was  not  based  on  any  scientific  evidence. 
Id.  at  p.  11.   CARB  nonetheless  seized  upon  that  suggestion  and 
adopted  a  sulfate  standard,  but  without  the  accompanying  oxidant 
limitation. 

That  the  present  illegally  constituted  California  Air 
Resources  Board  is  an  agency  which  acts  purely  on  the  basis 
of  political  motive  and  without  regard  to  the  scientific 
guidelines  established  by  the  Legislature  could  not  be  better 
illustrated  than  by  how  it  rushed  to  adopt  a  sulfate  standard,  in 
the  face  of  express  determinations  by  the  nation's  foremost 
environmental  authority  and  the  California  Department  of 
Health  that  it  was  unclear  whether  sulfates  were  even  a  problem  and 
that  almost  $100  million  in  research  was  needed  before  it  could  be 
determined  which,  if  any,  members  of  the  sulfate  family  need  to  be 
controlled.   It  was  obviously  an  unreasonable — if  not  irrational — 
decision,  and  it  was  patently  unlawful. 
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1.0  EXECUTIVE  SUMMARY 

This  report  focuses  on  the  California  Air  Resources  Board's  (CARB) 
definition  of  California  Coastal  Waters  (CCW)  and  its  contention  that 
substantially  all  emissions  from  OCS  sources  located  within  such  waters, 
a  zone  extending  up  to  sixty  miles  or  more  out  to  sea  along  the  entire 
California  coast,  are  transported  onshore.  Teknekron  presents  evidence 
derived  from  studies  by  Dames  &  Moore,  Engineering  Science,  Inc.  and  the 
Naval  Postgraduate  School  which  directly  refutes  this  contention.  Those 
studies  demonstrate  that  emissions  from  sources  located  off  the  California 
Coast,  in  many  cases,  will  not  come  ashore  and,  in  those  cases  where  they 
do,  will  be  dispersed  and  diluted  to  such  a  substantial  degree  that  no 
significant  impact  on  onshore  air  quality  should  be  experienced. 

In  arriving  at  its  conclusions,  Teknekron  analyzed  data  relied  upon  by 
CARB  in  postulating  its  incorrect  CCW  definition.  Teknekron  pointed  out 
that  wind  speed  steadiness  ratios  at  coastal  stations,  which  CARB  relied 
upon,  show  there  is  a  great  deal  of  variability  in  the  wind  field,  resulting 
in  considerable  dispersion  at  the  coastline.  The  data  indicate  for  many 
areas,  the  prevailing  and  the  resultant  winds  would  not  blow  directly  onshore. 
Teknekron  also  presents  information  which  demonstrates  that  the  simplified 
climatological  analysis  used  by  the  CARB  staff  in  arriving  at  its  CCW 
definition  is  wholly  inadequate  to  establish  that  OCS  emissions  adversely 
impact  onshore  air  quality. 

In  support  of  its  contrary  conclusions,  Teknekron  presents  a  detailed 
discussion  of  sea  breeze  regimes,  wind  persistence  analyses,  tetroon 
trajectory  studies  and  other  observational  studies  relating  to  meteorological 
conditions  in  the  Southern  California  Bight.  Taken  as  a  whole,  the  literature 
that  is  suimiarized  indicates  that  the  CCW  definition  developed  by  CARB  is 
a  grossly  inadequate  statement  of  the  frequency  and  duration  of  onshore 
winds,  does  not  relate  to  onshore  ground  level  air  quality  impacts,  and 
therefore  does  not  in  any  way  demonstrate  that  OCS  emissions  will  adversely 
impact  onshore  air  quality.  To  the  contrary,  it  demonstrates  that  the 
transport  and  dispersion  of  pollutants  over  Southern  California  offshore 
waters  is  a  complex  process.  Surface  layer  conditions  may  range  from 
quite  stable  to  unstable.  Winds  may  be  very  light  to  gale  force  and  blow 
parallel  to  the  shoreline  much  of  the  time.  When  the  wind  does  blow  onshore 
during  a  sea  breeze  regime,  the  wind  speed  is  moderate  to  strong,  resulting 
in  rapid  dilution  of  any  OCS  emissions  being  transported  onshore. 

As  a  result  of  the  foregoing  analysis,  this  report  concludes  that,  while 
insufficient  meteorological  data  exist  to  precisely  estimate  the  potential 
impact  of  OCS  sources  on  onshore  air  quality,  reasonable  upper  bounds  on 
expected  maximum  onshore  ground  level  impacts  can  be  determined  (4,12).  Such 
maximum  impacts  can  be  established  through  site  specific  analysis,  which 
Teknekron  believes  will  result  in  a  determination  of  no  significant  impact 
on  onshore  air  quality  in  almost  all  cases. 
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2.0  INTRODUCTION 

Teknekron,  Inc.  was  retained  by  the  Western  Oil  and  Gas  Association  to 
critique  the  California  Air  Resources  Board's  (CARB)  definition  of 
California  Coastal  Waters  (CCW).  In  addition,  Teknekron  was  asked  to 
gather  information  on  the  areal  extent  of  the  Southern  California  sea 
breeze.  As  explained  in  Section  3.2,  CARB  defines  California  Coastal  Waters 
as  those  waters  adjacent  to  the  coast  over  which  the  wind  direction  is 
toward  the  coastline.  Their  analysis  of  existing  meteorological  data 
(critiqued  in  Sections  3,4  and  3.5)  asserts  that  pollutants  emitted  by 
OCS  sources  located  60-70  miles  from  the  shoreline  will  be  transported 
onshore.  Furthermore,  the  CARB  implied  via  their  analyses  that  the 
transport  of  these  OCS  source  emissions  will  result  in  deleterious  onshore 
air  quality  impacts. 

In  the  two  sections  that  follow  Teknekron   presents  information  which 
clearly  demonstrates  that  the  simplified  climatological  analysis  that  the 
CARB  staff  prepared  is  wholly  inadequate  to  demonstrate  that  OCS  source 
emissions  adversely  impact  onshore  air  quality.  In  fact,  Teknekron,  Inc. 
and  Engineering  Science,  Inc.  (ESI)  have  demonstrated  that  OCS  source 
emissions  will  not  significantly  impact  onshore  air  quality. 

In  Section  3=0  we  discuss  the  earlier  work  by  Dames  &  Moore  and  Teknekron 
pointing  out  numerous  facts  which  strongly  refute  the  CARB's  meteorological 
analyses  of  scant  offshore  data.  In  addition,  we  refer  to  recent  observational 
and  analytical  studies  by  the  Navy  Postgraduate  School  and  Engineering 
Science,  Inc.  which  support  Teknekron's  contrary  assessment  of  the  offshore 
meteorological  regime. 

In  Section  4.0  we  discuss  observational  studies  of  sea  breeze  regimes 
in  other  locales,  tetroon  trajectory  experiments  in  the  Los  Angeles  Basin, 
and  results  of  numerical  simulations  of  the  sea  breeze;  all  of  these  studies 
indicate  the  characteristic  variability  of  coastal  meteorology.  In  total, 
these  works  show  that  the  work  of  Teknekron,  ESI,  and  others  represent 
reasonable  estimates  of  the  future  insignificant  impact  of  OCS  development 
on  onshore  air  quality. 
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For  those  readers  who  are  not  readily  familiar  with  the  concepts  of  sea 
breeze,  general  circulation,  stability  regime,  subsidence  inversion,  etc. 
we  have  included  as  Appendix  A,  a  discussion  of  the  important  factors 
which  affect  pollutant  transport  and  diffusion  in  the  California 
Bight.  A  quick  review  of  Appendix  A  may  make  the  critical  statements  of 
Sections  3.0  and  4.0  more  comprehensible  for  the  reader  eager  to  understand 
the  complexity  of  the  Southern  California  air  quality  situation. 
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3.0  CRITIQUE  OF  THE  CALIFORNIA  AIR  RESOURCES  BOARD'S 
DEFINITION  OF  CALIFORNIA  COASTAL  WATERS 


3.1  Background 

In  October  1977  the  CARB  staff  proposed  a  model  rule  to  control  emissions 
from  lightering  operations.  In  support  of  that  document  the  staff  included 
as  an  appendix,  a  memorandum  on  pollutant  transport  in  Southern  California 
Coastal  Waters  (1).  CARB's  meteorology  study  asserts  that  during  the 
period  June-August  pollutants  emitted  offshore  at  distances  varying  between 
60  and  70  miles  are  always  transported  to  the  mainland.  The  Western  Oil 
and  Gas  Association  retained  Dames  &  Moore  to  review  and  comment  upon 
CARB's  meteorology  study  (2).  Information  prepared  by  Dr.  Bruce  Wales 
of  Dames  &  Moore  is  included  in  this  report. 

In  October  1978  the  CARB  staff  proposed  another  model  rule  to  control  sulfur 
dioxide  and  organic  gas  emissions  from  marine  vessels.  In  support  of  this 
proposed  model  rule  the  staff  presented  the  essence  of  their  previous 
CARB  staff  report  on  pollutant  transport  in  California  Coastal  Waters  (CCW) 
(3).   In  response  to  this  CARB  action,  W06A  retained  Teknekron  to  examine 
the  impact  of  emissions  from  marine  vessels  within  the  context  of  the 
proposed  model  rule  (4). 

The  reports  prepared  by  Dames  &  Moore  and  Teknekron  substantially  discredit 
the  CARB's  assertions  that  offshore  emission  will  adversely  impact  onshore 
air  quality  in  the  South  Coast  Air  Basin  (SCAB)  or  the  San  Diego  Air  Basin 
(SDAB).  The  meteorological  analyses  presented  by  CARB  does  not  represent 
an  adequate  onshore  impact  analysis.  While  the  study  performed  for  this 
report  on  the  DCS  supports  the  contention  as  to  the  inadequancy  of  the  CARB 
staff  impact  analysis,  it  also  indicates  that  the  presently  available  data 
base  does  not  provide  sufficient  information  to  permit  complete  analysis 
of  the  potential  impact  of  future  OCS  sources  on  onshore  air  quality. 


*  During  the  course  of  the  hearings  on  CARB's  proposed  model  rule  on  lightering 
operations,  the  staff  changed  its  definition  of  CCW  from  that  of  three 
adjoining  offshore  water  regions  (including  the  southern  CCW)  in  favor  of 
a  definition  of  CCW  from  the  Oregon  border  to  the  Mexican  border. 
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3„2     California  Coastal   Waters  as  Defined  by  CARB 
The  California  Air  Resources  Board  defines  CCW  as  follows: 


"California  Coastal   Waters"  means  that  area  between  the  California 
coastline,   including  contiguous  harbors  and  bays,  and  a  line 
starting  at  the  California-Oregon  border  at  the  Pacific  Ocean. 
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and  ending  at  the  California-Mexican  border  at  the  Pacific  Ocean. 

A  graphic  presentation  of  the  above  coordinates  is  shown  as  the  shaded 

area  in  Figure  la.     This  area  is  claimed  by  CARB  to  contain  the  onshore 

flow  regime  based  on  their  analyses  of  prevailing  and  resultant  wind 

directions.     Within  the  shaded  area  shown  in  Figure  la  CARB  claims  the 

* 
wind  direction  always  blows  onshore.       In  the  sections  that  follow, 

Teknekron  provides  evidence  that  clearly  refutes  CARB's  assertion. 


3.3     The  Dames  &  Moore  Study 

Dames  &  Moore  prepared  a  report  and  a  series  of  oral   responses  presented 
at  public  hearings  in  Los  Angeles  and  Santa  Barbara  regarding  the  CARB's 
definition  of  CCW.     The  complete  text  of  their  sunmary  critique  is  presented 
as  Appendix  B.     Herein  we  briefly  sunriarize  their  findings. 


CARB's  definition  of  CCW  is  based  upon  meteorological  data  collected  during 
the  period  June  through  August,  the  summer  season,  and  usually,   the  period 
of  worst  air  quality. 
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Dames  &  Moore  pointed  out  the  limitations  of  the  meteorological  data  base 
including  the  low  number  and  non-representativeness  of  ship  and  island  data. 
They  indicated  that  the  CARB  procedures  for  demonstrating  transport  of 
pollutant  onshore  are  inappropriate.  The  wind  field  between  the  island 
and  the  mainland  varies  significantly  in  time  and  space.  Neither  streamline 
analysis  nor  application  of  the  notion  of  prevailing  winds  can  adequately 
represent  the  onshore  transport  because  of  the  unsteady  conditions.  In 
other  words  the  picture  of  steady  onshore  flow  that  CARB  portrays  simply 
doesn't  happen. 

As  Dames  &  Moore  showed,  the  CARB  inappropriately  applied  a  simple  Gaussian 

dispersion  model  to  an  unsteady  wind  field  containing  shearing  flow  and 

deformation.  In  addition,  CARB  did  not  consider  the  chemical  transformation 

or  absorption  by  the  sea  that  take  place  once  the  primary  pollutants  are  emitted. 

The  summary  prepared  by  Dames  &  Moore  refers  to  the  inadequacy  of  the  CARB 
analysis  of  onshore  flow  as  depicted  in  Figure  lb.  The  California 
Air  Resources  Board  would  have  us  believe  that  during  the  daytime  of  the 
summer  season  (June-September,  the  season  of  worst  air  quality  periods), 
that  offshore  emissions  are  transported  onshore  from  distances  of  60  miles 
or  more  (about  100  kilometers)  on  a  regular  basis.  In  Appendix  A  we 
pointed  out  that  there  are  several  critical  factors  that  determine  the 
offshore  flow  regime.  Among  these  factors  are  the  position  of  the  Pacific 
semipermanent  high  pressure  system  and,  hence,  the  direction  of  the  synoptic 
scale  winds  with  respect  to  the  SCAB  and  the  SDAB  and  the  intensity  and 
duration  of  the  sea  breeze.  For  example,  sometimes  the  strength  of  the 
Pacific  High  prevents  the  sea  breeze  from  extending  as  far  out  to  sea  as 
suggested  by  the  data  collected  on  the  Hondo  platform  (see  Section  3.5). 

Furthermore,  in  addition  to  the  wind  field  (speed  and  direction),  the 
onshore  surface  concentration  of  pollutants  emitted  from  offshore  sources 
(that  may  be  transported  to  inland  receptors)  is  a  function  of  the  depth 
of  the  marine  layer,  the  sea  state,  the  intensity  of  the  subsidence  inversion, 
the  stability  of  the  atmosphere  over  the  water,  the  turbulence  in  the 
marine  layer,  the  height  at  which  the  pollutants  are  emitted,  the  degree 
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to  which  rapid  mixing  takes  place  at  the  coastline  due  to  the  transition 
from  an  over  water  to  an  over  land  trajectory,  etc.  These  factors  are 
indicative  of  the  complexity  of  the  problem  and  warrant  proper  scientific 
investigation  especially  when  the  nation  is  concerned  with  developing  its 
natural  resources  in  an  environmentally  sound  manner.  In  addition  to 
not  properly  analyzing  the  transport  wind,  the  CARB  did  not  consider  these 
factors  as  they  affect  diffusion  and  chemical  transformation  of  pollutants. 

With  respect  to  some  of  the  concerns  described  above,  Teknekron  performed 
an  analysis  for  WOGA,  in  part  to  explore  the  question  of  whether  the 
climatological  scenario  constructed  by  CARB  in  its  definition  of  CCW  is  an 
adequate  descriptor  of  the  expected  simple  transport  onshore  of  emitted 
material  (4).  The  results  of  this  analysis  are  directly  applicable  to  the 
questions  addressed  in  this  report  and  are  presented  below  with  minor  modification. 

3.4  The  Climatological  and  Meteorological  Regime  of  Southern  California 

The  purpose  of  this  subsection  is  to  examine  the  climatological  scenario  in 
more  detail  to  determine  if  the  climatological  picture  presented  by  the 
CARB  staff  represents  air  motions  that  can  be  interpreted  as  indicating 
air  quality  impacts.  In  addition,  we  include  the  highlights  of  results 
from  special  studies  and  data  bases  that  were  not  included  in  the  Staff 
Report.  These  results  are  very  important  because  they  generally  show  that 
the  simplified  climatological  picture  presented  in  the  Staff  Report  is 
questionable  as  an  impact  indication.  This  CARB  climatological  picture 
is  misleading  due  to  the  high  degree  of  variability  that  appears  in 
the  more  detailed  analysis  of  the  dispersion  meteorology  in  the  coastal 
region.  In  this  subsection,  the  following  topics  will  be  discussed: 

1.  Overview  of  the  variability  in  the  California  coastal 
region  using  the  staff's  own  data  from  Appendix  A: 
Definition  of  California  Coastal  Waters. 

2.  Long-term  wind  roses  and  mixing  rates  at  150  meters 
above  ground  at  Vandenberg,  Santa  Monica,  and  San  Diego 
(the  only  Southern  California  coastal  locations  with 
routine  upper  air  wind  measurements). 


*  A  discussion  of  meteorological  and  other  factors  of  importance  to 
pollutant  dispersion  is  given  in  Appendix  A. 
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3.  Frequencies  of  offshore  and  onshore  wind  flows  at  all  the 
coastal  and  island  locations  with  suitable  wind  data  in 
Southern  California. 

4.  Frequencies  of  persistent  wind  flows  at  coastal  locations 
with  suitable  wind  data  in  Southern  California. 

5.  Offshore  wind  observations  from  research  ships. 

6.  Offshore  wind  observations  from  special  platforms. 
7o   Balloon  trajectories  in  the  coastal  region. 

8.   Tracer  study  results  in  the  coastal  region. 

3.4.1  Overview  of  the  Variability  in  the  California  Coastal  Region 

The  resultant  and  predominant  winds  and  the  steadiness  ratios  compiled  by 

the  CARB  staff  in  their  Appendix  A  (Definition  of  California  Coastal  Waters) 

are  all  displayed  in  Figure  lb  and  indicate  more  wind  data  are  available 

for  the  Southern  California  area  including  the  offshore'  islands  than  for 

* 
Northern  California.  The  steadiness  ratios  in  Figure  lb  with  some  few 

exceptions,  increase  offshore  and  tend  towards  smaller  values  at  the  coast 

or  a  short  distances  inland  as  shown  in  Figure  2.  The  key  to  the  station 

numbers  in  Figure  2  is  presented  in  Table  1  along  with  the  annual  percentage 

of  offshore  and  onshore  winds  and  calms.  The  offshore-onshore  wind  directions 

in  Table  1  are  defined  by  the  local  orientation  of  the  coast  in  the  vicinity 

of  the  station.  Unfortunately,  the  seasonal  percentages  of  offshore-onshore 

wind  directions  are  generally  not  available  at  most  locations.  The  percentages 

of  offshore-onshore  winds  in  Table  1  show  considerable  variability  along 

the  California  coast  due  to  the  complex  interplay  between  the  synoptic 

scale  circulations,  the  coastal  terrain,  and  the  land-sea  temperature  differences. 


*  The  steadiness  ratio  is  the  ratio  of  the  resultant  wind  speed  to  the 
mean  wind  speed.  It  varies  from  0  to  1  and  is  a  measure  of  the 
representativeness  of  resultant  winds.  Numbers  close  to  1  indicate 
the  resultant  wind  is  a  good  indicator  of  the  mean  wind. 
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Figure  la 
California  Coastal   Waters 
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Source:  CARB  1978  -  Appendix  A,  California  Coastal  Waters 
Staff  Report,  February  23,  1978  (Reference  3). 
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Figure  lb 
Predominant  and  Resultant  Wind  Directions  end  Steadiness  Rotios  for  June-July* 


Resultant  Wind  -. 
Predominant  Wind  — » 
Steadiness  Ratio   .00 


*The  number  of  years  of  data  used  varies  with  station 


Source: 


California  Air  Resources  Board,  1978.  Status  Report  Regarding  Adop- 
tion by  Loco!  Air  Pollution  Control  Districts  of  Rules  for  the  Control 
of  Emissions  from  Lightering  Operations.  Appendix  A.    23  February. 
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Figure    2 

Steadiness  Ratio  Versus  Onshore-Offshore 
Distances  at  California  Coastal  Stations 
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1 978.   Wind  in  California.   January. 
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Table  1 
Steadiness  Ratios*  and  Percentages  of  Offshore  and  Onshore 

California  Coastal  Stati 


Station 

1  Areata  Airport 

2  Eureka 

3  Ft.  Bragg 

4  Pt.  Arena 

5  Jenner 

6  Pt.  Reyes 

7  Oakland 
a  Farrallone  Is. 
9  San  Francisco 

10  Pt.  Montara 
n  Pigeon  Point 

12  Monterey 

13  Pt.  Piedras 

14  Cambria 

15  Estero 

16  Santa  Maria 

17  Vandenberg 

18  Pt.  Arguello 

19  Santa  Barbara 

20  Oxnard  AFB 

21  Pt.  Mugu 

22  San  Miguel  Island 

23  Anacapa  Island 

24  Santa  Cruz  Island 

25  Los  Angeles 

26  Santa  Rosa  Island 

27  Long  Beach 

28  El  Toro 

29  Santa  Barbara  Island 

30  Buffalo  Springs 


Wind  Flows  at 

—  Sutmier-- 

Steadiness 

Ratio 

.58 

.52 

.35 

.68 

.50 

.65 

.81 

.78 

.85 

.45 

.60 

.76 

.78 

.63 

.45 

.88 

.86 

.88 

.45 

.88 

.61 

.90 

.96 

.83 

.84 

.82 

.41 

.47 

.97 

.57 


Percentage 
Offshore  Winds 


NNE-SSW 

NNE-SSW 

N-S 

NW-SE 

NW-SE 

NW-SE 

NW-^SE 


39.2 
41.4 
45.8 
85.1 
49.9 
61.0 
28.6 


no  wind  rose  data 

Nlf^SE  32.6 

NNW-^SSE  20.4 

no  wind  rose  data 

NNE-SSE  67.3 


NW+SE 

NW*SE 

WNif*SSW 

Nh-S 

N*S 

N-^S 

W-^ 

NW-SE 

NW-SE 

WNWh-ESE 


81.2 
64.2 
55.0 
27.7 
30.3 
22.3 
31.5 
27.7 
40.4 
75.8 


no  wind  rose  data 

no  wind  rose  data 

NW*SE^  34.0 

WNW^ESE  16.2 

SW^SE  59.0 

NW-SE  42.3 

no  wind  rose  data 

NW-^SE  52.9 


ons 

Annual 

Percentage 
Onshore  Winds 

SW-N  36.9 
SW-vN  52.6 
SSW^NNW  52.1 
SSE-*WNW  13.8 
SSE-*'m'NW  49.0 
SSE-4^NW  21.0 
SSE-H«;NW  55.8 

SSVJ-4JNW  59.9 
S-*^W         57 . 9 


SSW-4JNW 

SSW-H^NW 

SW-H^ 

SSW*NNW 

SSW-41NW 

SSW-^NW 

ESE-4;SW 

sse-4;nw 

SSE-^NW 
SE-4J 


18.3 
15.8 
34.4 
24.6 
49.9 
52.8 
59.9 
40.3 
42.2 
44.4 
24.2 


SSE-4JNW  57.0 

SE-4/  63.5 

SSE^SSW  16.0 

SSE^SSW  47.9 

SSE-^NW  36.3 


Percentage 
Time  Calm 

23.3 
5.9 
2.1 
1.0 
1.1 
17.9 
15.6 

7.4 
21.8 

14.4 
3.0 
1.4 

20.2 

21.8 

16.9 

17.9 

28.3 

30.0 

14.8 
0.1 


9.0 
20.3 
25.0 

9.9 

10.8 
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Table  1  (Continued) 


Station 

Steadiness 
Ratio 

Percentage 
Offshore  Winds 

no  wind  rose  data 

Percentage 
Onshore  Winds 

Percentage 
Time  Calm 

31  Avalon 

.49 

32  San  Nicolas  Is. 

.89 

NW-SE    65.6 

SSE-4JNW  28.7 

5.6 

33  Oceanside 

.44 

NW-SE    49.9 

SSE-HJNW  37.2 

13.0 

34  San  Clemente  Is. 

.79 

NWh-SE    24.2 

SSE-4iNW  66.8 

8.8 

35  San  Diego 

.65 

NNW-^SSE  29.7 

S-^W    56.1 

14.2 

Steadiness  ratio  -  ratio  of  the  resultant  wind  speed  to  the  mean  wind  speed, 
ranges  from  0  -  1 . 


It 
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3.4,2  Long-Tenn  Wind  Roses  and  Mixing  Rates  at  150  Meters  Above 
Ground  at  Vandenberg,  Santa  Monica,  and  San  Diego 

The  wind  roses  and  temperature  stability  at  the  only  three  locations  with 
routine  upper  air  measurements  in  Southern  California  have  been  analyzed. 
This  analysis  permits  us  to  assess  the  potentially  variability  in  prevailing 
winds  and  mixing  rates  above  some  of  the  surface  influences,  but  still 
within  the  usual  marine  layer.  The  frequency  distribution  of  the  wind  at 
150  meters  at  Vandenberg  and  San  Diego  as  presented  in  Table  2  show  the 
most  frequent  surnner  directions  to  be  northerly  and  westerly,  respectively. 
The  most  frequent  wind  speeds  associated  with  the  most  frequent  summer 
season  direction  are  moderate  (2.6-5.0  ms~  )  at  both  locations.  The  wind 
frequency  at  150  meters  above  Santa  Monica  as  presented  in  Table  3  shows 
the  prevailing  suirmer  direction  to  be  westerly  as  expected,  but  easterly 
winds  (offshore)  occur  about  half  as  frequently  as  the  westerly  winds 
signifying  that  about  one-third  of  the  time,  even  at  the  shoreline,  the 
flow  is  not  onshore.  It  should  be  noted  that  150  meter  winds  are  not 
subject  to  the  same  variability  as  surface  winds  and  hence  are  more  repre- 
sentative of  the  actual  movement  of  plumes  in  the  marine  layer. 

As  shown  in  Table  4,  the  air  is  most  frequently  unstable  at  the  three 
locations  during  the  summer  in  the  afternoon  (1600  PST  which  is  usually 
associated  with  onshore  flow)  indicating  that  very  good  mixing  is  probably 
occurring.  A  discussion  of  stability  is  given  in  Appendix  A. 


3.4.3  Frequencies  of  Offshore  and  Onshore  Wind  Flows  at  Southern 
California  Coastal  Locations  with  Suitable  Data 

As  shown  in  Table  5  the  frequencies  of  offshore  and  onshore  wind  flow  at 
Southern  California  coastal  locations  with  suitable  data  indicate  considerable 
variability  and  some  very  interesting  results.  For  example,  the  frequency  of 
offshore  flow  at  Terminal  Island  is  about  twice  the  frequency  of  onshore  flow  in 
both  the  month  of  July  and  on  an  annual  basis.  In  addition,  frequencies  of 
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Table  3 
Frequency  Distribution  of  Wind  Speed  and  Direction  at  150  Meters 

(1960-1964) 


SANTA  MONICA 


June-August 
Wind  Speed  (m/sec) 


0.1-2.5 

2.6-5.0 

5 

.1-10.0 

>   10.0 

Total 

N 

3.45  % 

1.35% 

0.1% 

0% 

4.9% 

E 

16.1 

4.85 

0 

0 

20.95 

i 

11.3 

3.3 

0.3 

0 

14.9 

W 

7.3 

23.95 

23.65 

0.1 

55.0 

Annual 

Wind 

Speed  (m/sec) 

0.1-2.5 

2.6-5.0 

5.1-10.0 

>   10.0 

Total 

N 

5.1  % 

6.8  % 

2.25% 

0.55% 

14.7% 

E 

12.15 

8.35 

1.0 

0.15 

21.65 

S 

6.65 

3.6 

0.65 

0.05 

10.95 

W 

5.85 

23.65 

19.7 

0.65 

49.85 
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Table  4 


Most  Frequent  Upper  Air  Weather  Conditions 
in  the  Summer  Season  and  Annually  at  OZ  (1600  PST)  and  12Z  (0400  PST) 
in  Southern  California 


nversion 
Base 
Height 
meters) 

Sumner 

Annual 

Prevalent 

I 

Station 

( 

Frequency 

Most  Freq. 
Temp.  Stab. 
Below  Inv. 
(Stability 
Class) 

Frequency 

Most  Freq. 
Temp.  Stab. 
Below  Inv. 
(Stability 
Class) 

Wind  Direc- 
tion and 
Frequency 
of  Occur- 
rence* 

OZ 

Santa  Monica 

0-100 

4.3 

A 

9.6 

A 

W  7.4% 

101-250 

42.2 

A 

31.3 

A 

W  28.9% 

San  Diego 

0-100 

9.0 

A 

13.0 

A 

W  8.5% 

101-250 

20.4 

A 

19.7 

A 

W  14.0% 

Vandenberg 

0-100 

5.3 

A 

8.9 

A 

N  5.4% 

101-250 

30.5 
12Z 

A 

27.8 

A 

N  17.0% 

Santa  Monica 

0-100 

17.4 

C 

43.3 

C.D.E 

N  24.4% 

101-250 

16.6 

D 

8.2 

D 

E  3.2% 

San  Diego 

0-100 

30.4 

A 

58.8 

A 

N  25.5% 

101-250 

14.1 

D 

6.9 

C 

N  4.6% 

Vandenberg 

0-100 

35.9 

D 

58.5 

D 

N  23.6% 

101-250 

18.8 

D 

* 

9.2 

D 

N  7.1% 

At  surface  for  inversion  base  height  of  surface  -  100m  and  at  150m  for 
inversion  base  height  of  101-250m. 
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Table  5 

Annual  Percentage  of  Offshore  and  Onshore  Wind  Flows 
at  South  Coast  Coastal  and  Island*  Monitors 


Station 

Period  of 
Record 

Offshore 

N^.) 

Onshore*  {%) 

Calm   (%) 

Imperial   Beach   ^    ' 

1945-48 
1952-70 

NNWh-SSE 

30.8 

S-^m         60.8 

8.2 

San  Diego'^ 

1945-72 

NNW-^SSE 

29.7 

S^NW         56.1 

14.2 

Oceanside^    ' 

1934-38 

NW-SE 

49.9 

SSE*WNW  37.2 

13.0 

Camp  Pendelton^    ' 

1966-72 

NW-^SE 

17.8 

SSE-^WNW  61.1 

20.9 

San  Clemente^   ' 

1963-72 

NW-*SE 

24.2 

SSE+WNW  66.8 

8.8 

Santa  Catalina^^ 

June- '43- 
Feb.    '44 

NW*SE 

52.9 

SSE*WNW  36.3 

10.8 

San  Nicolas ^^^ 

1947-72 

NW*SE 

65.6 

SSE-WNW  28.7 

5.6 

Laguna  Beach ^   ' 

Jan. '34- 
Dec.'38 

NW-^  SE 

35.1 

SSE-^WNW  24.9 

40.0 

Newport  Beach^^ 

Aug. '54- 
Dec.'74 

NW^SE 

40.7 

SSEh-WNW  59.1 

0 

Alamitos  Beach  ^^ 

Dec. '52- 
June'60 

WNW-kSE 

50.5 

SSE-^W       49.3 

0 

Redondo^^^ 

Jan. '66 
Dec. '74 

NNW-^  SSW 

44.5 

SW-^NW       55.5 

0   - 

Venice^^^ 

Jan. '55- 
Dec.'73 

NW^SSE 

44.1 

S-^-WNW       55.9 

0 

Malibu^^^ 

1963-74 

W-^  E 

51.0 

ESE*WSW  48.7 

0 

Point  Mugu'"*' 

1960-72 

NW-^SE 

40.4 

SSE-^WNW  44.4 

14.8 

Point  Hueneme^^ 

Aug.- '38- 
Dec.    '41 

NW-^SE 

42.9 

SSE-^WNW  49.0 

8.2 

Oxnard^^^ 

1944-45 
1952-67 

NW-^SE 

27.7 

.  SSE-^WNW  42.2 

30.0 

Santa  Rosa'^ 

Apr. '43- 
Dec.'45 

WNW-^ESE 

16.2 

SE^W         63.5 

20.0 

San  Miguel^""^ 

Feb. '40- 
June'42 

WNW-^  ESE 

75.8 

SE-^W         24.2 

0.1 

Santa  Barbara^    ' 

1960-64 

W-^  E 

31.5 

ESE-^WSW  40.3 

28.3 

Santa  Maria^''^ 

1948-58 

N-^-S 

1 

27.7 

n 

SSW-^NNW  49.9 

21.8 

866 


Table  5  CContinued) 


Station 

Period  of 
Record 

Offshore 

(%) 

Onshore  {%) 

Calm  {%) 

(2) 
San  Diego^^ 

(Lindburgh  Fieldl. 
Palomar  Airport^  ' 

1949-1954 

Jan. '72- 
Nov.'73 

NNW  ^ SSE 
NNW-^SSE 

27.0 

NNW -"SSE  74 
S*  NW 

0 

July 
Annual 

18.6 
37.5 

70.5 
54.6 

10.9 
8.0 

Terminal  Island^^^ 

1949-1972 

SW^  ESE 

SE-^SSW 

July 
Annual 

53.5 
55.3 

28.7 
21.3 

17.8 
23.4 

Santa  Ana^^^ 

1945-1947 
1952-1972 

NW-vSE 

SSEh-WNW 

July 
Annual 

10.3 
21.5 

66.4 
40.9 

23.1 
36.7 

Santa  Ana^^^ 
Orange  County 

AAF 

Sept. '42- 
Jan.'46 

NW-*SE 

SSE-*WNW 

July 
Annual 

24.3 
41.8 

70.8 
51.5 

4.1 
6.8 

El  Toro^^^ 

1945-1972 

NW-^SE 

SSE-^WNW 

July 
Annual 

28.4 
43.4 

60.3 
43.8 

11.3 
12.7 

San  Nicolas  Is 

land 

^^^  1947-58 

NW-^SE 

SSE-"  WNW 

July 
Annual 

67 
65 

21 
21 

12 
14 

Point  Mugu^^' 

1962-1968 

NWh-SE 

SSE-  WNW 

July 
Annual 

n 

22 

47 
38 

41 
31 

Vandenberg'''^ 

1959-1972 

N-4-  S 

SSW-  NNW 

July 
Annual 

11 

31 

69 
52 

20 

17 

20 
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station 


Table  5   (Continued) 

Period 

Record     Offshore  {%)         Onshore  {%) 


Calm  {%) 


Los  Angeles 


(7) 


July 
Annual 

Point  Mugu 

July 
Annual 

Long  Beach 

July 
Annual 

San  Diego 

July 
Annual 


(7) 


(7) 


(7) 


1955-1964 

NW  -SE 

SSE*  WNW 

17 
34 

74 
57 

March  '52- 
Feb.  '72 

NW  *SE 

29 

44 

SSE-  WNW 

57 

45 

1949-1964 

SW  *SE 

SSE-  SSW 

59 
59 

22 
16 

1965-1974 

NNW-  SSE 

S-  NW 

19 
32 

79 
63 

13 
12 


19 
25 


*For  the  island  wind  data,  the  offshore-onshore  directions  are  based  on  the  orientation 
of  the  nearest  mainland  coast. 

+Example  of  wind  directions:  NNW-SSE  includes  winds  from  the  directions  of  NNW  and 
all  wind  directions  clockwise  up  to  and  including  SSE. 

(Note:  The  percentages  of  offshore  flow  include  the  percentage  of  wind  directions 
that  were  parallel  to  the  coast.) 

Sources: 

(1)  "Wind  in  California" 

(2)  "Meteorological  Summaries  of  Importance  to  Air  Pollution  in  Western  San  Diego  County" 

(3)  "Meterology  and  Air  Quality  Section  Environmental  Report  for  Macaro  Independent 

Refinery  Site" 

(4)  "Terminal  Island  Wind  Data" 

(5)  Naval  Weather  Service  Environmental  Department 

(6)  "Climatic  Handbook  for  Point  Mugu  and  San  Nicolas  Island,  Part  I,  Surface  Data" 

(7)  National  Climatic  Center  TDF  14  computer  tape  with  hourly  observations. 
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offshore  and  onshore  flow  at  nearby  Long  Beach  are  nearly  the  same  as  those  at 
Terminal  Island,  respectively,  providing  some  degree  of  confidence  in  the 
observations. 


3.4.4  Frequencies  of  Extremely  Persistent  Winds  at  Selected  Southern 
California  Coastal  Locations 

* 
The  frequencies  of  extremely  persistent  winds  at  selected  Southern  California 

coastal  locations  (see  Table  6)  show  considerable  variability  and,  thus, 

simple  transport  conditions  are  rather  infrequent.  Table  6  shows,  for 

example,  that  while  Los  Angeles  International  Airport  has  many  more 

onshore  than  offshore  persistent  wind  cases  in  both  the  summer  season  and 

annual  periods,  Newport  Beach  has  about  the  same  number  of  onshore  and 

offshore  persistent  wind  cases  in  both  the  summer  and  annual  periods.  As  for 

an  example  of  the  generally  small  number  of  cases.  Terminal  Island  has  about 

ten  cases  in  the  180-day  sumner-fall  period  of  simple  onshore  transport. 

It  is  also  of  interest  to  note  from  Table  6  that  the  onshore  extremely  persistent 
wind  cases  are  most  often  associated  with  moderate  to  strong  wind  speeds  while 
the  offshore  cases  are  most  often  associated  with  light  to  moderate  wind  speeds. 
This  means  that  generally,  onshore  persistent  flows  are  associated  with 
greater  dilution  than  are  offshore  persistent  flows. 


3.4.5  Offshore  Wind  Observations  from  Research  Ships 

Routine  ship  observations  are  not  reliable,  and  are  generally  not  useful 

for  air  quality  impact  evaluations.  Occasionally,  however,  research  ships 

make  reliable  wind  measurements  that  are  useful  for  transport  analyses.  This  is 


The  definition  of  extremely  persistent  winds  and  their  method  of  computation 
are  presented  in  Appendix  C  along  with  the  complete  tabulations  for  five 
principal  stations. 
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Table  6 

Frequencies  of  Extremely  Persistent  Wind  Cases  at 
Selected  Southern  California  Coastal  Locations 


Wind  Persistence 


Calms 


Station 

Direction 

Wind  Speed 

Average  No. 
of  Cases 
per  Year 

Average  No. 
of  Cases  per 
Year  during 
June-November 

Average  No. 
of  Cases 
per  Year 

Average  No. 
.  of  Cases  per 

Year  during 
June-November 

Vandenberg 

NW 

8-20 

50.9 

27.7 

46.1 

34.5 

Pt.  Mugu 

W 

8-20 

40.0 

22.6 

12.7 

8.3 

S 

8-20 

0.9 

0.5 

N 

1-7 

7.2 

2.1 

Malibu 

S 

1-7 

24.0 

13.7 

1.4 

1.2 

Venice 

sw 

8-20 

58.2 

39.6 

0.2 

0 

NE 

1-7 

15.1 

4.8 

Los  Angeles 
International 

SW 

8-20 

174.0 

111.0 

18.7 

0.2 

NE 

1-7 

9.3 

2.8 

Redondo  Beach 

SW 

8-20 

61.4 

■40.1 

0 

0 

NE 

1-7 

38.2 

13.5 

Terminal  Is. 

S 

8-20 

20.5 

10.3  ' 

3.8 

0.1 

N 

1-7 

4.4 

1.3 

Seal  Beach 

N 

1-7 

39.8 

11.8 

1.3 

1.3 

SW 

8-20 

38.3 

21.8 

Newport  Beach 

SW 

8-20 

18.4 

7.6 

157.7 

63.6 

SE 

8-20 

11. 'l 

6.2 

NE 

1-7 

1.0 

0.4 

23 
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especially  true  if  a  number  of  measurements  are  made  within  a  limited  area 
and  time  period.  Fortunately,  this  was  the  case  with  the  cruise  of  the  Acania 
during  July  22  and  24,  1977,  when  sulfur  hexafloride  tracer  studies  were 
being  conducted.  The  wind  speeds  and  directions  measured  along  the  cruise 
route  are  displayed  in  Figures  3  and  4.  The  wind  vectors  show  the  considerable 
variability  in  the  expected  transport  of  pollutants  which  existed  at  the 
time  off  the  Santa  Monica  coast.  More  results  of  the  Acania  cruise  are  given 
in  Section  3.5. 


3.4.5  Offshore  Wind  Observations  from  Special  Platforms 

A  location  for  wind  measurements  more  ideal  than  research  ships,  is  a  semi- 
permanent offshore  platform  for  oil  exploration,  etc.  Unfortunately,  there 
apparently  are  only  a  few  offshore  platforms  that  have  been  instrumented 
for  continuous  wind  monitoring.  Due  to  the  cooperation  of  Dames  and  Moore 
and  Exxon  Company  USA  it  has  been  possible  to  obtain  the  wind  data  from  the 
Platform  Hondo  near  Santa  Barbara  (see  Figure  5).  The  wind  frequencies  at 
the  Exxon  Platform  Hondo  for  1977  presented  in  Table  7  show  that  the 
offshore  flow  is  much  more  frequent  than  the  onshore  flow  in  all  seasons 
and  time  periods.  Furthermore,  the  number  of  cases  of  extremely  persistent 
winds  at  Platform  Hondo  in  the  onshore  directions  during  1977  was  quite  small 
compared  to  the  number  of  cases  in  the  offshore  directions,  primarily  parallel 
to  the  coast  (see  Table  8). 

Another  short  period  source  of  offshore  platform  wind  data  is  available  near 
Long  Beach  at  the  Bolsa  Belle  Platform  (see  Figure  6).  The  wind  roses  at  Bolsa 
Belle  and  the  nearby  Huntington  Beach  Steam  Plant  and  Los  Alamitos  NAS  for 
three  hourly  intervals  over  about  a  two-month  period  in  the  summer  are 
presented  in  Figures  7  and  8.  One  striking  feature  of  the  results  is 
the  large  frequency  of  calms  (about  25  percent)  at  Bolsa  Belle  during  the 
normal  height  of  the  Seabreeze  flow.  In  fact  the  three-hourly  wind  roses  at 
Bolsa  Belle  show  a  distinct  veering  (clockwise  rotation)  of  the  most  frequent 
wind  directions  between  0900  PST  and  1500  PST  to  the  point  where  the  wind  flow 
may  be  more  parallel  than  perpendicular  to  the  coastline  from  the  midafternoon 
on.  The  wind  roses  at  the  Huntington  Beach  Steam  Plant  at  1500  PST  and  1800  PST 
certainly  show  the  prevailing  direction  to  be  nearly  parallel  to  the  coast. 
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Table  8 

Cases  of  Persistent  Winds  at  Platform  Hondo 
(August  1976-August  1977) 


Average  Number  of  Cases  per  Year,  by  Direction 


Wind  Speed 
(kts.) 

Season 

/ 

Offsho 

re 

/ 

Onshore 

/ 

Offsho' 

re/ 

Duration 

N 

N£ 

E 

SE 

S 

su 

w 

NW 

Calms 

_>  6  hours 

1-7 

June-Nov. 

0 

1 

5 

0 

1 

4 

3 

1 

None 

Annual 

0 

1 

5 

c 

1 

4 

3 

1 

8-20 

June-Nov. 

0 

4 

1 

0 

0 

2 

15 

1 

Annual 

0 

4 

9 

0 

0 

2 

19 

5 

21-40 

June-Nov. 

0 

0 

0 

0 

0 

0 

0 

0 

Annual 

0 

0 

0 

0 

0 

0 

3 

12 

>^12  hours 

1-7 

June-Nov. 

0 

0 

0 

0 

0 

0 

0 

0 

None 

Annual 

0 

0 

0 

0 

0 

0 

0 

0 

8-20 

June-Nov. 

0 

0 

0 

0 

0 

0 

0 

0 

Annual 

0 

0 

1 

0 

0 

0 

0 

1 

21-40 

June-Nov. 

0 

0 

0 

0 

0 

0 

0 

0 

Annual 

0 

0 

0 

0 

0 

0 

0 

3 

29 
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Figure    5 

Locations  of  Bolsa  Belle,  Huntington  Beach  Steam  Plant, 
and  Los  Alamitos  NAS  Wind  Data 


Elevations  are  given  in  meters 
0  10  20  30  <0  5C 

KlLOr:rrE.-S 


30 
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Figure  1 

Wind  Roses  at  Bolsa  Belle,  Huntington  Beach  Steam  Plant,  and 
Los  Alamitos  NAS  (0000  PST  to  0900  PST) 


196: 


Bolsa  Belle  Huntington  Beach  Los  Alamitos  NAS 

Steam  Plant 

25  June  -  15  Aug.    21  June  -  15  Aug.    22  June  -  15  Aug. 


0000  PST  -Xa9\ 


0300 


0600 


~"    ^      ^ 


0         10      20       30       40       50       60       70       £0       ^       lO:^ 


%  Frequency  of  Winds    ^    1.  5  m/sec    in  Circle 
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Figure    8 

Wind  Roses  at  Bolsa  Belle,  Huntington  Beach  Steam  Plant,  and 
Los  Alamitos  NAS  (1200  PST  to  2100  PST) 


1967 
Bolsa  Belle 
25  J-one  -  15  Aug.  21  June  -   15  Aug.         22  June  -  15  Aug 


Huntington  Beach  Los  Alamitos  NA^ 

Steam  Plant 


1200  PST 


1500 


1800 


2100 


0       10 


20       30      40       50       60       70       SO       90       ICQ^ 


%  Frequency  of  Winds    ^    1.  5  m/sec  in  Circle 
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3.4.7  Balloon  Trajectories  in  the  Coostgl  Region 

The  results  of  tetroon  balloon  tracking  from  releases  at  coastal   or  inland 

* 
sites  is  generally  well    known.       However,  not  as  well    known,   is  the 

availability  of  tetroon  balloon  tracks  from  releases  offshore.     The  tetroon 

trajectories  obtained  by  Holzworth  and  Stevenson  during  July  11-13,   1961, 

are  reproduced  in  Figure  9.     They  reported: 


"During  11-13  July  1961  the  surface  synoptic  pattern  was 
typical  of  summer,  thermal  low  pressure  over  inland  southern 
California  with  higher  presure  over  the  ocean.  The  trajectories 
for  the  llth  and  1 3th,  both  during  afternoon,  and  that  after 
1400  PST  on  the  12th  were  ail  rather  straightforward  and 
indicative  of  a  sea-breeze  component  to  the  wind.  The  eddy 
configuration  of  the  trajectory  on  12  July  is  especially  interest- 
ing. From  the  ship  winds  it  would  appear  that  this  eddy  set  in 
rather  abruptly  after  0900  PST  as  the  wind  changed  from 
northwesterly  at  10  knots  to  southeast  at  3  knots.  The  cause 
and  extent  of  this  eddy  was  not  known." 


Finally,  they  conclude: 


"In  some  cases  these  trajectories  are  straightforward  and 
conform  to  air  movements  that  may  be  deduced  from  other  less 
direct  information.  In  other  coses  the  trajectories  ore  com- 
plicated and  illustrate  the  need  for  additional  investigation. 
This  is  especially  the  situation  along  the  southern  California 
coast  and  other  sea  coasts  where  the  interaction  between  sea 
and  atmosphere  play  a  vital  role  in  the  local  weather." 


3.4.8  Tracer  Study  Results  in  the  Coastal  Region 

Tracer  studies  are  undoubtedly  the  most  direct  approach  to  quantifying  the  air 
quality  impacts  from  emissions  released  in  the  coastal  region.  Unfortunately, 
there  hove  been  only  a  few  tracer  studies.  But  even  these  few  studies  do  not 
seem  to  have  been  fully  utilized.  Cass  (1977)  has  recently  prepared  a  summary 
of  horizontal  diffusion  coefficients  from  sulfur  hexafloride  tracer  releases  in  the 
Los  Angeles  Basin  which  were  either  released  near  the  coast  or  actually  offshore 


*  A  tetroon  is  constant  density  level   balloon  that  may  carry  an  instrument 
package  and  is  tracked  to  determine  the  motion  of  air  parcels. 
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in  the  shipping  lanes  (see  Table  9).  Cass  (1977)  has  compared  these  horizontal 
diffusion  coefficients  from  Los  Angeles  Basin  tracer  studies  to  those  from  tracer 
studies  over  St,  Louis  (see  Figure  10)  and  found  a  good  match  between  the  data 
taken  at  the  two  locations.  In  fact  the  values  in  Figure  10  indicate  that  very 
good  horizontal  diffusion  from  continuous  point  sources  is  likely  from  the  shipping 
lanes  at  sea  for  plume  travel  times  of  at  least  three  hours. 

Probably  the  most  extensive  tracer  study  in  the  coastal  region  was  that 
supported  by  the  U.S.  Army  near  Oceanside,  California,  in  the  summer  of  1967 
(Smith  and  Niemann,  1969).  in  this  study,  the  tracer  material  was  released  in  a 
variety  of  ways,  namely,  as  a  moving  line  source  parallel  to  the  coast,  as  a  quasi- 
instantaneous  point  source  at  several  distances  inland  from  the  coast,  and  as  a 
continuous  point  source  offshore.  The  interested  reader  is  referred  to  the 
complete  report  for  all  the  details  of  the  major  study.  Only  two  of  the  highlights 
of  the  results  will  be  mentioned  here. 

A  summary  of  the  horizontal  diffusion  values  for  the  quosi-instantaneous  point 
source  tracer  releases  at  various  distances  inland  are  shown  in  Figure  11.  These 
data  collectively  indicate  a  distinct  tendency  toward  accelerated  diffusion  with 
travel  distance  inland  when  compared  to  the  semi-empirical  diffusion  values  for 
neutral  and  unstable  conditions.  Similarly,  the  composite  of  observations  from 
the  Bolsa  Island  and  Oceanside  continuous  point  source  releases  offshore  (Figure  1 2) 
also  indicate  a  distinct  tendency  toward  accelerated  diffusion  from  slower  over  the 
water  (compared  to  standard  diffusion  rates),  to  more  rapid  over  the  land.  The 
mechanism  for  this  transition  in  the  diffusion  conditions  is  the  increased  thermal 
and  mechanical  turbulence  generated  in  the  flow  over  land. 

It  is  apparent  from  this  summary  analysis  of  the  variability  of  coastal  winds  that 
serious  doubt  exists  as  to  the  usefulness  of  a  simple  ciimatological  scenario 

such  as   used  by  CARB  in  determining  the  air  quality  impact  of  complex 
sources. 
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Figure n 
Observations  of  ay  for  Coastal  Diffusion  Trials 
(t^iqure  47  frc".  Smith  and  Niemann,  1969) 
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Figure  12 
Observations  of  ay  for  Offshore  Diffusion  Trials 
(Figure  60  from  Smith  and  Niemann,  1969) 
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3.5  Information  From  Other  Studies 

The  excerpts  presented  in  the  previous  sections  of  the  Dames  &  Moore  report 
and  the  earlier  Teknekron  report  clearly  refute  the  simplistic  definition 
of  CCW.  Although  Teknekron  fully  supports  the  technical  analyses  presented 
thus  far,  we  recognize  that  DOI's  real  concern  is  the  determination  of 
whether  or  not  "significant  impacts"  may  occur  onshore  as  a  result  of  OCS 
sources.  In  this  regard,  DOI  would  want  to  know  if  a  set  of  worst  case 
conditions  can  exist  that  would  result  in  OCS  sources  significantly 
impacting  the  onshore  air  quality  in  the  SCAB  or  the  SDAB.  Another  way 
of  posing  this  question  is  —  Does  the  CARB  definition  of  CCU  ever  apply 
to  the  potential  for  augmenting  existing  onshore  poor  air  quality? 

Some  information  does  exist  to  suggest  that  plumes  emitted  over  the  water 
may  remain  intact  for  long  travel  times  and/or  long  travel  distances  (5). 
Other  additional  information  seems  to  negate  this  possibility  for  emissions 
over  the  Southern  California  OCS.  In  this  section  we  present  a  review  of 
some  recent  papers  and  reports  that  were  available  and  that  contribute 
additional  insights  to  the  problem. 


An  extensive  sumnary  of  turbulent  diffusion  and  pollutant  transport  in 
shoreline  environments  by  Walter  Lyons  shows  that  fossil  fuel  power  plant 
plumes  may  travel  over  the  Great  Lakes  distances  of  over  70  kilometers 
(over  40  miles)  (5).  A  recent  study  performed  by  Maas  and  Harrison  in  the 
Santa  Barbara  Channel  about  3.4  kilometers  south  of  Coal  Oil  Point  (about 
1.5  miles  from  the  coast)  showed  that  plume  dispersion  associated  with  a 
natural  oil  seep  was  significantly  less  than  suggested  by  the  Pasquill-Guifford 
curves.  In  fact,  at  a  distance  of  1  mile  from  the  source  the  spread  of 
the  plume  was  less  than  that  indicated  by  category  F,  the  commonly  accepted 
most  stable  situation  (6).  This  means  the  turbulence  over  the  water  was 
less  than  that  over  the  land  and  that  the  plume  remained  pretty  much  intact. 
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Another  study  by  C.  M.  Sheih,  et  al.,  of  atmospheric  dispersion  over 
Lake  Michigan  can  be  surmiarized  as  follows   (7): 

The  dispersive  properties  of  the  coastal  marine  atmosphere  are  unique, 
not  only  because  the  flow  is  over  water  (which  has  been  studied  far  less 
than  has  flow  over  land),  but  also  because  in  these  conditions  small-scale 
dispersion  is  often  combined  with  large-scale  meandering  due  to  sea-breeze 
or  lake-breeze  circulations. 

Trajectories  of  neutrally-buoyant  balloons  were  measured  over  open  water, 
and  a  technique  used  to  separate  trajectory  components  due  to  large-scale 
meandering  motion  and  those  due  to  small-scale  turbulent  dispersion. 
Dispersion  coefficients  for  the  large  and  small-scale  components  as  well 
as  the  total   signal   are  presented  in  terms  of  atmospheric  stabilities. 

It  appears  that  there  are  two  major  scales  participating  in  the  dispersion 
processes.     It  is  speculated  that  the  small-scale  component  is  due  to 
vertical   thermal /mechanical    turbulence  production,  whereas  in  the  near-shore 
environment  of  these  experiments,  the  large-scale  component  may  be  due  in 
part  to  the  temperature  difference  between  land  and  water. 

In  comparison  with  the  Pasquill   curve  appropriate  to  plume  dispersion  over 
land,   the  offshore  dispersion  coefficients  computed  from  neutral   density 
balloon  trajectories  are  about  50%  lower  (or  are  shifted  about  two  categories 
toward  the  stable  side)   for  vertical   dispersion,  and  are  about  30%  lower 
(or  are  shifted  about  one  category  toward  the  stable  side)  for  horizontal 
dispersion. 

It  should  be  noted  that  although  a  direct  comparison  of  the  present  results 
with  the  plume  measurements  by  Raynor  et  al.    (8)  are  not  possible 
because  their  results  are  grouped  rather  loosely  into  stable,  neutral,  and 
unstable  classes,  their  observation  of  dispersion  coefficients  over  water 
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consistently  below  category  E  of  the  "standard"  Pasquill  curves  for  both 
vertical  and  lateral  dispersion  is  quite  consistent  with  these  results. 

In  contrast  to  the  study  by  C.  M.  Sheih,  recent  work  by  Walter  Lyons  and 
Jerome  A.  Sehuh  state  that  the  marine  boundary  layer  has  numerous  small 
scale  instabilities,  possibly  related  to  roll  vortices  which  cause 
significant  meander  even  for  periods  less  than  one  hour.  These  can  markedly 
affect  the  apparent  a  (horizontal  spreading)  of  the  plume  (9).  The 
investigators  were  trying  to  compare  observed  lake  breeze  wind  fields 
with  computations  of  simulated  winds  using  a  mesoscale  model.  They  pointed 
out  that  the  behavior  of  a  plume  under  these  conditions,  i.e.,  roll  vortices 
or  so-called  helical  trajectories,  would  undoubtedly  result  in  fairly  rapid 
dilution  of  the  plume  over  the  water. 

As  mentioned  in  the  Teknekron  report  described  in  Section  3.4  --  the  Naval 
Postgraduate  School  (NPGS)  under  contract  to  CARB  investigated  the  offshore 
atmosphere  of  Southern  California  in  1977  (10).  In  August  of  1978  a 
marine  atmospheric  boundary  layer  experiment  (MABLE)  was  conducted  over 
the  eastern  Pacific  waters  by  various  technical  and  regulatory  agencies  (11). 
Meteorological  and  air  quality  data  were  collected  by  numerous  ground 
stations  and  at  sea  covering  an  area  from  San  Francisco  to  Monterey  and 
extending  130  miles  westward  to  sea  and  40  miles  inland.  In  both  of  these 
studies  the  USNPGS  Research  Vessel  (RV)  Acania  was  employed  to  collect 
data.  A  preliminary  perusal  of  the  wind  data  collected  by  the  RV  Acania 
from  July  17  to  July  28,  1977  off  the  coast  of  Southern  California  indicates 
the  CARB  definition  of  CCW  is  misleading.  The  wind  data  show  considerable 
variation  in  time  and  space  in  contrast  to  the  simplistic  flow  field  defined 
by  CARB.  The  data  for  the  1978  cruise  were  not  available  to  Teknekron. 
Although,  they  would  not  pertain  to  Southern  California  waters,  the  data  will 
provide  a  checkpoint  on  the  applicability  of  CARB's  definition  of  CCW  in 
the  San  Francisco  Bay  area. 
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Recently,  Engineering  Science,  Inc.  (ESI)  perfonned  an  analysis  for  the 
American  Petroleum  Institute  (API)  to  determine  the  effect  of  OCS 
activities  on  the  air  quality  of  adjacent  states.  ESI  describes  two 
tracer  experiments  that  were  conducted  off  the  coast  of  Southern  California  (12), 
In  the  first  experiment  conducted  near  the  Hondo  platform  the  tracer  was 
observed  to  travel  parallel  to  the  coastline  for  many  miles.  In  the 
second  experiment  performed  in  June  1978  west  and  south  of  Long  Beach  the 
tracer  also  traveled  parallel  to  the  coastline  for  some  20  miles.  In 
the  latter  case  concurrent  winds  at  the  coastal  meteorological  stations 
showed  onshore  winds.  Both  experiments  suggest  the  offshore  wind  regime 
within  5  to  10  miles  of  the  coast  is  significantly  different  from  the 
onshore  wind  regime.  This  specific  information  is  in  direct  conflict  with 
garb's  definition  of  CCW. 

Engineering  Science,  Inc.  also  made  computations  of  the  likely  onshore 
air  quality  impact  of  N0«,  emissions  from  the  largest  known  U.S.  OCS 
source  assuming  the  wind  blows  onshore.  Their  results  showed  that  the 
predicted  ground  level  concentrations  are  insignificant;  on  the  order  of 
1/500  to  1/1000  of  the  annual  NO2  standard. 

Taken  as  a  whole,  the  literature  summarized  above  indicates  that  the  transport 
and  dispersion  of  pollutants  over  water  is  a  complex  process.  Surface 
layer  conditions  may  range  from  quite  stable  to  unstable.  Winds  may  vary 
from  light  to  gale  force.  With  respect  to  the  waters  off  of  the  coast 
of  Southern  California,  the  evidence  indicates  the  winds  blow  parallel  to 
the  shoreline  much  of  the  time.  When  the  wind  does  blow  onshore  during  a 
sea  breeze  regime  the  wind  speed  is  moderate  to  strong  resulting  in  rapid 
dilution  of  any  OCS  source  emissions  being  transported  onshore.  It  is 
Teknekron's  opinion  that  the  existing  information  indicates  that  OCS  sources 
in  the  California  Bight  will  have  negligible  impact  on  onshore  air  quality. 
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4.0  THE  SOUTHERN  CALIFORNIA  SEA  BREEZE  AND  THE 
PACIFIC  HIGH  PRESSURE  SYSTEM  INTERFACE* 


To  date  specific  information  does  not  exist  concerning  the  horizontal  and 
vertical  extent  of  the  Los  Angeles  sea  breeze  over  the  ocean.  However,  a  num- 
ber of  observational  studies  have  been  performed  by  numerous  researchers  and 
interested  observers  all  over  the  world  wherever  a  coastline  exists.  Some 
of  these  studies  have  been  conducted  in  the  Los  Angeles  Basin.  In  addition, 
several  theoretical  models  of  the  sea  breeze  have  been  developed  and 
tested  for  various  hypothesized  synoptic  scale  horizontal  pressure  gradients 
and  land/water  surface  temperature  contrasts.  First,  we  will  describe 
some  interesting  features  of  the  sea  breeze  observed  at  other  locations 
that  can  be  related  to  the  Southern  California  surmiertime  situation.  Second, 
we  will  describe  some  observational  studies  conducted  in  the  Los  Angeles 
Basin,  Third,  we  will  briefly  summarize  the  results  of  the  theoretical 
studies  to  gain  an  appreciation  of  the  potential  dimensional  extremes 
of  the  sea  breeze.  Finally,  we  will  summarize  the  information  presented 
with  respect  to  pollutant  transport  and  dispersion  in  the  vicinity  of  the 
Los  Angeles  Basin. 


4.1  Sea  Breezes  at  Other  Locations 
Example  #1 

Mr.  Wallington  of  the  meteorological  office  in  Dunstable,  England  describes 
the  sea  breeze  front  of  6  July  1956  (13).  A  Mr.  J.  K.  MacKenzie,  a  glider 
pilot,  soared  in  the  neighborhood  of  Lasham,  Hampshire,  England  keeping 
just  ahead  of  a  sea  breeze  front  oriented  ENE-WSW  as  shown  in  Figure  13 
and  moving  slowly  inland.  He  encountered  upward  moving  air  that  averaged 
2  m/sec  in  a  horizontal  belt  about  100  m  -  250  m  wide  lying  along  and  to 
the  north  of  the  sea  breeze  front.  The  situation  is  illustrated  in  Figure  14. 
He  also  occasionally  encountered  upward  speeds,  as  much  as  8  m/sec.  The 
glider  pilot  was  able  to  discern  the  location  of  the  narrow  belt  of  upward 
moving  air  by  following  the  wisp  of  clouds  which  formed  in  the  moist  rising 
sea  air. 


*  The  sea  breeze  circulation  is  explained  in  Appendix  A. 
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Figure  13 

Sample  synoptic  charts  and  isochrones  of  the  sea  breeze 
front  on  6  July  1956.  Note  that  the  visibilities  are 
plotted  in  km.  From  Reference  13. 
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Figure  14 

In  this  cross-section  of  a  sea  breeze  front  the  vertical  motion  field  and 
cloud  structure  are  illustrated  schematically  and  not  to  the  horizontal 
scale  indicated.  The  structure,  which  was  first  sketched  by  J.  K.  MacKenzie, 
is  almost  identical  with  that  noted  by  E.  A.  Moore  on  21  May  1958.  On 
this  latter  occasion,  however,  sections  of  the  front  were  marked  by  a 
visibility  contrast  rather  than  a  distinctive  cloud  pattern.  From  Reference  13. 
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Figure  15 

Hourly  vector  mean  winds  at  Kinloss  in  August  Based  on 

Data  for  40  sea-breeze  days  between  1959  and  1965.    From  Reference  14. 
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As  seen  in  Figure  13,  the  sea  breeze  front  penetrated  30  to  70  kiloneters 
inland.  There  is  a  definite  shift  in  the  wind  direction  --  a  shear  line  -- 
and  a  noticeable  increase  in  the  dewpoint  temperature,  distinguishing  the 
moist  sea  breeze  air  from  the  drier  air  existing  over  the  countryside. 
It  should  also  be  noted  that  surface  temperature  changes  across  the  sea 
breeze  front  were  hardly  noticeable. 

On  another  occasion,  21  May  1958,  a  two-seater  glider  reported  similar 
circumstances  to  those  described  above.  However,  the  sea  breeze  front 
was  not  marked  by  wispy  cloud  formation  but  rather  by  the  haziness  of 
the  particular  air  mass  composing  the  sea  breeze  air.  That  is,  to  the 
north  of  the  sea  breeze  front,  visibility  was  very  good  and,  consequently, 
the  edge  of  the  haze  was  sharp  enough  to  keep  track  of  a  2  m/sec  ascent 
of  air  in  a  belt  only  100  m  wide  and  200  m  to  the  north  of  the  haze. 
The  glider  pilots  in  both  situations  researched  altitudes  in  excess  of 
1500  m  (about  5,000  feet). 

Mr.  Wallington  reports  that  it  is  not  unconmon  for  two  or  more  parallel 
belts  with  sea  breeze  frontal  characteristics  to  exist  simultaneously. 
After  the  first  sea  breeze  front  moves  inland  the  air  behind  it  begins  to 
take  on  the  characteristics  of  the  air  that  existed  prior  to  the  sea 
breeze  frontal  passage  primarily  as  a  result  of  thermal  mixing  over  the 
land.  Thus,  for  example,  if  a  sea  breeze  passes  an  inland  point  at  10  A.M., 
another  sea  breeze  situation  may  develop  and  pass  through  the  same  location 
around  2  or  3  P.M. 

Mr.  Wallington  pointed  out  that  a  salient  factor  in  sea  breeze  development 
is  not  so  much  the  contrast  between  sea  and  land  surface  temperatures  as 
the  difference  between  the  mean  temperature  of  the  lowest  kilometer  or  so 
of  the  sea  breeze  air  and  the  air  warmed  by  inland  convection. 

This  example  shows  that  the  sea  breeze  represents  a  zone  of  strong  vertical 
motion  and  turbulence.  Consequently,  simple  plume  dispersion  models  when 
applied  to  these  meteorological  conditions  will  be  extremely  conservative, 
i.e.,  greatly  overpredict  the  ground  level  concentration. 
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Example  #2 

The  wind  direction  during  40  August  sea-breeze  days  between  1959  and  1965 
at  Kinloss,  Scotland  is  shown  in  Figure  15.  The  points  on  the  diagram  are 
the  ends  of  the  wind  vectors  for  each  hour  plotted  from  the  origin  of 
the  diagram  towards  the  direction  from  which  the  wind  blows  and  are 
labeled  with  the  hours  to  which  they  apply.  The  orientation  of  the  coastline 
is  shown.  The  ends  of  the  wind  vectors  are  distributed  approximately  on 
an  ellipse,  the  direction  of  the  wind  remaining  almost  unchanged  during 
the  night  and  early  morning  and  veering  (turning  clockwise)  gradually  during 
the  day,  the  speed  reaching  a  maximum  between  1,300  and  1,500  GMT. 

The  figure  shows  how  the  wind  direction  gradually  shifts  from  easterly 

around  1900  to  SSE  by  midnight  to  westerly  by  0900  and  finally  to  a 

sea  breeze  from  1000  to  1700  GMT.  As  is  usually  the  case  the  sea  breeze 

is  much  stronger  than  the  land  breeze.  The  sea  breeze  blew  inland  a  distance 

in  excess  of  50  miles  (14). 

This  example  demonstrates  that  the  sea  breeze/land  breeze  phenomenon  is 
a  steadily  changing  situation  and  hence,  affords  excellent  diffusion  of 
OCS  source  emissions. 

Example  #3 

Several  observations  of  sea  breeze  fronts  were  made  near  the  Lasham 
Gliding  Center,  Hampshire,  England  (15).  Most  of  the  fronts  showed  a 
gradual  increase  in  speed  of  progress  inland  from  3  knots  or  less  near 
the  coast  to  7  or  8  knots  in  the  later  stages.  Figure  16  indicates  the 
sea  breeze  penetrated  better  than  40  miles  inland.  Glider  pilots  found 
lift  in  narrow  strips  parallel  to  broken  sections  of  low  "curtain  cloud." 
They  climbed  to  heights  near  4,000  feet.  It  was  pointed  out  that  three 
visual  markers  delineate  the  sea  breeze  front  —  clouds,  haze,  or  birds  ~ 
for  glider  pilots. 
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Figure  16 


Average  GMT  isochrones  for  the 
16  sea-breeze  fronts  which  passed 
Lasham  in  1962-3.     Thermo-hygrograph 
stations  are  underlined. 
From  Reference  15. 


Figure  17 

flap  of  airflow  across  Los  Angeles 
during  typical  sea  breeze  (Edinger 
and  Helvey)  SFCZ  refers  to  the 
San  Fernando  Convergence  Zone  and 
ECZ  to  the  Elsinore  Convergence  Zone. 
From  Reference  18. 


Figure  18 

Generalized  sea  breeze  flow 
along  straight,  convex,  and 
concave  coastlines. 
From  Reference  16. 
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This  example  illustrates  that  the  sea  breeze  air  of  the  marine  layer  is 
quite  different  from  that  of  the  polluted  air  over  Los  Angeles. 

Example  #4 

The  sea  breeze  and  its  vertical  structure  in  the  Boston  Basin  is  described 
by  James  Barbato  (16).     He  reports  that  the  Boston  sea  Breeze  normally 
does  not  flow  inland  beyond  28  kilometers  (17  +  miles).     The  actual  depth 
of  the  sea  breeze  circulation  ranges  from  330  meters  to  1,230  meters  with 
an  average  of  about  500-600  meters. 

The  Boston  sea  breeze  was  characterized  as  follows:     It  advects  cooler, 
more  stable  marine  air  into  the  basin  behind  a  frontal    zone,  exhibiting 
vigorous  turbulent  motion  similar  to  the  passage  of  a  macroscale  cold 
front.     "The  turbulent  motions  at  the  sea  breeze  front  and  the  potential 
"piling  up"  of  atmospheric  pollutants  in  advance  of  the  front  by  the 
regional  wind  may  be  responsible  for  significant  short-term  increases  of 
pollutants  accompanying  the  onset  of  the  sea  breeze."     Note  ~  these 
pollutants  are  those  emitted  by  land  based  sources. 

Example  #5 

An  Oregon  sea  breeze  was  studied  by  Andrew  Johnson,  Jr.  and  James  J.  O'Brien 
(17).  The  observations  were  made  near  Newport,  Oregon  where  the  coastline 
is  oriented  nearly  north-south.  The  sea  breeze  often  penetrated  a  distance 
of  60  kilometers.  At  the  coast  the  marine  layer  appears  to  deepen  at 
the  onset  of  the  sea  breeze.  The  depth  of  the  sea  breeze  was  not  easy 
to  discern  since  easterly  winds  aloft  are  common  in  this  area. 

This  example  illustrates  the  area!  extent  of  a  west  coast  sea  breeze. 
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4o2  Southern  CaTifornia  Sea  Breeze 

The  Southern  California  sea  breeze  was  described  in  an  article  by  J.  Aldrich 
of  the  Los  Angeles  Weather  Bureau  (18). 

The  California  sea  breeze  is  complicated  by  a  temperature  inversion  above 
the  cool  sea  air,  plus  a  varied  pattern  of  coastal  hills  and  rugged 
mountain  ranges.  The  mountains  effectively  block  out  much  of  the  maritime 
air,  although  some  sea  air  does  rise  several  thousand  feet  above  sea  level 
to  flow  through  mountain  passes  into  the  desert.  The  temperature  difference 
between  coast  and  upper  coastal  valleys  often  exceeds  15  deg  C  (27  deg  F) 
on  summer  afternoons,  and  a  strong  sea  breeze  develops.  Warm  dry  air  above 
the  marine  layer  is  formed  by  descent  from  higher  altitudes  around  the 
Pacific  high-pressure  cell  off  the  California  coast. 

Mr.  Aldrich  describes  the  San  Fernando  Convergence  Zone  and  the  Elsinore 
Convergence  Zone  as  shown  in  Figure  17.  The  westerly  branch  of  clear  air 
meets  the  southeast  flow  from  the  city  in  the  western  portion  of  the 
San  Fernando  Valley;  the  resulting  shear  line  progresses  eastward  to  the 
central  portion  of  the  valley  during  the  afternoon.  Much  of  the  combined 
mass  of  air  is  pumped  aloft  along  the  shear  line,  while  some  is  diverted 
north  and  northeast  into  the  high  desert.  The  easterly  current  is  about 
2,000  feet  deep,  and  the  flow  aloft  diverges  laterally  above  this  level 
according  to  winds  aloft  and  stability. 

Aldrich  relates  Edinger's  description  of  a  shear  line  in  the  Elsinore  area 
which  marks  the  southeastern  boundary  of  polluted  air  from  Los  Angeles. 
This  latter  area  has  long  been  popular  with  the  soaring  fraternity  as  the 
source  of  extra  lift  for  gliders  along  the  convergence  zone.  Here  two 
currents  flow  around  the  Santa  Ana  Mountains,  reaching  Elsinore  from  both 
the  northwest  and  the  south.  This  shear  line  extends  east-northeastward 
toward  the  San  Gorgonio  Pass.  Although  shear  is  present  much  of  the  day 
during  surnner  and  fall  months,  the  real  sea  breeze  arrives  in  late  afternoon 
v^ith  freshly  polluted  air  and  is  known  locally  as  the  "smog  front."  It  behaves 
much  like  a  classical  cold  front,  ploughing  up  the  warmer  unstable  air 


52 


898 


accompanied  by  dust  devils  and  thermals  in  abundance.  However,  the  cooler 
air  which  follows  has  no  lift  whatever  and  the  glider  pilot  caught  on  the 
smoggy  side  of  the  line  will  have  trouble  in  getting  back  to  port.  As  the 
"smog  front"  approaches  Elsinore,  the  pre-existing  shear  line  remains  about 
stationary  so  the  resulting  squeeze  produces  excellent  lift.  Altitudes 
reached  by  rising  air  currents  depend  upon  the  ever-changing  stability 
pattern,  but  commonly  fall  within  the  6,000  to  12,000  foot  range  above  sea 
level  for  the  usual  dry  thermal  type  of  lift. 

J.  K.  Angell,  et  al .  performed  a  study  of  relative  diffusion  within  the 

* 
Los  Angeles  Basin  using  tetroon  triads  (19).  Tetroon  dispersion  was 

increased  by  encounter  with  the  sea  breeze  from  the  west,  generally  by  a 

factor  of  2.  Some  experiments  indicated  a  decrease  in  triad  size  before  the 

sea  breeze  reversal  implying  the  existence  of  horizontal  convergence. 

The  work  by  Barbato  (Example  #4,  Section  4.1)  describes  the  directional 

flow  of  the  sea  breeze  associated  with  coastal  irregularities.  The  diagram 

is  reproduced  here  as  Figure  18.  The  Palos  Verdes  coastal  area  of 

Southern  California  represents  an  area  of  convergence  whereas  the  Santa  Barbara 

to  Ventura  coastline  represents  an  area  of  divergence.  Consequently, 

upward  motion  and  greater  dispersion  would  be  associated  with  the  sea 

breeze  of  the  former  and  a  general  decrease  in  turbulence  and 

minimal  dispersion  would  be  associated  with  the  sea  breeze  of  the  latter. 

As  pointed  out  elsewhere,  the  ocean  winds  of  the  coastline  tend  to  blow 

parallel  to  the  coast  in  the  Santa  Barbara  area,  whereas  in  the  Palos 

Verdes  area  the  onshore  flow  may  be  directed  towards  the  coast  from  a 

distance  of  40  miles.  In  particular,  onshore  flow  near  Palos  Verdes  is 

likely  to  occur  during  a  stratus  eddy  condition  or  a  Santa  Ana  type  B, 

as  shown  by  Dames  &  Moore  (20). 


*  A  tetroon  is  constant  density  level  balloon  that  may  carry  an  instrument 
package  and  is  tracked  to  determine  the  motion  of  air  parcels. 
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An  interesting  fact  is  derived  from  another  tetroon  study  performed  by 
J.  K.  Angell,  et  al,  (21).  The  decrease  in  ozone  is  much  more  abrupt 
than  the  decrease  in  temperature  and,  as  a  consequence,  ozone  is  often 
a  better  delineator  of  the  sea  breeze  front  than  is  the  temperature. 

In  still  another  field  investigation  by  Angell,  et  al.,  the  investigators 
attempted  to  study  land  and  sea  breeze  trajectories  (22).  Figures  19  and 
20  illustrate  several  trajectory  releases  showing  the  oscillation  in  the 
wind  field  from  land  breeze  to  sea  breeze  to  land  breeze,  etc.  In  particular, 
these  figures  illustrate,  as  suggested  earlier,  that  the  sea  breeze 
regime  extends  out  to  Catalina  Island,  some  40  miles  seaward.  In  Figure  21 
we  see  two  tetroons  that  were  released  from  a  research  vessel,  Velero  IV. 
The  release  near  Santa  Cruz  Island  suggests  the  sea  breeze  regime  extended 
that  far  oceanward,  about  25  miles. 

The  tetroon  trajectories  off  the  coast  of  Southern  California  in  the 
summer  time  graphically  demonstrate  that  the  marine  layer  flow  is  not  a 
steady  onshore  flow  as  the  CARB  asserted  in  its  definition  of  CCW.  Quite 
the  contrary,  the  tetroon  trajectories  show  that  the  wind  field  varies  in 
both  the  horizontal  and  vertical  directions.  Pollutants  emitted  by  DCS 
sources  will  generally  follow  long  circuitous  routes  while  being  continuously 
diffused  throughout  the  marine  layer.  This  information  supports  Teknekron's 
contention  that  DCS  sources  will  cause  negligible  impact  to  onshore  air 
quality  in  Southern  California. 
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Figure  19 
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Trajectory  of  flights  30  and  31 
(solid  lines),  and  of  a  flight 
released  from  Velero  IV  on  a  differ- 
ent date  (dashed  line),  shov^ing 
reversal  from  land  breeze  to  sea 
breeze.  Tetroon  positions  at  1-hr 
intervals  and  local  standard  times 
are  indicated  at  6-hr  intervals. 
Winds  at  Los  Angeles  (LAX),  Long 
Beach  (LGB)  and  Santa  Catalina  (SXC) 
airports,  during  the  time  of  flights 
30  and  31,  are  plotted  at  3-hr 
intervals,  as  are  surface  winds 
obtained,  on  a  different  date,  from 
the  nearby  Velero  IV.  Terrain 
height  above  300  m  is  shown  by 
stippling.  From  Reference  21. 


Figure  20 


Trajectory  of  flight  21  showing  a 
close  approximation  to  a  diurnal 
recirculation  regime.  Otherwise, 
see  legend  for  Fig.  From  Reference  21, 


901 


Figure  21 


Trajectories  of  two  tetroons  launched 
from  Velero  IV,  showing  reversal 
from  land  breeze  to  sea  breeze. 
Tetroon  positions  at  1-hr  intervals 
and  local  standard  times  are 
plotted  at  6-hr  intervals.  Nearby 
surface  winds,  appropriate  to  the 
northern  (N)  and  southern  (S) 
trajectories  and  obtained  from  the 
Velero  IV,  are  shown  at  bottom. 
Terrain  height  above  300  m  is  shown 
by  stippling.  From  Reference  22, 


4.3  Summary  of  Theoretical  Investigations  of  the  Sea  Breeze 

Several  two-dimensional  and  three-dimensional  numerical  simulations  of  the 
sea  breeze  have  been  attempted  by  researchers  (23,  24,  and  25).  The  limit- 
ation of  the  calculations  to  two  dimensions  (the  vertical  direction  and 
along  the  wind  direction)  has  not  been  made  by  choice,  but  rather  has  been 
dictated  by  the  computational  limitations  of  the  computer.  Even  today,  a 
fully  three-dimensional  sea  breeze  simulation  takes  a  substantial  amount  of 
computer  time,  thus  making  extensive  experimentation  with  such  a  model  pro- 
hibitively expensive. 

Computer  models  that  simulate  the  sea  breeze  phenomenon  generally  capture 
all  of  the  essential  details.  Depending  upon  the  initial  external  boundary 
conditions  imposed,  the  sea  breeze  models  will  show  marine  layers  from  200 
to  1000  M  in  depth,  return  flow  extending  to  depth  of  10,000  M,  and  wind 
shifts  when  heating  is  turned  off. 

Simulation  of  the  general  features  of  the  Los  Angeles  sea  breeze  has  been 
attempted.  However,  due  to  the  intensity  of  the  Pacific  high  subsidence 
inversion,  the  configuration  of  the  Los  Angeles  Basin,  the  variability  of 
the  marine  layer  in  response  to  the  sea  breeze  return  flow,  and  other  fac- 
tors including  the  lack  of  data  over  the  ocean,  no  successful  computer 
runs  of  the  Los  Angeles  sea  breeze  have  been  published  in  the  literature 
to  our  knowledge. 
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4.4  PCS  Pollutant  Emissions  and  the  Southern  California  Sea  Breeze  Regime 

From  the  preceding  discussion  it  is  clear  that  the  sea  breeze  structure  is 
quite  complex  and  shows  considerable  variation  in  time  and  location.  It  is 
impossible  to  characterize  it  simplistically  and  expect  such  a  characterization 
to  permit  even  a  generalization  of  the  expected  onshore  air  quality 
impacts  due  to  offshore  activities.  The  complexity  of  the  near  shore  flow 
under  the  combined  influence  of  meso-,  macro-,  and  micro-scale  events  require 
a  much  more  detailed  analysis  before  one  can  determine  precisely  the 
potential  for  air  quality  impacts  due  to  a  variety  of  OCS  operations  off  any 
coastal  region.  The  lack  of  available  observations  in  this  region  combined 
with  the  relatively  little  attention  that  has  been  paid  to  the  flow  dynamics 
currently  precludes  the  formulation  of  conclusions  relative  to  the  seaward 
extent  of  the  sea  breeze  as  a  function  of  time  and  location  in  the  Southern 
California  Bight. 
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5.0  CONCLUSIONS 

This  report  critiques  the  definition  of  CCW  developed  by  the  CARB  and 
demonstrates  that  CARB's  conclusion  that  winds  over  the  OCS  almost  always 
blow  onshore,  even  from  distances  of  sixty  or  more  miles  off  the  coast  of 
California,  is  not  substantiated  by  the  existing  data.  Using  the  data 
relied  upon  by  CARB  and  other  available  information,  Teknekron  demonstrates 
that  the  winds  tend  to  blow  parallel  to  the  coastline  in  the  Southern 
California  Bight.  It  is  further  demonstrated  in  this  report  that  the 
simplified  climatological  analysis  used  by  the  CARB  staff  is  wholly 
inadequate  to  establish  that  OCS  emissions  adversely  impact  onshore  air 
quality.  To  the  contrary,  analytical  work  performed  by  Teknekron  and 
Engineering  Science,  Inc.  demonstrate  that  OCS  source  emissions  will  not 
significantly  impact  such  air  quality  (4,12). 

More  specifically,  Teknekron 's  review  and  analyses  of  coastal  station 
surface  wind  measurements,  tetroon  trajectories  and  tracer  studies  indicate 
that  the  shoreline  wind  regime  is  highly  variable  in  both  speed  and  direction. 
Hence,  any  pollutants  that  may  be  contained  in  the  sea  breeze  should 
experience  good  dilution,  i.e.,  sufficient  diffusion  to  prevent  any  buildup 
of  surface  concentrations  of  emissions  from  OCS  sources.  Taken  as  a  whole, 
the  available  literature  indicates  that  the  transport  and  dispersion  of 
pollutants  over  water  is  a  complex  process.  Surface  layer  conditions  may 
range  from  quite  stable  to  unstable.  Winds  may  be  very  light  to  gale  force. 
With  respect  to  the  waters  off  of  the  coast  of  Southern  California,  the 
evidence  indicates  the  winds  usually  blow  parallel  to  the  coast  and, 
when  they  do  blow  onshore  during  a  sea  breeze  regime,  the  wind  speed  is 
moderate  to  strong,  resulting  in  rapid  dilution  of  any  OCS  emissions  being 
transported  onshore. 

It  is  Teknekron's  opinion  that  the  existing  information  shows  OCS  sources 
in  the  Southern  California  Bight  will  have  a  negligible  impact  on  onshore 
air  quality.  Sufficient  meteorological  data  exists  to  determine  reasonable 
upper  bounds  on  the  expected  impact  of  future  OCS  development  off  the  coast 
of  Southern  California  on  onshore  air  quality.  Site  specific  analysis  is 
required,  and  it  is  Teknekron's  professional  opinion  that  such  analysis 
will  show  that  no  signficant  impact  will  result  in  most  cases. 
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Appendix  A 

A  BRIEF  DISCUSSION  OF  SOME  OF  THE  CRITICAL  FACTORS  THAT 

CONTROL  POLLUTANT  DISPERSION  IN  THE  VICINITY 

OF  THE  SOUTHERN  CALIFORNIA  COAST 


AJ  The  Wind  Field 

The  motion  we  know  as  wind  occurs  as  a  result  of  the  differential  heating 
of  the  earth's  atmosphere.  Since  the  tropical  latitudes  are  heated  more 
than  the  polar  latitudes,  south  to  north  temperature  gradients  occur 
which  result  in  north  to  south  pressure  gradients.  In  the  absence  of  the 
rotation  of  the  earth  about  its  axis,  the  air  would  rise  in  the  equatorial 
regions  and  a  north  to  south  surface  wind  would  occur  to  replace  the  rising 
air.  The  resulting  circulation  would  appear  as  in  Figure  Al.  However, 
the  rotation  of  the  earth  causes  winds  in  the  middle  latitudes  that  move 
from  west  to  east  --  the  so-called  westerlies  —  and  winds  in  the  polar 
and  tropical  latitudes  to  move  from  oast  to  west  ~  the  so-called  polar 
easterlies  and  the  trade  winds,  respectively. 


Figure  Al 
Circulation  of  the  Atmosphere  if  the  Earth  Did  Not  Rotate 
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Since  the  earth  revolves  about  the  sun  at  an  angle  of  approximately  23*5  degrees, 
any  given  location  on  the  earth  in  the  northern  hemisphere  will  receive 
more  heating  in  the  summer  than  the  winter,  hence  the  seasons.  Corresponding 
to  the  seasons  is  a  change  in  the  mean  position  of  the  so-called  semi- 
permanent high  and  low  pressure  systems  (see  Figures  A2  and  A3).  With 
respect  to  Southern  California,  the  dominant  synoptic  scale  weather  feature 
during  the  summer  (the  season  of  interest  because  of  the  associated  poor 
air  quality)  is  the  Pacific  anticyclone  or  high  pressure  system. 

In  the  northern  hemisphere  the  circulation  about  a  high  pressure  system  is 
clockwise,  hence  the  wind  direction  in  the  marine  layer  off  of  the  coast  of 
California  varies  from  NW  to  NE  depending  upon  the  mean  position  of  the 
center  of  this  anticyclone.  See  Figure  A4.  If  there  did  not  exist  a 
"west  coast,"  then  indeed  the  wind  directions  at  the  present  location  of 
the  State  of  California  would  be  as  described  since  the  atmospheric  motion 
would  be  strictly  in  response  to  the  circulation  about  the  Pacific  anticyclone. 
However,  the  west  coast  does  exist  and  in  particular,  the  special  topographical 
configuration  of  California  exists.  Since  the  coast  of  Southern  California 
is  oriented  TiW  to  SE  and  in  some  places  almost  W  to  E,  the  wind  field  would 
for  the  most  part  be  nearly  parallel  to  the  coast  if  the  land  mass  had 
negligible  effect  on  the  atmosphere. 

Therefore,  in  the  absence  of  the  wind  motion  induced  by  the  Southern 
California  land  mass,  the  winds  in  the  marine  layer  would  be  essentially 
parallel  to  the  coastline.  That  is  the  synoptic  scale  motion  is  governed 
by  the  Pacific  high  pressure  system.  The  wind  speed  and  wind  direction 
respond  to  the  intensity  of  the  large  scale  pressure  gradient  and  the 
mean  position  of  the  anticyclone  respectively. 

Of  course,  the  land  mass  does  in  fact  change  the  direction  of  the  wind, 
especially  in  the  summertime  when  the  air  over  the  land  becomes  much 
hotter  than  the  air  over  the  adjacent  ocean  during  the  day  and  conversely, 
the  air  over  the  land  is  cooler  than  the  air  over  the  water  at  night. 
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Figure  A4 


Example  Positions  of  the  Pacific  Anticyclone  and 
the   Synoptic  Scale  Wind  Direction 

(pressure  in  millibars) 
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Whereas  the  Pacific  high  is  a  circulation  system  about  3,000  or  more 
kilometers  across  (synoptic  scale),  the  Los  Angeles  Basin  is  on  the  order 
of  100  kilometers  in  width,  i.e.,  the  induced  circulation  occurs  on  a 
smaller  scale  —  the  mesoscale.  During  the  daylight  hours  in  the  sutrmer  the 
land  mass,  especially  the  Santa  Monica  Mountains  and  the  San  Gabriel  Mountains, 
begin  to  heat  up  in  turn  heating  the  lowest  layers  of  the  atmosphere  above 
the  mountain  surfaces.  Simultaneously,  the  mass  of  concrete  that  represents 
greater  Los  Angeles  also  begins  to  heat  up  likewise  heating  the  lowest  layers 
of  the  adjacent  atmosphere.  By  10  or  11  A.M.  a  thermal  low  has  developed 
over  the  basin.  The  resulting  horizontal  pressure  gradient  forces  the 
cooler  air  at  sea  inland  to  replace  the  rising  basin  air  and  a  circulation 
begins  similar  to  that  shown  in  Figure  A5.  This  is  the  so-called  sea  breeze. 
Since  the  heating  is  greatest  from  the  noon  to  middle  afternoon  hours,  the 
sea  breeze  is  stronger  in  the  afternoon. 

It  is  important  to  also  recognize  that  the  intensity  of  the  sea  breeze 
varies  from  day  to  day.  That  is,  sometimes  the  sea  breeze  winds  are  stronger 

than  at  other  times  and  the  direction  and  speed  of  the  sea  breeze  changes 

both  during  the  day  and  from  one  day  to  the  next. 

Remember,  the  sea  breeze  is  a  daytime  phenomenon.  At  night  the  surface  wind 
direction  reverses.  The  air  over  the  land  cools  faster  than  the  air  over 
the  water  especially  at  the  higher  altitudes.  The  resultant  of  the  drainage 
winds  and  the  horizontal  temperature  gradient  from  land  to  water  is  the 
so-called  land  breeze.  With  respect  to  both  the  sea  breeze  and  the  land 
breeze  the  duration,  intensity  and  direction  of  the  surface  wind  in  the 
vicinity  of  the  coast  is  a  function  of  the  position  of  the  Pacific  semi- 
permanent high  and  the  strength  (pressure  gradient)  of  that  system. 

At  this  point  in  our  discussion  we  mention  that  the  CARB  analysis  persuant 
to  the  definition  of  CCW  focused  on  the  sea  breeze  and  made  no  mention  of 
the  flow  reversal  during  the  nighttime  hours.  In  reality  the  surface  wind 
goes  through  a  diurnal  oscillation.  If  we  begin  with  an  offshore  flow  in 
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the  early  morning  hours  before  sunrise,  i.e.,  an  east  to  west  flow,*  we 
find  the  wind  direction  begins  to  shift  to  southerly,  than  has  a  westerly 
component  as  the  land  is  heated  and  the  beginning  of  the  sea  breeze  regime 
is  initiated.  Later  in  the  day  the  winds  shift  to  northwest  and  then 
rotate  to  northeast  and  then  easterly  as  the  land  breeze  takes  over  a  few 
hours  after  sunset.  Consequently,  it  should  be  clear  that  offshore  source 
emissions  may  only  come  ashore  if  they  are  "caught  up"  in  the  sea  breeze 
regime  during  the  day.  We  emphasize  "may  come  ashore"  because  it  depends 
how  far  out  to  sea  the  sea  breeze  is  manifested  and  how/where  it  rotates 
as  the  hours  of  the  day  pass  on. 

Up  until  now  we  have  been  discussing  surface  winds.  It  is  a  fact  that  the 
wind  direction  changes  with  height  because  of  the  frictional  effect  of  the 
surface  of  the  earth.  That  is,  the  wind  veers  (turns  clockwise)  with 
height.  Hence,  the  wind  may  be  northwest  at  the  surface  and  at  the  top 
of  the  marine  layer  (300-600  meters)  it  will  be  out  of  the  north  northwest 
to  north.  Pollutants  released  more  than  five  rriles  at  sea  and  rising  to 
the  upper  levels  of  the  marine  layer  may  never  reach  the  shoreline. 

In  summary,  we  now  understand  that  the  "local"  observed  wind  is  a  manifestation 
of  several  scales  of  motion.  The  actual  movement  of  the  surface  air  is  in 
response  to  the  synoptic  scale  pressure- gradient,  the  mesoscale  perturbations 
imposed  on  the  synoptic  scale  (for  example,  the  sea  breeze),  and  the  effects 
of  topography  (such  as  mountains  or  tall  buildings)  on  the  microscale.  In 
addition,  we  know  that  mesoscale  phenomenon  such  as  sea  breeze/land  breeze 
or  up  valley/down  valley  winds  induce  a  360  degree  oscillation  in  the 
wind  direction.  Finally,  because  of  the  drag  of  the  earth  on  the  atmosphere, 
the  wind  direction  veers  (rotates  clockwise)  with  height. 


*  It  should  be  noted  that  the  directions  given  herein  are  nominal  wind 
directions  since  the  orientation  of  the  coastline  will  determine  the 
compass  direction  of  onshore  flow.  In  this  example  we  chose  a  N-S 
coastline. 
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With  respect  to  the  OCS  of  Southern  California  we  can  answer  a  number  of 
questions  regarding  the  potential  impact  of  offshore  sources  on  onshore 
air  quality  by  comparing  the  results  of  several  different  kinds  of  studies 
with  our  basic  understanding  of  the  local  circulation  pattern.  For  example, 
in  Section  4.0,  Teknekron's  discussion  of  theoretical  and  observational 
studies  of  the  California  bight,  we  attempted  to  ascertain  the  likely 
lateral  seaward  extent  of  the  Southern  California  sea  breeze  and  hence, 
the  maximum  distance  that  offshore  emissions  could  be  "caught  up"  in  an 
onshore  flow  field.  Any  source  located  further  from  shore  may  emit 
pollutants  but  they  would  not  be  transported  by  the  sea  breeze  towards 
land. 


A. 2  Marine  Layer 

The  concept  of  a  marine  layer  is  to  distinguish  between  that  part  of  the  air 
mass  close  to  the  water  surface  and  the  remainder  of  the  air  mass.  The 
atmospheric  marine  layer  may  be  a  few  hundred  meters  thick  as  it  is  off  of 
the  coast  of  Southern  California  or  it  may  virtually  extend  to  the  top  of 
the  troposphere  as  it  does  over  the  tropical  oceans.  When  the  air  in  the 
marine  layer  is  transported  over  land  it  is  modified  by  the  thermal 
properties  of  the  land  mass  until  it  is  no  longer  distinguishable. 

The  marine  layer  of  the  California  bight  is  not  a  static,  relatively  fixed 
in  vertical  extent  boundary  layer.  Rather,  the  depth  of  the  marine  layer 
varies  considerably  from  place  to  place,  from  hour  to  hour,  and  from  day  to 
day  off  of  the  coast  of  California.  This  variability  is  greatest  close  to 
the  land  (within  approximately  50  miles  of  the  coast). 

Figures  A6  and  A7  illustrate  the  degree  of  variability  that  occurs  in  the 
depth  of  the  marine  layer  on  two  successive  days  in  the  summer  of  1976. 
These  diagrams  are  typical  of  the  changing  state  of  the  marine  layer. 

During  the  sunmertime  the  air  in  the  marine  layer  is  cooler  than  that  over 
the  land  during  the  daytime.  Figures  A8  and  A9  illustrate  typical  profiles  of 
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Figure  A8 


Temperature  and  Humidity  Soundings  Upwind  and  Downwind  of 
San  Nicolas  Island,  August  17^  1966,  0716-0741  POST 
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Figure  A9 

Schematic  of  Representative  Temperature  and  Humidity 

Soundings  Over  the  Western  Part  of  the 

Los  Angeles  Basin 
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temperature  and  relative  humidity  of  the  Southern  California  marine  layer 
as  compared  to  the  afternoon  boundary  layer  over  an  inland  station. 


A. 3     Atmospheric  Stability  Regimes 

Whereas  the  three-dimensional  wind  field  is  the  agent  that  determines 
where  and  how  fast  a  pollutant  is  transported,  the  "local"  atmospheric 
stability  determines  the  rate  of  diffusion  of  the  plume  of  pollutants. 
As  the  plume  moves  downwind  it  may  or  may  not  enter     into  a  different  "local" 
stability  regime.     For  example,  a  plume  that  passes  near  an  island  or 
over  warmer  water,  or  moves  from  over  water  to  over  land,  will   normally 
experience  a  greater  rate  of  diffusion  in  the  daytime. 
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Meteorologists  generally  classify  atmospheric  stability  into  one  of  six 
categories  according  to  the  rate  of  change  of  temperature  with  height  (the 
lapse  rate).  Figure  AlO  shows  the  characteristic  plumes  that  are  generally 
identified  with  very  stable  to  very  unstable  lapse  rates.  As  the  reader 
can  see  in  Figure  AlO,  stable  atmospheres  retard  the  diffusion  of  a  plume 
in  the  downwind  direction.  It  is  important  to  observe  that  very  stable 
stability  is  associated  with  light  wind  speeds,  say  less  than  six  miles 
per  hour  or  about  three  meters  per  second.  The  same  is  often  true  of  a 
very  unstable  atmosphere.  As  the  atmosphere  approaches  neutral  stability, 
category  D,  from  either  the  stable  side,  category  E,  or  the  unstable 
side,  category  C,  the  wind  speed  increases  to  ten  or  more  miles  per  hour. 
This  important  fact  is  referred  to  in  our  discussion  of  the  dispersion 
(transport  and  diffusion)  of  emissions  from  OCS  sources  (see  Section  3.0). 

Pollutants  emitted  in  the  OCS  of  Southern  California  during  the  sumnertime 
may  experience  stable,  neutral  or  unstable  atmospheric  conditions  at  the  OCS 
source  location  and  experience  a  different  stability  category  at  some  distance 
downwind.  The  critical  significance  of  the  interaction  of  the  stability 
regime  and  the  wind  field  as  applied  to  OCS  sources  in  the  California 
bight  is  discussed  in  Section  3.5. 


A. 4  Subsidence  Inversion 

In  general  the  temperature  in  the  atmosphere  decreases  with  height  from  the 
surface  to  the  top  of  the  troposphere  (see  Figure  All).  However,  there 
are  a  number  of  specific  situations  where  the  reverse  is  true,  i.e.,  the 
temperature  increases  with  height.  This  type  of  vertical  temperature 
change  or  lapse  rate  is  known  as  an  inversion.  Examples  of  inversions  are 
(1)  nocturnal  cooling  of  the  earth's  surface  at  night  due  to  radiation  of 
heat  to  space  and  the  subsequent  cooling  by  conduction  of  the  air  adjacent 
to  the  ground  and  (2)  the  circulation  around  the  eastern  side  of  a  high 
pressure  system  which  results  in  adiabatic  compression,  i.e.,  sinking  of 
the  air  and  subsequent  increase  in  temperature  due  to  compression  (see 
Figure  8). 
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Figure  AlO 

Variation  of  Pollutant  Concentrations 
Due  to  Meteorologic  Variations 
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Source:  Meteorology  and  Atomic  Energy,  1968. 
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Figure  All 

Graphs  of  Mean  Winter  and  Summer  Temperature 
Soundings  in  the  North  American  Region 
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Source:  Your  Guide  to  the  Weather,  1964. 


The  latter  condition  is  characteristic  of  the  situation  off  of  the  coast 
of  Southern  California.  The  lower  the  subsidence  inversion  the  shallower 
the  depth  of  the  marine  layer.  As  the  Pacific  semi -permanent  high  pressure 
system  moves  slowly  north,  south,  east,  or  west  contracting  or  expanding 
in  response  to  the  other  lows  and  highs  in  the  general  circulation  of  the 
earth's  atmosphere,  so  does  the  position  of  the  low  and  high  points  of  the 
depth  of  the  marine  layer  change  as  previously  shown  in  Figures  A6  and  A7. 
The  sea  breeze  phenomenon  was  explained  in  the  section  on  the  wind  field. 
It  was  noted  that  there  is  an  east  to  west  return  circulation  at  the  base 
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of  the  subsidence  inversion  as  shown  in  Figure  A5.  The  air  in  this  return 
flow  may  be  warmer  than  that  at  the  same  altitude  over  the  ocean.  Consequently, 
the  subsidence  inversion  base  will  be  intensified  and  lowered  as  shown  in 
Figure  A12.  The  air  beneath  the  subsidence  inversion  in  the  now  shallower 
marine  layer  will  speed  up  (Bernoulli  effect)  as  it  approaches  the  coast. 
This  action  will  result  in  greater  dilution  of  any  pollutants  in  the  wind 
stream. 


Figure  A12 

Schematic  Showing  the  Reduction  in  the  Depth  of  the  Marine  Layer 
Due  to  Warm  Air  Advection  (Return  Flow  of  Sea  Breeze) 
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A. 5  Southern  California  Coastal  Topography 

An  inspection  of  the  geography  of  Southern  California  indicates  that  there  are 
several  irregularities  in  the  terrain  which  will  produce  flow  fields  unique 
to  this  area.  To  name  a  few,  we  observe  the  shift  from  the  predominantly 
northwest  to  southeast  orientation  of  the  coastline  to  a  near  west  to  east 
orientation  south  of  Point  Conception  to  east  of  Santa  Barbara.  The  islands 
of  the  Santa  Barbara  Channel  and  the  islands  south  of  Los  Angeles  affect  the 
near  coastal  wind  field.  The  west-east  orientation  of  the  Santa  Monica 
Mountains,  the  near  coastal  mountain  chains,  the  more  nearly  northwest  to 
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southeast  San  Gabriel  Mountains  in  combination  with  the  large  plateau  of 
the  Los  Angeles  Basin  and  the  seaward  protrusion  of  the  Palos  Verdes  Hills 
together  produce  a  unique  suimertime  flow  regime.  Some  of  the  impacts  of 
the  Southern  California  topography  on  the  meteorology  and  hence  pollutant 
dispersion  are  described  in  section  4.0. 
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Section  3.0  Summary 

from 

Initial  Review  and  Comments 
California  ARB's  Meteorological  Assessment 

Proposed  Rules  Controlling  Emissions  From 
Lightering  Operations 

Dames  &  Moore  18  November  1977 
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3.0   SUMM.^.RV 

The  Califorr.ia  Air  P.esourcss  Boe^d  (C-_?j)  is  ccnsicerir.g  adop- 
tion of  r-ales  controlling  the  sulfur  content  of  stick  cis  emissions 
and  ullage  vapor  e.Tj.ssions  frora  lighters  operating  in  offshore 
waters  east  and  soutji  of  San  Clenente  and  Santa  Catalina  Islands, 
respectively.   The  stated  justification  for  the  proposed  rules  is 
the  assertion  that  the  enu.ssions  from  the  lightering  operations 
prevenr  -he  achievement  and  maintenance  of  the  State  ar±ient  air 
quality  standards  for  oxidant  and  sulfates  in  -the  San  Diego  a.nc 
South  Coast  Air  Basir^.   CAJ12 '  s  demonstration  of  adverse  onshore 
i.-ipact  on  these  s-andards  is  based  on  a  Meteorology  Memorandum 
stating  that  -the  emitted  pollutants  are  transported  to  t.hs  mainland. 

Dames  «  Mocre  was  retained  by  the  Western  Gil  and  Gas  Assoc- 
iation to  review  a_nd  comment  upon  the  meteorology  study  described, 
above.   We  were  privileged  to  work  with  Dr.  .Morton  Wurtele,  Depari- 
nient  of  Atmospheric  Sciences,  University  of  California,  Los  Angeles, 
in  the  course  of  this  study.   Our  prelinu.na— -•  ccTnents  are  summar- 
ized below. 

Deficient  Scooe 

The  stated  objectives  of  the  Meteorology  Memorandum,  are  ti 
determine  the  likelihood  of  offshore  emissions  reaching  shore  and 
the  boundaries  of  the  source  areas.   The  conclusions  concerning 
transport  are  followed  by  a  "discussion"  of  dispersion  conditions. 
Thus,  the  .Memorandum  deals  only  with  transport  and  fails  to  quantify 
pollutant  concentrations  onshore.   No  cuantitive  connection  is  .Tiade 
betveen  amou^'^s  of  hydrocarbon  or  sulfur  dioxide  emitted  per  unit 
time  of  lighteri.ig  operation  and  incremental  changes  in  oxidant  or 
sulfate  concentrations  onshore.   Both  oxidant  and  sulfates  are 
forr.ed  bv  chemical  reactions  in  the  atm.osohere.   CAj\3  has  failed  to 
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cc.-sidsr  -he  2-=r.ospheric  chei^istry  cf  pcll\iza.~is    y.now-  -o  be  resctiv 
Ir.  fact,  two  of  the  three  basic  arinospheric  processes  i.-f luer.cir.c  th 
e-tissicns  have  been  reelected  ir,  C\?j  '  s  work.   It  r.usr  be  concluded 
that  the  ■>»'ark  is  crossly  deficient  in  scope.   Therefore,  it  is  use- 
less for  the  purpose  of  demons -^ratine  adverse  ir.pact. 

?oor  Data  Base 


Wind  data  fron  islands  and  ships  are  used  extensively  in  the 
Menorand'.;:!,  buz  the  inherent  Liaitations  of  such  data  are  not  dis- 
cussed.  The  low  nun±ier  and  relative  density  of  data  points  on 
islands  in  contrast  to  the  mainland  is  readily  apparent.   The  ship 
iata  constitute  a  very  linited  number  cf  observations  that  cften 
2xe  estimates  rather  than  measurements  made  with  instruments-.   Some 
If  the  island  observations  apparently  are  not  made  on  a  24-hour  basis 

Wind  observations  on  an  island  may  or  may  not  represent  air 
flow  over  the  open  ocean  at  various  distances  from  the  island.   De- 
flection of  flow  and  local  eddies  are  expected  to  occur  near  such 
obstructions.   Further,  island  winds  may  be  significantly  influenced 
-y  local  terrain.   CAJS ' s  trajectories  (Chart  1)  near  the  lighterinc 
irea  depend  critically  on  observations  from  San  Clemente  and  Santa 
Catalina  islands.   These  trajectories  are  s'ubject  to  question,  given 
iie  limitations  discussed  above,  on  the  basis  of  input  data  alone. 

gsissions  Transport  to  Shore  Unsubstantiated 

In  attempting  to  demonstrate  trar.spcrt  from  the  of f  shore  light- ■ 
aring  area  to  the  mainland  coast,  two  wind  fields  based  on  separate 
techniques  are  presented  in  the  .Meteorology  Memorandum.   Chart  1 
shows  strea.mlines  drawn  to  resultant  winds  and  Charts  2-5  shew  pre- 
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vailing  vinds.   Neither  of  these  tschr_icues  are  appropriate  to 
represent  paths  along  which  polluted  air  parcels  =ove  when  the  winds 
are  'Unsteady.   As  indicated  by  a^  reference  cited  in  the  Menorandur. 
(Weather  Bureau  Technical  Paper  No.  54) ,  the  wind  field  between  the 
islands  and  mainland,  to  the  ext.ent  that  it  is  known,  varies  signi- 
ficantly on  a  daily  basis.   The  streanlines  and  preva:.li.-;g  winds  on 
Charts  1-3  obscure  these  essential  details,  and  do  not  adequately 
represent  the  offshore  wind  field.   Therefore,  it  r.usr  be  concluded 
that  C-J^'s  conclusions  pertaining  to  transport  froir.  the  lightering 
area  to  the  coast  are  'unsuhstaritiated.   Moreover,  the  da-a  on  which 
Charts  2-5  are  based  are  inconsistent  with  statements  in  t.he  M.er.o- 
randuci  concerning  transport  of  pollution  into  the  South  Coast  .-.ir 
Sasin. 

gisoersion  Considerations 

In  the  Memorandum,  Pasquill's  diffusion  equations  are  -used  to 
estima-e  the  extent  of  the  lateral  spread  of  emissions  as  they 
arrive  at  the  coast.   This  exercise  is  invalid  fcr  at  least  two 
reasons.   Tirst,  Pasquill's  f  orr:ulas ,  based  en  a  sir.ple  Gaussian 
dispersion  siodel ,  are  invalid  if  a  shearing  flow  or  deformation 
field  is  present , or  if  the  wind  turns  with  time.   Those  are  pre- 
cisely the  conditions  that  occur  within  zhe    60-mile  distance  betvesr. 
the  lightering  area  and  the  coast,  given  the  marked  diurnal  varia- 
tion  in  wrnds.   Second,  the  lightering  operation. is  treated  as  a 
stationer-/  poir.t  source,  but  actually  is  a  moving  point  source. 
Thus,  the  width  of  the  plume  given  in  the  Memorandum  is  grossly  in 
error,  if  one  accepts  the  exercise  as  valid  in  the  first  place. 
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r-scu-rec  Ir.fsrmgr-or. 

The  processes  t_-at  affect  rhe  cor.cer.traticr.s  cf  pcliutir.tis 
aaittsd  frcm  a  source  include  transport,  cispersicr. ,  and  cheELical 
-eacticr-s.   Cr.e  or  a  ccnhination  of  the  av-ailaile  state-of-art 
aodels  that  include  simulations  to  account  for  -^tese  processes  would 
Jiave  to  be  applied  by  CX?^   in  order  to  aaxe  a  reliable  ir.pact  assess- 
ment.  If  no  such  rsodels  were  found  tc  be  suitable,  one  would  have 
-o  be  developed.   In  any  event,  the  r.odel  would  have  to  be  tested 
ind  the  levels  cf  confidence  of  its  predictions  established.   Con- 
siderable input  data  described  in  Section  2.4.2  of  this  report  would 
-ave  to  be  developed. 

A  techrJ-cally  sound  assessr.ent  of  ■ihe  air  quality  ir.pacts  cf 
lirhterinc  enissions  offshore  Califorr_ia  requires  s-udies  involvi.ng 
2  scope  and  sophistication  far  in  excess  of  that  presented  in  the 
Staff  ?.eport.   Tnaz  it  tixes  state-cf-art  is  indicated  by  a  review 
of  current  and  proposed  CA?3  research  investigations  repcrtsd  in 
Staff  j^epcrt  77-19-1.   Analytical  approaches  and  required  data 
integral  to  the  subject  of  this  ccnmentary  are  proninen^  on  the  lisn. 
^^- 3 '  s  impact  assessments  should  be  integrated  with  the  results  of 
CA?3 '  s  own  prese.nt  and  future  research.   Indeed,  the  lightering 
^^issions  impact  assessment  itself  is  a  substantial  research  endeavo: 
equaling  the  scope  and  sophistication  of  CA.r3 '  s  other  reserach,  in 
contrast  to  the  superficial  facts  presented  in  the  lightering  opera- 
tions Staff  Reoort. 
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APPENDIX   C 


Generalized  PersistefKre  Analysis  for  Selected 
Stations  in  the  Southern  California  Area 
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Generalized  Persistence  Sectors 

For  a  given  meteorological  station,  the  relaxed  extreme-persistence 
(EXPER*)  portion  of  the  computer  output  provides  information  on  the  direction 
and  frequency  of  a  wind  persistence  sector.  Relaxed  persistence  sectors 
comprise  eight  directions,  each  of  45°,  formed  by  combining  in  sets  of  two  the 
sixteen  compass-point  directions  of  22.5°;  for  example,  5(22.5°)  +  SSV/(22.5°)  = 
5(45  ).  The  combination  centers  each  new  45°  sector  1 1.25°  clockwise  from  the 
standard  location  for  a  given  direction.  (See  illustration  below.)  The  wind  blows 
in  the  direction  indicated  and  travels  toward  the  wider  part  of  the  sector.  The 
length  end  width  of  the  sector  display  the  potential  path  over  which  the  wind 
travels. 
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The  relaxed*  persistence  data  include  information  about  persistence  lasting 
from  two  to  twenty  hours  in  stability  classes  A  through  H.  Generally  the  most 
frequent  persistence  sectors  are  for  three  hours  and  six  hours  of  persistence  with 
stability  class  "3."  Class  "B"  combines  the  conventional  Pasquili  stability 
classes  B,  C,  D,  and  £  (slightly  unstable  to  neutral),  which  produce  conditions  for 
elevated  power-plant  plumes  to  have  an  impact  at  ground  level.*  Although  speed 
ranges  spanning  1  to  99  knots  are  listed  in  the  computer  output,  all  the  stations 
included  in  this  report  show  8  to  20  knots  as  the  most  frequent  wind-speed  range 
associated  with  extremely  persistent  winds. 

The  initial  information  for  tabulating  a  sector  is  found  on  the  computer- 
output  page  headed  "Number  of  Cases  of  Persistence  of  03-03  Hours  for  Stability 
Class  B"  (see. table  D-l).  The  "All  Speeds"  column  on  that  page  lists  the  total 
number  of  cases  of  persistence  for  each  direction  regardless  of  speed  and  is  used 
to  establish  the  order  of  frequency  of  persistence  in  each  direction.  One  lists,  in 
descending  order  of  frequency,  the  directions  and  the  corresponding  average 
annual  number  of  EXPER*  cases  for  the  speed  range  of  8-20  knots.  Then,  using 
the  page  providing  the  six-hour  persistence  information  at  stability  class  B,  one 
follows 'the  same  process  of  prioritizing  directions,  consulting  the  "All  Speeds" 
column  to  find  the  average  number  of  cases  per  year  in  the  8-20  knots  range.  To 
find  the  number  of  cases  for  the  summer  and  fall  seasons,  one  looks  at  the 
summary,  (see  table  D-2)  which  lists  each  of  the  EXPER*  cases  of  six  or  more 
hours.  Each  case  from  June  to  November  is  counted,  and  the  total  is  divided  by 
the  number  of  years  on  record  to  find  the  yearly  seasonal  average.  The  results  of 
these  tabulations  are  shown  in  tables  D-3  through  D-l 5. 

The  "Transport  Distance"  column  on  these  tables  refers  to  the  distance  a 
parcel  1  of  wind  can  travel  at  a  given  unchanging  speed  and  direction.  Although 
the  assumptions  of  constant  wind  speed  and  straight-line  direction  represent  an 
idealized  situation,  the  values  in  the  column  are  useful  in  that  they  provide  an 
indication  of  potential  distance.  For  this  calculation,  the  average  value  of  the 
wind-speed  range  is  used  (8-20  knots:    8  -^  20/2  =  14  knots). 


The  Pasquili  stcbility  classification  is  described  in  Appendix  C,  section  4. 
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To  draw  the  sector,  the  14  knots  are  coverted  to  25.9  kilometers  per  hour, 
□nd  multiplied  by  the  number  of  hours  of  persistence.  This  shows  the  potential 
transport  distance  (see  figures  16  and  17).  For  the  three-hour  sector,  the  air  may 
travel  77.7  kilometers;  and  for  the  six-hour  sector,  it  m.ay  travel  155.4  kilo- 
meters. The  sectors  are  drawn  to  the  scale  of  the  map. 
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Exfremc  Persistence  Summary 
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Cases  of  Persistent  Winds  at  Vandenberg 
(1959-1968) 

Average  Number  of  Cases  per  Year,  by  Direction 

Stability  Wind  Speed  / Offshore /   Onshore / 

uration   Class     (kts.)   Time  Period   N    NE   E    S£   S    SW   W    NW    Calms 


5  hours   B        1-7 


8-20 


1-7 


8-20 


^  12  hours  B       1-7 


8-20 


1-7 


8-20 


June-Nov. 

0.1 

0 

0.3 

0.1 

0 

0 

3.1 

7.8 

29.1  per 
year 

Annual 

0.1 

0.1 

0.4 

0.1 

0.1 

0 

3.7 

11.0 

24.1  per 

June-Nov. 

0.5 

0 

0.6 

1.4 

0.5 

0.1 

1.7 

27.7 

June-Nov. 

Annual 

2.8 

0.1 

2.3 

5.4 

1.5 

0.2 

4.1 

60.9 

June-Nov. 

0.2 

0 

4.1 

0 

0 

0 

0 

0.7 

17.0  per 
year 

Annual 

1.8 

0.2 

13.7 

0.6 

0 

0 

0.1 

1.1 

10.4  per 

June-Nov. 

0 

0  . 

0 

0 

0 

0 

0  - 

0.1 

June-Nov. 

Annual 

0 

0 

0 

0 

0 

0 

0 

0.4 

June-Nov. 

0 

0 

0 

0 

0 

0 

0 

0 

5.1  per 
year 

Annual 

0 

0 

0 

0 

0 

0 

0 

0.2 

4.2  per 

June-Nov. 

0 

0 

0 

0.2 

0.1 

0 

0 

4.2 

June-Nov, 

Annual 

0 

0 

0.5 

1.4 

0.5 

0 

0 

10.2 

June-Nov. 

0 

0 

0.3 

0 

0 

0 

0 

0 

0.7  per 
year 

Annual 

0 

0 

0.6 

0 

0 

0 

0 

0 

June-Nov. 

0 

0 

0 

0 

0 

0 

0 

0 

0.3  per 
June-Nov 

Annual 

0 

0 

0 

0 

0 

0 

0 

0 
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Cases  of  Persistent  Winds  at  Point  Mugu 
(1955-1964) 


Average  Number  of  Cases  per  Year,  by  Direction 
Stability  Wind  Speed  /    Offshore    /   Onshore    /Offshore/ 

uration   Class     (kts.)   Time  Period   N    NE   E    SE   S    SW   W    NW    Calms 

>6  hours   B       1-7    June-Nov.    0.7   0.2  0.1  0.3  0.2  0.3  1.7  0.2 

Annual      o.l   0.2  0.1  0.3  0.2  0.4  2.1  0.2  3.8  per  yr. 

8-20    June-Nov.    0.1   1.6  0    0.9  0.5  2.2  21.1  0  1  ?-8  per 

June-Nov. 

Annual      0.4   8.0  0.3  4.3  0.9  4.2  40.0  0.2 

C        1-7     June-Nov.    2.4   0.3  0    0    0    0   0    0.3  ^"^  P^'"  -"""• 

5.8  per 
Annual      6.2   0.4  0    0    0    0   0    0.4  June-Nov. 

8-20    June-Nov.  0.5  0    0    0    0    0   0  0.1 

Annual  1.0  0    0    0    0    0   0  0.2 

>12  hours       B  1-7  June-Nov.  0  000000  0 

Annual  0  000000  ONo  Calms 

8-20         June-Nov.  0  0.4     0         0         0         0       0  0 

Annual  0.2  1.9     0         0.1     0         0       1.7  0 

C  1-7  June-Nov.  0  000000  0 


Annual  0. 100         0000  0 


0. 1   per  yr. 
No  Calms 


-20         June-Nov.         0  0         0         0         0         0       0-0         D"'"in9 

June-Nov. 

Annual  0  000000  0 
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Cases  of  Persistent  Winds  at  Long  Beach 
(1955-1964) 


Average  Number  of  Cases  per  Year,  by  Direction 

Stability  Wind  Speed  /   Offshore /  Onshore  /  Offshore  / 

uration   Class     (kts.)   Time  Period   N    NE   E    SE   S    SW   W    NW    Calms 


>   6  hours   B       1-7 


8-20 


1-7 


8-20 


. '■?  hours   B      1-7 


8-20 


1-7 


8-20 


June-Nov. 

Annual 

June-Nov. 

0 

0.1 

0 

0.1 
0.2 
0.3 

0.7 
1.2 
0.1 

0.1 
0.4 
0 

0. 
0. 
3. 

5 
8 

1 

0 

0.1 

0.1 

1.0 
1.0 
2.2 

0.4 
0.4 
0.1 

9.5  per 
year 
5.5  per 
June-Nov. 

Annual 

0 

0.9 

0.5 

0.5 

5. 

7 

0.4 

4.9 

0.4 

June-Nov. 

Annual 

June-Nov. 

0.1 
0.1 

0 

0 
0 
0 

0.3 

0.4 
0 

0 
0 

0 

0. 
0. 
0 

1 

1 

0 
0 
0 

0.9 
1.2 
0.1 

0.8 
1.8 

0 

28.0  per 
year 

12.5  per 
June-Nov 

Annual 

0 

0 

0 

0 

0 

0 

0.1 

0 

June-Nov. 

Annual 

June-Nov. 

0 
0 

0 

0 
0 
0.1 

0 

0.1 

0 

0 
0 

0 

0 
0 
0 

0- 
0 
0 

0.2 

0.2 
0 

0 
0 
0 

0.3  per 
year 

0.2  per 
June-Nov 

Annual 

0 

0.1 

0 

0 

0 

0 

0.2 

0 

June-Nov. 

Annual 

June-Nov 

0 
0 
0 

0  - 

0 

0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 

0 

0 
0 
0 

0' 

0 

0 

1 .3  per 
year 

0.3  per 
June-Nov 

Annual 

0 

0 

0 

0 

0 

0 

0 

0 
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Cases  of  Persistent  Winds  at  Seal  Beach 
(November  1955  -  June  1960) 


Average  Number  of  Cases  per  Year,  by  Direction 


Wind  Speed 
(kts.) 

Season 

/ 

Offshore 

/ 

Onshore 

/Offshore/ 

Juration 

N 

NE 

E 

SE 

S 

SW 

W 

NW 

Calms 

5  hours 

1-7 

June- Nov. 

11.8 

2.8 

0.6 

2.8 

7.1 

4.3 

1.1 

3.4 

1.3 
per 

Annual 

39.8 

7.3 

1.3 

4.1 

11.6 

8.1 

1.5 

12.0 

year 

8-20 

June-Nov. 

0 

0.6 

0.2 

1.9 

1.7 

21.8 

0.2 

0 

1.3 
per 

Annual 

0.4 

0.6 

0.6 

4.7 

2.6 

38.3 

1.7 

0 

June- 
Nov. 

>  12  hours 

1-7 

June-Nov. 

1.1 

0 

0 

0.2 

0.2 

0.2 

0.2 

0 

1.1 

* 

per 

Annual 

3.9 

0.2 

0 

0.4 

0.4 

0.4 

0.4 

1.1 

year 

8-20 

June-Nov. 

0 

0 

0 

0 

0 

0 

0.2 

0 

0.6 
per 

Annual 

0 

0 

0 

0.4 

0 

1.3 

0.6 

0 

Jun2- 
Nov. 

Cll 
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su^!^URY 

This  report  contains  a  critique  of  certain  aspects  of  the  Department 
of  Interior's  (DOI)  proposed  regulations  for  controlling  air  pollutant 
emissions  during  development  of  energy  resources  on   the  Outer  Continental 
Shelf  (OCS] .   Specifically,  the  scientific  basis  is  questioned  for  the 
proposed  significance  effects  levels,  set  at  one  to  two  percent  (1-2%) 
of  the  National  .Ambient  Air  Quality  Standards  (N'AAQS)  .   In  addition,  issues 
relating  to  the  36-hour  pollutant  travel  time  concept  for  volatile 
organic  compounds  (VOC)  emissions  are  addressed.   The  l-2°5  significance 
level  question  was  examined  in  terms  of  (a)  capability  of  current 
instrumentation  to  measure  the  proposed  limits,  (b)  the  statistical 
limitations  inherent  in  conventional  monitoring  practice  for  achieving  a 
detection  of  changes  within  observational  variability,  and  (c)  the 
uncertainties  in  measurement  of  ambient  air  quality  in  the  presence  of 
natural  variations  in  pollutant  concentrations. 

The  results  of  this  analysis  indicate  that: 

•  The  manufacturers'  nominal  lower  detection  limit  generally  is  not 
realized  in  air  monitoring  practice  because  of  constraints 
imposed  under  field  conditions,  including  calibration  factors, 
instrxunent  performance  and  reliability,  etc. 

•  The  ability  to  detect  incremental  changes  at  the  level  of  1-2% 

of  the  NAAQS  is  severely  restricted  by  the  statistical  constraints 
of  variability  in  measurement. 

•  The  natural  background  for  pollutants  measured  at  remote  sites 
varies  in  a  range  approximately  equal  to,  or  much  larger  than  2% 
of  NAAQS  increment.   Tnis  background  variability  is  sufficiently 
large  that  it  poses  considerable  limitations  on  the  ability  to 
detect  small  changes  in  air  quality  at  the  proposed  "significance" 
levels. 

•  In  the  absence  of  identifiable  human  health  and  welfare  impacts, 
and  in  view  of  the  limitations  which  exist  in  determining  or 
measuring  the  proposed  incremental  changes,  we  recommend  that 
the  levels  be  increased  to  10%  of  the  NAAQS. 
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Review  of  the  basis  for  the  36-hour  travel  time  concept  indicates 
that  it  is  derived  from  a  policy  judgement  by  EPA  to  deal  with 
the  interstate  impact  of  ozone  transport  in  the  eastern  United 
States. 

This  concept  is  not  supported  by  scientific  evidence  when 
extrapolated  to  include  volatile  organic  compounds  and 
ozone  behavior  individually  or  in  combination. 

The  concept  should  only  be  regarded,  as  EPA  itself  has 
acknowledged,  as  an  extreme  upper  limit  for  urban  pollution 
impact  of  ozone  transport  on  downwind  areas  under  most 
unfavorable  conditions.   It  is  inappropriate  for  evaluating 
the  effect  of  VOC  transport  from  the  OCS  on  downwind 
onshore  areas. 

The  contribution  of  low  reactivity  alkanes  to  oxidant 
formation  after  an  extended  period  of  transport  and 
dilution  should  be  small  under  offshore  conditions  where 
air  will  travel  great  distances  without  accumulation  of 
additional  precursor  emissions. 

We  recommend  that  the  DOT  give  the  lessee  the  option  of  using 
air  quality  modeling  for  reactive  pollutants  to  determine 
whether  the  shoreline  ozone  impact  would  be  significant. 
This  option  would  be  available  when  an  OCS  source  emits  more 
than  the  threshold  emission  level  of  VOC,  and  is  within 
36  hours  travel  time  of  an  ozone  nonattainment  area. 
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1.   INTRODUCTION  AND  OVERVIEW 

The  Western  Oil  and  Gas  Association  (WOGA)  has  requested  Environmental 
Research  S  Technology,  Inc.  (ERT]  to  examine  the  proposed  Department  of 
Interior  (DOI)  regulations  governing  air  pollution  control  of  offshore 
production  facilities.   Our  review  addresses  two  concepts  in  the  regulations 
which  are  intended  to  define  pollutant  emission  levels  which  will  have 
a  "significant  effect"  on  onshore  air  quality.   These  are:  (a)  the  use  of 
EPA's  PSD  significance  levels  to  determine  what  onshore  effects  from 
non-VOC  pollutants  are  significant  (Fed.  Reg.  44_:  27449-27459),  and 

(b)  the  use  of  EPA's  56-hour  travel  time  concept  to  define  significance 
for  ozone,  and  its  precursors.  As  described,  these  two  components  of 
the  regulations  are  highly  restrictive,  and  have  inadequate  technological 
foundations  for  application  to  Outer  Continental  Shelf  (OCS)  development. 

The  "significant  effect"  criteria  are  described  in  Section  250.57-1 

(c)  of  the  proposed  DOI  regulations.  To  define  a  "significant  effect", 
the  DOI  has  adopted  the  "significance  levels"  the  Environmental  Protection 
Agency  (EPA)  established  in  its  new  source  review  regulations.   The  DOI 
proposes  to  exempt  from  further  review  or  control  any  operation  that  can 
demonstrate  that  the  effect  of  its  emissions  on  air  quality  at  nearby 
onshore  areas,  after  voluntarily  adopted  controls,  is  below  the  significant 
incremental  levels  which  are  only  about  1  to  2%   of  the  National  Ambient 
Air  Quality  Standards  (NAAQS).* 


Annual 

1  ug/m'^ 

24  Hour   ■ 
5  yg/ra'' 

8_ 

Hour 

3  Hour 
25  ug/m 

1  Hour 

SO, 

- 

TSP 

1  Mg/m'^ 

5  Mg/m'^ 

- 

- 

- 

MO, 

1  Ug/m 

- 

- 

- 

- 

CO* 

- 

- 

0, 

. 5  mg/m 

- 

2  mg/m" 

'Oxidants  and  VOC  are  not  included  in  the  DOI  (Fed.  Reg.  44:  27458) 
list,  though  the  1-2%  increment  concept  would  be  interpreted  to  apply. 

+There  appears  to  be  a  typographical  error  in  the  table  for  CO  increments, 
as  proposed  by  the  DOI;  those  cited  here  are  believed  to  be  consistent 
with  the  l-2°i  increment. 
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These  significance  levels  are  very  stringent.  They  were  designed 
to  screen  out  of  the  review  process  those  sources  whose  onshore  air 
quality  effect  will  be  negligible  in  designated  PSD  areas  and  unclassified 
areas.  The  adoption  of  this  EPA  standard  for  OCS  regulation  tends 
toward  uniformity  and  constitutes  a  quantitative-  regulatory  approach. 
However,  the  DOI  approach  does  not  take  into  account  the  difference 
between  the  onshore  environment  for  which  the  regulations  were  designed 
and  the  OCS  environment.   The  OCS  regime  is  unique.   It  is  a  regime 
characterized  by  enhanced  air  transport  and  mi.xing  in  surface  air  associated 
with  the  marine  meteorological  conditions.  Onshore  sites  are  insulated 
from  mainland  by  an  augmented  mi.xing  zone  at  the  border  (the  land-sea 
breeze).   Polluted  air  moving  landward  generally  has  a  meandering 
trajectory  to  the  shoreline.   The  combined  effects  of  mixing  and  meandering 
air  flow  create  conditions  for  significant  dilution  of  pollution  before 
reaching  the  shore.  The  3-raile  minimum  distance  offshore  insures  a 
"buffer"  for  reduction  in  impact  unlike  land  conditions. 

One  must  question  the  arbitrariness  of  setting  "significance" 
levels  at  1-2%  of  the  NAAQS.   Establishment  of  a  level  for  regulatory 
purposes  can  be  rationalized  on  one  of  two  grounds:  (a)  measurable 
effects  on  the  biosphere,  or  on  material  degradation,  or  (b)  detectable 
incremental  changes  in  atmospheric  properties,  especially  ambient  pollutant 
concentrations.  The  NAAQS  have  been  established  on  the  basis  of  measurable 
effects  on  human  health,  as  well  as  impacts  on  vegetation  and  animals 
and  certain  other  criteria.   Thus,  the  defining  of  "significance"  as  1- 
2%  of  the  NAAQS  is  to  set  a  level  far  below  any  known  impact.  The 
second  basis  on  which  levels  may  be  established  involves  the  capability 
to  measure  or  detect  a  change  in  air  quality  within  the  limitations  of 
measurement  technology  and  the  natural  variability  of  the  atmosphere. 
In  our  opinion,  changes  at  l-Z'o  of  the  MAAQS  generally  cannot  be  detected 
using  current  air  monitoring  techniques.   Furthermore  natural,  random 
variations  in  trace  constituents  in  the  atmosphere  are  of  such  a  magnitude 
that  small  changes  of  1-2%  of  the  N'AAQS  would  not  be  detectable  in  the 
onshore  environment  e.xcept  perhaps  in  the  case  of  annual  means,  if  no 
annual  trends  are  disregarded.  To  be  detectable,  significance  levels 
would  need  to  be  set  at  a  level  approximately  10%  of  the  NAAQS.   The 
basis  for  these  conclusions  is  discussed  in  the  next  section  of  this 
report. 
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In  view  of  the  "significance  levels"  just  discussed,  the  proposed 
regulations  impose  EPA's  36-hour  travel  time  concept  as  the  means  for 
determining  when  volatile  organic  compounds  (VOC)  from  the  OCS  signifi- 
cantly affect  onshore  ozone  behavior.   Tne  36-hour  travel  time  concept 
first  emerged  in  EPA  considerations  of  the  impact  of  ozone,  which  may  be 
transported  considerable  distances  from  the  location  where  its  precursors 
were  emitted,  or  it  was  first  formed  in  the  atmosphere  (e.g.,  USEPA 
1979) .   The  extension  of  this  concept  to  include  VOC  precursors  of  ozone 
is  unwarranted  and  has  no  foundation  in  available  scientific  knowledge. 
The  influence  of  reactive  pollutant  transport  over  36  hours  also  remains 
highly  controversial  and  is  being  debated  by  the  scientific  community. 
Its  application  represents  an  arbitrary  policy  judgment  by  EPA  in  a 
situation  relevant  to  widespread,  regional  pollution  in  the  eastern 
United  States.  The  use  of  such  a  concept  in  the  context  of  OCS  emissions 
implies  an  inherently  irrational  "influence"  distance  of  over  300  miles. 
The  discussion  in  Section  3  of  this  report  indicates  that  there  is  an 
inadequate  scientific  basis  for  imposing  such  severe  constraints  on 
OCS  operations. 

Furthermore,  for  purposes  of  these  regulations,  volatile  organic 
compounds  are  defined  as,  "any  organic  compound  which  is  emitted  to  the 
atmosphere  as  a  vapor".   Yet,  the  preferred  goal  here  is  to  regulate 
those  reactive  hydrocarbons  which  are  associated  with  photochemical 
ozone  production.   The  definition  contains  a  provision  that  certain 
nonreactive  components  "may  be  exempt"  from  this  definition.   The 
regulations  should  be  revised  to  address  the  reactive  hydrocarbon  species 
(RHC)  only.   This  may  be  done  either  by  substituting  RHC  for  VOC  in  the 
text,  or  by  improving  the  definition  of  VOC  so  that  compounds  known  to 
be  unimportant  in  the  ozone  production  process  (Fed.  Reg.  42 :  35314) 
are  exempted  from  the  VOC  definition.   Realistic  estimates  may  be  made 
of  the  fraction  of  the  nonreactive  hydrocarbons  in  VOC  emissions.   Only 
the  reactive  hydrocarbons  should  be  included  in  the  definition. 
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2.   CAPABILITY  OF  MEASURING  "SIGNIFICANCE"  LEVELS 

The  ability  to  measure  incremental  changes  induced  by  human  activity 
in  ambient  air  quality  at  levels  of  1-2%  of  the  NAAQS  is  affected  by 
uncertainties  in  the  measurement  process  itself,  as  well  as  the  magnitude 
of  natural  variations  in  atmospheric  properties.  The  measurement  process 
is  limited  by  (a)  lower  detection  limits  (LDL)  of  instrumentation,  (b) 
calibration  limitations  and  uncertainties  in  standards,  (c)  random  error 
and  uncertainties  in  data  records.   In  principle,  the  latter  two  can  be 
minimised,  or  at  least  defined  in  the  laboratory  or  with  well  known 
statistical  methods.  The  LDL  is  specified  by  a  manufacturer,  optimistically 
based  on  performance  of  the  instrument  in  ideal  laboratory  conditions. 

Aside  from  monitoring  system  performance,  measurement  of  incremental 
changes  depends  on  station  siting.   Selected  representative  monitoring 
locations  for  compliance  evaluation  is  a  very  complex,  technical  and  difficult 
undertaking.   Shoreline  areas  are  influenced  by  wind  patterns  driven  by 
the  land/ sea  breeze  interaction  and  larger- scale  weather  systems.  Mi 
excellent  visual  summary  of  the  complex  recirculations  in  the  Los  .Angeles 
area  is  presented  in  the  "Los  .Angeles  1969  Study"  film  produced  by 
National  Oceanic  and  Atmospheric  Administration  Air  Resources  Laboratory. 
Excess  concentrations  at  one  sensor  location  may  be  due  to  effluents 
from  inland  sources  which  were  drawn  out  to  sea  the  previous  night.   For 
this  reason,  extensive  windfield  documentation  is  necessary,  and  siting 
needs  to  be  established  for  specific  objectives.  Monitoring  an  DCS 
increment  would  be  difficult  to  justify  on  grounds  of  representativeness 
of  the  data. 

A  high  degree  of  consideration  should  also  be  given  to  inherent 
natural  variability  of  atmospheric  contaminants.  The  marine  environment 
is  a  significant  source  of  natural  contaminants,  including  50^  oxidized 
from  natural  hydrogen  sulfide  (H^S)  emissions,  total  suspended  particulates 
as  sea  salt,  and  VOC  from  biogenic  processes.   The  natural  variability, 
including  seasonal  effects  and  climatological  trends,  is  poorly  documented, 
but  is  a  substantial  fraction  of,  or  nearly  equal  to  the  designated 
"significant"  incremental  changes  for  pollutants.   Thus,  the  ability  to 
measure  effects  of  OCS  activity  will  be  very  limited  if  they  are  the 
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same  si^e  or  much  smaller  than  natural  variations  in  air  quality.   This 
is  an  important  factor  which  has  not  been  taken  into  account  in  the 
proposed  regulations. 

The  issues  of  representativeness  of  air  monitoring  station  siting 
will  not  be  discussed  further  here.   However,  we  will  explore  the 
instrumentation  issues,  measurement  statistics,  and  atmospheric  variability. 

2.1   Practical  Limitations  of  Measurement 

This  section  summarizes  current  information  on  lower  detection 
limits  (LDL)  for  the  monitoring  of  sulfur  dioxide,  nitrogen  dioxide, 
carbon  monoxide,  ozone,  VOC's  [as  nonmethane  hydrocarbons  (NMHC] ]  and 
total  suspended  particulate  (TSP) .   The  LDLs  are  summarized  in  Table  2-1. 
For  comparison  purposes,  the  corresponding  significance  levels  defined 
in  the  Federal  Register  for  Outer  Continental  Shelf  operations  are  shown 
in  the  same  table. 

The  information  summarized  in  Table  2-1,  and  discussed  for  each 
pollutant  category  in  the  following  paragraphs,  has  been  compiled  for 
selected  state-of-the-art  monitoring  instruments  on  the  basis  of  information 
provided  by  the  corresponding  manufacturers.   Lower  detection  limits 
specified  by  the  manufacturers  are  generally  applicable  to  instruments 
operated  in  the  laboratory  under  optimal  conditions  and  are  not  neces- 
sarily achieved  under  realistic  field  monitoring  conditions.  Thus,  we 
also  list  in  Table  2-1  a  "practical"  LDL  based  on  a  review  of  current 
experience  in  field  monitoring  studies,  taking  into  account  field  operating 
practice,  including  calibration  and  quality  control  of  data  acquisition. 
The  practical  limitation  is  derived  from  several  years  of  e.xperience  in 
operating  more  than  two  hundred  continuous  monitoring  stations,  using  a 
variety  of  instrumentation  and  a  standardized  operating  practice  for 
calibration  and  maintenance  for  field  conditions.   In  addition,  our 
e.xperience  in  data  acquisition  systems  and  data  validation  is  taken  into 
account.   The  practical  LDL  varies  for  different  gases  depending  on  the 
reliability  of  the  instrument,  uncertainties  associated  with  interferences 
and  reliability  of  calibration  standards  and  methodology. 
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Sulfur  Dioxide 

Manufacturers'  specifications  for  five  of  the  leading  SO^  monitoring 
instruments  are  listed  in  Table  2-2.  These  specifications  include  LDL 
as  well  as  other  pertinent  information  such  as  zero  drift  and  noise 
level.  The  lowest  stated  detection  limit  is  that  of  the  Meloy  instrument, 
1.3  ug/ra"'  (0.5  parts  per  billion,  ppb)  with  a  24-hour  zero  drift  of 
1.3  ug/m'^.  All  other  manufacturers  have  LDL  five  to  ten  times  higher 
than  that  stated  for  the  Meloy  instrument.  As  a  general  rule,  obtaining 
these  LDL  in  the  field  would  be  extremely  difficult.   The  instrument 
zero  drift  would  have  to  be  corrected  frequently.   Detection  of  an 
increase  of  SO^  concentration  of  the  magnitude  of  the  LDL  on  top  of  an 
existing  variable  background  would  be  nearly  impossible  due  to  combined 
zero  and  span  drifts  of  the  continuous  SO^  analyzers.   Thus,  our  estimate 
of  the  lower  detection  limit  for  SO^  under  field  conditions  is  4  to 
10  ppb,  or  10.5  to  13.1  ug/m  ,  based  on  considerations  of  uncertainties 
associated  with  instrument  interference  and  calibration  standards.   This 
compares  unfavorably  with  the  DOI's  proposed  significance  levels  for  SO, 
of  1,  and  5  yg/m  averaged,  over  one  year  and  24  hours  respectively,  but 
appears  to  be  compatible  for  the  3-hour  observation- (25  ug/m  ]. 

Nitrogen  Dioxide 

Specifications  for  five  commercial  NO,  analyzers  are  listed  in 
Table  2-3,  which  indicates  lower  detection  limits  ranging  from  0.3  to  10 
parts  per  billion  (ppb),  or  0.94  to  13.8  ug/m'^ .   The  LDL  stated  for  the 
Thermo  Electron  Model  14B  NO  Analyzer  is  at  least  four  times  lower  than 
that  of  any  other  major  commercial  analyzer,  but  with  a  24-hour  zero 
drift  of  10  times  the  stated  LDL  value.   As  discussed  above  for  sulfur 
dioxide,  LDL  that  can  be  realistically  achieved  in  the  field  under 
optimum  conditions  are  probably  on  the  order  of  5  ppb,  or  9.4  yg/m  , 
compared  to  a  significance  level  of  1  yg/m  (annual  average)  for  N'O-,. 
Thus,  measurement  of  the  proposed  incremental  change  for  NO,  does  not 
appear  practical  with  available  commercial  instruments. 
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Carbon  Monoxide 

Lower  detection  limits  for  commercial  CO  analyzers  are  listed  in 
Table  2-4  and  range  from  50  to  100  ppb,  or  57.2  to  114.5  yg/m  .   More 
conservative  estimates  for  carbon  monoxide  measurements  in  the  field 
would  raise  these  LDL  by  a  factor  of  two;  i.e.,  114.5  to  229  ug/m"^ . 
Thus,  unlike  SO,  and  NO2,  the  proposed  significance  levels  for  CO  concen- 
trations is  within  the  practical  measurement  capability  of  currently 
available  monitoring  technology. 

Ozone 

Manufacturers  of  continuous  ozone  analyzers  using  the  chemilumin- 
escence  method  claim  lower  detection  limits  of  1  ppb,  or  1.96  \ig/m 
(Table  2-5).  Considering  the  noise  and  zero  drift  specifications  in 
Table  2-5  as  well  as  our  experience  with  some  of  these  instruments  in 
field  studies,  the  LDL  is  no  better  than  3  to  4  ppb  (5.9  to  7.8  ug/m'^) 
under  optimal  field  conditions. 

N'onmethane  Hydrocarbons 

Manufacturers'  specifications  for  a  selected  number  of  commercial 
nonmethane  hydrocarbon  (NMHC)  analyzers  are  listed  in  Table  2-6. 

Several  cases  must  be  considered  here.   Automated  instruments 
measuring  total  N'MHC  using  flame  ionization  detectors  allow  detection 
limits  ranging  from  100  ppb  (or  65.4  ug/m  as  methane)  to  as  low  as 
5  ppb  if  a  sample  preconcentration  step  is  employed.   On  the  other  hand, 
analysis  of  air  samples  in  the  research  mode  (large  volume  samples, 
concentration  in  freeze-out  traps  or  on  solid  adsorbents,  gas  chroma- 
tography analysis  of  individual  components  using  capillary  columns  and 
flame  ionization  detection)  allows  detection  limits  of  as  low  as  0.05 
ppb.   Intermediate  LDL,  of  the  order  of  0.5  ppb,  can  be  achieved  with 
automated  instruments  allowing  individual  hydrocarbon  (rather  than  NMHC) 
measurements  on  preconcentrated  samples. 

The  difficulties  in  obtaining  reliable  field  measurements  with 
automated  NMHC  analyzers  are  well  known  in  the  scientific  community,  and 
the  results  are  often  of  doubtful  validity.   At  the  present  time,  there 
is  no  accepted  instrument  for  monitoring  VOC  based  on  e.xperience  in 
field  operations. 
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TABLE  2-6 
LOWER  DETECTION  LIMITS  FOR  NONMETHANE  HYDROCARBONS  (NMHC) 


Instrument 
Siemens  U  180 

Siemens  U  100 

Byron  301 
Byron  233 

H-NU  Systems 
Bendix  8201 


Method 

Preconcentration,  flame  ionization 
up  to  10  individual  hydrocarbons 

Preconcentration,  flame  ionization, 
total  NMHC 

Flame  ionization,  total  NMHC 

Flame  ionization,  total  NMHC 

Photoionization,  "reactive"  NMHC 
Flame  ionization,  total  NMiC 


LDL,  ppb  (a) 
0.5^^) 

5(b) 

240 

"-100 
(if  THC  <5  ppm) 

100 

5 


(a)  Conversion  of  ppb  to  ug/m  obviously  depends  on  the  hydrocarbon 
molecular  weight.   For  instruments  calibrated  with  methane,  1  ppb  = 
0.654  ug/m   (2S°C,  1  atmosphere).   For  other  hydrocarbons,  the 
conversion  factor  is  1  ppb  =  0.654  x  M/16  ug/m  ,  where  M  is  the 
hydrocarbon  molecular  weight. 

(b)  Research  capability  only;  this  approach  has  not  been  used  in  practice 
for  air  monitoring  because  of  complexity  in  preconcentration  procedures. 
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On  the  basis  of  past  experience,  it  is  difficult  to  reconcile  lower 
detection  limits  stated  by  manufacturers  with  actual  instrument  perfor- 
mances in  the  field.  Thus,  even  our  estimate  listed  in  Table  2-1  (as 
high  as  10  times  above  the  stated  LDL)  should  be  viewed  as  an  indication 
of  best  instrument  performance  under  optimal  field  conditions. 

Total  Suspended  Particulates  (TSP] 

TSP  measurements  for  compliance  purposes  are  generally  performed  by 
gravimetric  analysis  of  samples  collected  on  glass  fiber  or  other  accepted 
filters  using  high-volume  samplers.   Lower  detection  limits  afforded  by 
the  high-volume  method  are  1-2  ug/m  under  optimal  conditions,  while 
uncertainties  associated  with  gravimetric  measurements,  flow  calibration 
and  other  sources  of  errors  may  result  in  LDL  on  the  order  of  5  'Og/m'^ 
under  typical  field  sampling  conditions.   This  LDL  compares  with  signi- 
ficant TSP  levels  of  1  and  5  yg/m  for  annual  and  24-hour  averages, 
respectively. 

2.2  Limits  in  Measurability 

For  standards  based  on  averaged  values,  there  are  additional 
limitations  placed  on  measurability  as  specified  by  the  statistics  of 
variation  in  measurements.  Any  kind  of  measurement  of  a  phenomenon  will 
yield  different  values,  which  are  distributed  in  occurrence  around  a 
mean  value.   The  width  of  the  distribution  around  the  mean  depends  on 
the  range  of  values,  or  the  variability  expected.  Most  natural  phenomena, 
including  air  quality,  randomly  vary  with  changes  in  sources  and  meteorology. 
The  width  of  the  distribution  of  values  is  often  measured  by  the  standard 
deviation.   Because  of  the  random  variability  observed  in  natural  processes, 
there  are  basic,  ideal  limits  in  our  ability  to  detect  changes.   Consider 
a  series  of  air  quality  measurements  which  (usually)  are  logarithmic- 
normally  distributed  statistically.  The  true  geometric  mean  is  estimated 
by  the  mean  of  a  series  of  n  observations.   This  estimate  is  subject  to 
sampling  errors  that  can  be  calculated  by  statistical  techniques  from 
the  geometric  mean  and  standard  deviation  of  values.   The  fractional 
incremental  variability  for  a  series  of  n  observations  basically  can  be 
used  to  estimate  the  limit  of  detectable  change.   The  percent  positive 
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incremental  change  detectable  for  such  a  distribution  is  shovv-n  for  two 
different  confidence  levels  in  Figure  2-1.  Calculations  were  made  for  a 
geometric  standard  deviation  of  observed  values  of  two,  which  is  considered 
typical  of  air  quality  obser/ations.  Curves  for  the  conditions  of  being 
correct  in  estimating  a  variation  97%  of  the  time  and  90%  of  the  time 
are  shown.  One  can  readily  see  that  the  "detection"  of  a  2%  incremental 
change  would  require  a  sample  of  2000  to  5000  observations  over  a  given 
time  period. 

According  to  convention  for  air  monitoring  practice,  the  number  of 
observations  taken  ideally  is: 

(Annual 

Average!        (Not  to  be  exceeded  in  a  year) 

1  year      24  Hour      8  Hour     3  Hour     1  Hour 

Continuous  Gas*      8760        24  3         3         1 

TSP  or  Gas  Bubbler   60  or  120     1  0         0         0 


It  is  assumed  that  the  geometric  means  correspond  to  the  NAAQS.  Comparison 
of  these  numbers  of  observations  with  the  curves  in  Figure  2-1  shows 
that  only  in  the  case  of  continuous  monitoring  for  gases  can  one  approach 
the  capability  of  detecting  incremental  changes  of  2%  of  the  NAAQS 
(annual  standard) .   In  all  other  cases  of  shorter  duration,  the  statistical 
variability  observations  would  preclude  detecting  such  changes,  unless 
the  number  of  observations  per  sampling  inter/al  were  drastically  increased. 
For  TSP  observations,  for  example,  even  daily  24-hour  average  observations 
for  a  year  would  preclude  seeing  incremental  changes  in  an  annual  average 
less  than  about  5%  with  a  confidence  level  of  90%  (the  change  would  be 
predicted  correctly  90%  of  the  time) .   To  detect  an  incremental  change 
resulting  from  added  pollution  sources  in  practice,  one  would  want  to 
provide  obser</ations  for  at  least  twice  the  ideal  number  to  insure 
seeing  incremental  changes  of  interest.  Thus  for  practical  purposes, 
between  180  and  480  observations  over  the  averaging  period  would  be 
desirable  to  achieve  a  detection  of  a  10%  incremental  change  in  the 
geometric  mean. 


*Hourly  average  value  reported. 
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The  discussion  presented  above  assumes  a  highly  ideal  situation  in 
which  a  mean  value  of  an  observable  is  constant  regardless  of  the  averaging 
period  chosen.   For  example,  this  assumes  that  the  annual  mean  taken  in 
1973  would  be  the  same  as  that  in  1982.   It  is  kno\\m  that  such  a  constraint 
is  not  the  case  for  at  least  two  reasons.   First,  the  natural  emissions 
of  trace  gases  may  vary  diurnal ly,  seasonally,  and  even  annually. 
Second,  the  meteorological  and  climatological  variations  tend  to  dominate 
ambient  trace  contaminant  concentrations  over  a  given  time  interval. 
Thus,  any  setting  of  "significance"  levels  based  on  the  NAAQS  must  take 
into  account  the  range  of  variability  caused  by  background  effects, 
including  natural  processes.   There  is  little  or  no  information  on  the 
long  term  background  variability  of  pollutant  gases  in  the  atmosphere. 
Virtually  all  of  the  data  available  from  remote  sites  extend  for  a  day 
or  two  to  a  year  at  best. 

The  range  in  background  variation  is  given  in  Table  2-7  for  several 
regulated  pollutants.   From  these  illustrative  concentrations,  the 
natural  background  variability  is  seen  to  be  the  same  order  or  larger 
than  the  proposed  1-2'j  significance  increment.   In  some  cases  such  as 
TSP,  NMHC  and  ozone,  the  natural  background  concentrations  are  a  sub- 
stantial fraction  of  or  nearly  the  same  as  the  standard  itself.   Given 
these  ranges,  it  is  difficult  to  see  how  one  could  detect  small  (1--%) 
incremental  changes  from  man's  activities  in  short  term  standards, 
though  it  may  be  possible  in  long  term  annual  mean  trends,  provided  the 
pollutant  concentration  climatology  is  established. 

Based  on  these  and  the  preceding  arguments,  we  believe  that  the 
1-2%  of  NAAQS  "significance"  increment  is  overly  stringent  and  unwarranted 
by  scientific  consideration  of  air  quality  measurements.   Furthermore, 
there  does  not  seem  to  be  any  known  "effect"  on  human  health  or  welfare, 
or  the  biosphere  which  would  justify  such  a  definition  of  "significance". 
If  a  simplistic  increment  of  this  type  is  needed  as  an  air  quality 
maintenance  goal,  10%  of  the  NAAQS  would  be  no  less  arbitrary,  but  more 
practical  for  OCS  applications  in  that  at  least  the  available  instrumentation 
and  statistics  of  measurements  would  not  place  unreasonable  constraints 
on  detection. 
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3.   THE  THIRTY-SIX  HOUR  TR.\VEL  TIME  CONCEPT 

In  this  section,  we  will  examine  available  information  concerning 
the  selection  of  the  36-hour  travel  time  (36HTT)  concept  as  the  basis 
for  determining  whether  VOC  emissions  have  a  "significant  effect"  on 
onshore  air  quality.   The  rationale  advanced  by  EPA  in  support  of  36HTT 
is  discussed  first,  along  with  the  critique  already  offered  by  American 
Petroleum  Institute  (API)  representatives  at  the  recent  hearing  in 
Washington,  DC.   Next,  the  implications  of  a  number  of  field  studies  of 
pollutant  transport  relevant  to  the  36HTT  concept  will  be  examined, 
followed  by  a  discussion  of  the  results  of  recent  "multiday"  irradiation 
experiments  conducted  in  indoor  and  outdoor  smog  chambers. 

Our  major  conclusion  when  examining  the  information  available  at  the 
present  time  is  that  the  36HTT  concept  is  not  supported  by  solid  scientific 
evidence  and  can  be  construed,  at  best,  as  acknowledged  by  EPA  only  as  an 
extreme  upper  limit  for  urban  otone  impacts  on  rural  areas  under  most 
unfavorable  conditions.   Thus,  the  proposed  use  of  the  36-hour  travel 
time  concept  for  determining  whether  VOC  emissions  from  OCS  activities 
are  significant  is  unwarranted,  and  this  concept  should  be  replaced,  if 
the  lessee  chooses,  by  the  more  realistic  approach  of  accounting  specifically 
for  pollutant  transport  and  chemical  reactions.  Consequently,  photochemical 
dispersion  modeling  is  suggested  as  an  alternative  approach  to  the 
36HTT,  and  data  are  provided  to  support  this  proposal. 

3.1   EPA  Rationale  for  36-Hour  Travel  Time 

The  approach  proposed  by  DOI  (Fed.  Reg.  44:  27448-59)  is  essentially 
based  on  that  defined  by  EPA  in  the  "Emission  Offset  Interpretive  Ruling" 
(Fed.  Reg.  44 :  3274)  and  Prevention  of  Significant  Deterioration  regulations 
(Fed.  Reg.  43 :  26380)  and  involves  the  use  of  a  36-hour  travel  time  in 
computing  significance  level  impacts  of  OCS  o:one  impact  on  onshore  air 
quality.   DOI  points  out  that  the  EPA  adopted  the  36HTT  approach  due  to 
its  awareness  of  the  limitation  of  model  calculations,  and  that  the  EPA 
is  currently  evaluating  the  36-hour  figure  and  may  change  this  figure  in 
the  future.   In  this  case,  the  DOI  states  that  it  may  adopt  the  EPA's 
new  figure  for  its  OCS  regulations.   It  is  therefore  of  interest  to 
examine  the  basis  for  EPA's  selection  of  the  36-hour  concept. 
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Most  of  the  arguments  advanced  by  the  EPA  in  support  of  the  36HTT 
are  relevant  to  atmospheric  transport  of  o::one  and  can  be  found  in  the 
publication,  "Technical  Support  Document  for  Agency  Policy  Concerning 
Designation  of  Attainment,  Unclassifiable  and  Nonattainraent  Areas  for 
Ozone"  (EPA  1979).   The  scenario  adopted  by  the  EPA  is  shown  in  Table  3-1 
and  assumes  no  destruction  of  ozone  during  the  first  and  second  nights 
of  transport.   In  the  same  report,  estimates  of  ozone  half-life  in  the 
atmosphere  are  derived  from  an  appropriate  selection  of  the  relevant 
literature.  The  ozone  half-lives  near  the  earth's  surface  estimated  in 
this  way  are  S-7  hours  during  daytime,  and  5-12  hours  and  2-3  hours  at 
night  in  rural  and  urban  areas,  respectively.   Thus,  the  scenario  shown 
in  Table  3-1  in  support  of  the  36HTT  is  much  more  conservative  than  the 
EPA's  own  estimates  of  ozone  half-life  during  atmospheric  transport. 
The  report  indeed  acknowledges  that  the  36-hour  figure  is  overly  conser- 
vative,  "...The  estimate  ignores  any  impact  of  dilution,  assumes  ozone 
does  not  decay  at  all  over  night,  assumes  the  daytime  half-life  of  ozone 
is  six  hours,  and  assumes  transport  begins  at  6:00  P.M. --the  most  conser- 
vative possible  assumption  in  this  scenario"  (Op.  cit.  p. 28.). 

3.2  Field  Studies 

In  addition  to  the  studies  referenced  and  discussed  in  the  cited 
report  (EPA  1979),  there  have  been  several  field  studies  of  long-range 
transport  of  pollutants.  However,  these  studies  dealt  with  speculation 
about  the  transport  of  such  pollutants  as  ozone  (RTI  1975;  Cox  et  al . 
1975;  EPA  1976  and  Schjoldages  et  al .  1978),  sulfates  (Brosset  1979), 
and  particulate  polycyclic  aromatic  hydrocarbons  (Lunde  and  Bjorseth 
1977;  Bjorseth,  Lunde  and  Lindquist  1979).   Since  OCS  activities  emit 
primarily  NO,^  and  relatively  low  reactivity  alkanes,  the  studies  cited 
are  of  limited  relevance  to  OCS  activities. 

The  transport  of  pollutants  in  the  Los  Angeles  area  has  received 
much  attention,  and  evidence  has  been  presented  for  pollutant  transport 
up  to  100  miles  (EPA  1976).   A  classical  example  is  the  often  cited 
July  25,  1973  smog  episode,  when  the  impact  of  the  smog  front  moving 
eastward  at  an  average  speed  of  10  mph  was  felt  in  Palm  Springs  10  hours 
later  (Figure  3-1).   This  study  also  shows  a  substantial  decrease  in  0, 
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TABLE  3-1 

EPA  SCENARIO  ILLUSTRATING  OZONE  TRANSPORT 


Elapsed  Time 
(hr] 

Day 

0 

1 

6 

1 

12 

2 

18 

2 

24 

2 

30 

2 

36 

3 

Time  of 
Day 

Initial  Ozone 
Remaining 

Concentration 
(ppm) 

6  p.m. 

100 

.16 

Midnight 

100 

.16 

6  a.m. 

100 

.16 

Noon 

SO 

.08 

6  p.m. 

25 

.04 

Midnight 

25 

.04 

6  a.m. 

25 

.04 

Source:   EPA  (1979) 


-21- 


967 


JULY      25,     1973 


c 

Q. 

a. 


5.  0.40 


L 


< 

Q 

X 

O 

o 


0.20 


0 


0.40 


L.A.  DOWNTOWN 


< 


O 

LJ 

o 

o 

UJ 

o 
< 

ir 

UJ 

>- 
_j 
cr 
z> 
o 


0.20 


0 
0.40 


0.20 


0.40 


X 

< 


0.20 


0 


POMONA 


RIVERSIDE 


PALM    SPRINGS 


0 


33  O 

Q 

Ul 
bJ 

_; 

UJ 

o 


CO 


o 

cr 


oi 


< 


IOd 


HOUR    OF   DAY,    PS' 


Figure  3-1.   Diurnal  variation  Jul/  23,  1973,  of  oxidant  ccncsn- 
trations  at  air  monitoring  stations  at  Los  Angeles 
Downtown,  Pomona,  Riverside  and  Palm  Springs,  CA. 

(From  Pitts  et  al .  1976.) 
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concentrations  as  the  air  mass  moves  eastward  towards  Palm  Springs  and 
undergoes  dilution  and  removal  by  surface  deposition  or  chemical  reactions. 

In  contrast,  the  36-hour  travel  time  concept  would  hypothesize 
pollutant  transport  360  miles  east  of  Los  Angeles,  and  more  than  250  miles 
east  of  Palm  Springs.  A  careful  examination  of  available  air  quality 
data  reveals  no_  evidence  of  pollutant  transport  from  Los  Angeles  over 
such  a  large  scale. 

The  only  studies  directly  relevant  to  transport  of  ozone  precursors 
under  OCS  conditions  are  found  in  the  June  14,  1979  testimony  presented 
on  behalf  of  API  (High  1979).   These  studies  established  that  NO 
emissions  from  OCS  activities  have  negligible  impact  on  onshore  NO- 
levels.   Also,  the  Shell  Company  Beta  platform  (400  tons  NO  /year, 
8  miles  offshore  of  southern  California)  was  cited  by  DOI  in  its  proposed 
OCS  regulations  as  an  example  of  OCS  activity  having  no  impact  on  signifi- 
cance levels  onshore  (Fed.  Reg.  44:  27454) . 

3.3  Environmental  Chamber  Studies 

Despite  the  wealth  of  literature  data  concerning  smog  chamber 
studies  of  oxidant  formation  from  irradiated  mixtures  of  organic  vapors 
and  oxides  of  nitrogen,  only  a  few  studies  have  been  directed  to  the 
question  of  ozone  formation  under  conditions  simulating  multiday  transport 
of  polluted  air  parcels,  and  in  only  one  of  these  investigations  were 
the  conditions  of  direct  relevance  to  OCS  activities.   As  noted  above, 
the  conditions  pertaining  to  OCS  activities  involve  emission  of  NO  and 

X 

' low  reactivity  alkanes  (C, -C,)  with  very  substantial  dilution  occurring 
during  transport.   In  the  investigation  of  direct  relevance,  Glasson  and 
Wendschuh  (1977)  carried  out  chamber  studies  of  irradiated  organic-NO 
mixtures  over  periods  of  30  hours  (three  six-hour  irradiations  separated 
by  two  six-hour  dark  periods).   For  a  hydrocarbon/NO  ratio  of  2,  an  n- 
butane/NO  mixture  and  a  total  dilution  of  80%  over  30  hours  (much  less 
than  would  be  expected  for  OCS  operations),  the  ozone  yield  after  18 
hours  was  higher  than  after  six  hours,  but  decreased  below  the  6-hour 
level  after  30  hours.   Table  3-2  shows  the  data  obtained  for  various 
organic  vapors,  and  illustrates  the  significantly  lower  0,  .peak  concentrations 
obtained  from  n-butane  and  Solvent  3694  (a  mixed  paraffin  liquid)  compared 
to  that  from  propylene,  a  highly  reactive  alkene.   OCS  emissions  are  mainly, 
if  not  entirely,  paraffinic  in  nature. 
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TABLE  3-2 
30-HOUR  IRRADIATIONS  OF  VARIOUS  ORGANIC  COMPOUND-NO  MIXTURES 

X 


(a) 


(0.)  max  CpP'")  after 


Organic  Reactant 

6  hrs 

13  hrs 

30  hrs 

Benzene 

0.029 

0.016 

0.013 

Toluene 

0.25 

0.046 

0.029 

n- Butane 

0.10 

0.16 

0.077 

Propylene 

0.47 

0.21 

0.10 

cis-2-Butene 

0.43 

0.21 

0.12 

Tetramethyl ethylene 

0.51 

0.19 

0.063 

Trichloroethylene 

0.15 

0.11 

0.041 

Solvent  3694  (paraffinic) 

0.15 

0.17 

0.076 

Solvent  3600 

0.34 

0.13 

0.073 

Auto  exhaust 

0.47 

0.23 

0.13 

(a)   Initial  concentrations  are  1.6  ppm  HC  and  0.3  ppm  NO 
From  Glasson  and  Wendschuh  (1977)  ^ 
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5.4  Combined  Mixing,  Transport  and  Chemical  Reactions 

For  the  case  of  OCS  activities,  the  amount  of  alkane  depletion  by 
chemical  reaction  can  be  calculated  (Atkinson  et  al .  1979)  to  be  relatively 
small.   By  far  the  major  reduction  of  these  primary  pollutants,  including 
NO  ,  will  be  by  atmospheric  dilution.   Although  ozone  formation  will 
occur  with  photochemistry  of  the  NO  -alkane-air  mixture,  the  effects  of 
dilution  (at  least  20%  per  hour  reduction  in  concentration)  will  dominate 
over  the  ozone  formation  rate.   Thus,  in  the  absence  of  additional 
precursor  injections,  the  ozone  production  will  decrease  rapidly  with 
air  mass  travel  as  the  NO  -alkane-air  mixture  becomes  progressively  more 
dilute.  Therefore,  the  contribution  of  low  reactivity  alkanes  to  oxidant 
formation  after  an  extended  period  of  transport  and  dilution  should  be 
small  under  offshore  conditions  where  air  will  travel  considerable 
distance  without  accumulation  of  additional  precursor  emissions. 

3.5  Alternative  to  36HTT 

The  above  discussion  delineates  the  inadequacy  of  the  data  base  to 
support  a  36HTT  as  a  zone  of  influence  for  VOC  in  producing  ozone.  The 
application  of  this  concept  to  the  land  surface  itself  is  a  policy 
judgment,  rather  than  a  scientifically  based  decision.   Its  further 
extension  to  VOC  (not  ozone)  from  OCS  activities  is  clearly  unwarranted 
based  on  current  scientific  knowledge. 

To  regulate  based  on  a  more  realistic  assessment  of  impact,  we 
recommend  that  the  lessee  be  given  the  option  of  using  photochemical 
dispersion  modeling  to  be  used  to  assess  the  effect  of  OCS  related  VOC 
on  ozone  air  quality  rather  than  the  36HTT  concept.   The  DOI  states 
(Fed.  Reg.  44 :  27454)  that  it  has  been  informed  by  the  EPA  that, 
"atmospheric  simulation  models  are  not  adequate,  at  the  present  time,  to 
predict  the  impact  of  a  single  source  of  volatile  organic  compounds  upon 
ozone  levels".   Hence,  EPA  developed  the  alternative  of  the  36HTT  concept. 
We  strongly  believe  that  scientific  knowledge  has  increased  sufficiently 
since  the  foregoing  EPA  statement  was  made  to  warrant  serious  consideration 
of  the  photochemical  modeling  as  a  viable  alternative.   Photochemical 
dispersion  modeling,  specifically  incorporating  transport,  mixing  and 
chemical  kinetics,  offers  a  realistic  and  technically  sound  basis  for 
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estimating  the  impact  of  VOCs  on  ambient  o:one  which  can  supersede  the 
intuitively  based,  but  inherently  unrealistic,  36HTT  concept. 

The  modeling  approach  has  several  advantages.  This  methodology 

•  makes  allowance  for  nitrogen  oxides  emissions; 

•  incorporates  specifically  the  reactivity  of  the  hydrocarbons 
emitted.   The  chemical  transfonnations  of  these  materials  are 
well  established; 

•  incorporates  different  meteorological  conditions  and  makes 
objective  allowance  for  dilution; 

•  takes  into  account  the  accumulated  effects  of  other  emissions 
in  the  area  of  interest; 

•  incorporates  a  diurnal  variation  in  sunlight;  and 

•  predicts  ambient  levels  of  NO-,,  VOC  and  0,  at  points  of  interest. 

The  use  of  photoche.mical  models  for  such  purposes  are  now  recognized, 
as  exemplified  by  the  following  applications: 

•  Photochemical  dispersion  modeling  has  been  required  by  the  EPA 
to  calculate  the  impact  of  emissions  from  tanker  unloading 
operations  on  air  quality  in  certain  rural,  onshore  areas  of 
the  Pacific  Northwest. 

•  Results  of  a  photochemical  modeling  study  in  Denver  and  San 
Francisco  have  been  used  in  support  of  control  strategies  in 
State  Implementation  Plants  prepared  to  satisfy  EPA  regulations 
under  the  Clean  Air  Act  .Amendments;  and 

•  The  EPA  has  recently  recognized  the  availability  of  such 
models  for  applications  in  releasing  a  Request  for  Proposal  to 
examine  the  impact  of  urban  NO  emissions  on  ozone  concentrations 
50-250km  downwind  (Commerce  Business  Daily,  June  25,  1979). 

Although  these  studies  are  not  concerned  with  conditions  identical 
to  CCS  applications  for  VOC,  they  nevertheless  establish  the  growing 
role  of  photochemical  modeling  applications,  and  the  increased  confidence 
by  EPA  and  others  in  results  which  can  be  obtained  therefrom.   Indeed, 
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the  use  of  a  photochemical  dispersion  model  for  OCS  applications  to 
remote  emitters  may  be  easier  to  apply  than  in  complicated  multi-source 
situations  since  the  emissions  are  more  identifiable  and  separated  from 
other  sources.   Furthermore,  modeling  technology  will  continue  to  improve 
as  the  proposed  OCS  regulations  become  effective.   Therefore,  the  lessee 
should  have  the  option  of  using  models  to  assess  the  impact  of  VOC  emissions 
on  shoreline  air  quality  if  the  36HTT  indicates  a  potential  for  significant 
effect. 
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SUMMARY  i 

! 

Representative  costs  in  1979  dollars  associated  with^ dispersion 
modeling  studies  and  associated  meteorological  monitoring  programs  to 
evaluate  air  quality  effects  of  operations  in  the  Outer  Continental 
Shelf  (OCS)  are  given.   Since  the  scope  of  such  studies  could  vary- 
substantially,  the  information  is  presented  primarily  in  terms  of  unit 
costs.  Descriptions  and  costs  of  a  sample  of  realistic  ptograms  using 
these  components  are  also  provided. 

The  proposed  U.S.  Department  of  Interior  (DOI)  regulations  require 
dispersion  modeling  to  evaluate  incremental  contributions  of  OCS  sources 
to  onshore  ambient  pollutant  concentrations.  Models  approved  by  the 
Environmental  Protection  Agency  (EPA]  are  specifically  required.  Screening 
analyses  would  be  performed  first  to  assess  worst-case  impacts  for 
short-term  averaging  periods.   In  those  cases  where  these  calculations 
indicate  potential  violations  of  the  ambient  "levels  of  significance", 
detailed  modeling  would  be  performed.  Costs  associated  with  the  screening 
and  detailed  analyses  for  OCS  operations  at  a  single  location  are  estimated 
at  $15,000  and  $50,000,  respectively.   Regional  modeling  studies  to 
assess  effects  of  large-scale  development  scenarios  could  involve  expendi- 
tures of  more  than  $100,000. 

Reactive  pollutant  modeling  to  assess  effects  of  OCS  sources  on 
onshore  ozone  levels  is  not  required  under  the  proposed  regulations. 
However,  valid  techniques  capable  of  simulating  0.  formation  due  to 
offshore  sources  currently  exist  and  are  scientifically  preferable  to 
the  arbitrary  "36-hour  traveltime  concept  proposed  in  the  regulations. 
Costs  for  such  modeling  vary,  primarily  as  a  function  of  the  availability 
of  emissions  data  in  the  onshore  areas  of  concern,  since  ambient  ozone 
concentrations  depend  in  a  nonlinear  way  on  the  contributions  of  all 
sources  of  precursor  species  emitted.   Effects  of  isolated  OCS  sources 
can  be  evaluated  by  photochemical  modeling  for  approximately  S40,000. 
Regional  modeling  studies  may  require  expenditures  of  $150,000  or  more 
if  multiple  sources  are  to  be  considered. 

Meteorological  monitoring  programs  in  support  of  air  quality  modeling 
studies  are  described  in  terms  of  unit  costs  of  typical  weather  measure- 
ment systems.   The  number  and  type  of  instruments  required  depend  on: 


-111- 


977 


(1)  the  availability  of  existing  data  sources; 

(2)  the  complexity  of  meteorological  input  requirements  of  the 
models  used;  and 

(3)  the  nature  of  the  terrain  in  the  onshore  area(s)  of  potential 
impact. 

In  some  situations,  expensive  specialized  studies  involving  tracer 
releases,  balloon  flights  to  obtain  information  on  the  structure  of  the 
upper  atmospheric  boundary  layer  and  instrumented  ship  programs  might  be 
required  to  correctly  ascertain  wind  trajectories  from  OCS  development 
sites.   Depending  on  the  location  of  the  study  area  and  the  types  of 
information  already  available,  costs  of  $100,000  for  routine  meteorological 
measurements  to  in  excess  of  $500,000  for  multiple-site  measurements 
and/or  intensive  field  programs  (for  a  one-year  program)  could  be 
incurred  to  provide  the  necessary  input  information  for  modeling  studies. 

The  time  required  to  implement  and  perform  monitoring  and  modeling 
studies  is  an  extremely  important  consideration.   Even  the  simplest 
meteorological  networks  can  seldom  be  operational  in  less  than  three 
months.   Often,  site  selection  and  preparation,  ordering  of  equipment 
and  delays  in  its  delivery,  installation  and  calibration  of  equipment 
extend  this  time  period  to  more  than  six  months.   Delays  entailed  in 
planning  and  obtaining  authorization  for  nonroutine,  custom  designed 
programs,  such  as  those  involving  aircraft  measurements  or  instrumented 
buoys  could  easily  consume  a  year  or  more. 

Modeling  studies  also  can  involve  substantial  time  periods.   This 
is  partially  due  to  the  length  of  the  review  process  and  the  time  required 
to  address  questions  and  comments  by  interveners.   CXir  past  experience 
indicates  that  it  is  entirely  possible  for  more  than  three  years  to 
elapse  between  the  time  a  meteorological  monitoring  program  is  authorized 
and  the  date  of  final  approval  of  a  modeling  study  which  incorporates 
one  year  of  the  resulting  data.   Thus,  the  investment  in  time  for  such 
programs  is  at  least  as  important  a  consideration  as  the  associated 
monetary  expenditures,  when  major  new  facility  construction  is  involved. 
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1.   COSTS  OF  AIR  QUALITY  MODELING  STUDIES 

Compliance  with  the  ambient  "significance  levels"  specified  in  the 
proposed  USGS  regulations  will  be  judged  by  means  of  air  quality  modeling 
studies.  According  to  the  proposed  regulations,  no  acceptable  modeling 
techniques  exist  for  reliably  predicting  incremental  effects  of  OCS 
developments  on  onshore  ozone  concentrations.  This  would  mean  that  only 
relatively  inert  pollutants,  such  as  TSP,  SO-  and  CO,  would  be  evaluated 
in  this  way  (NOj  can  be  treated  simplistically  by  conservatively  assuming 
MO  emissions  are  completely  converted  to  NO^) .  However,  the  EPA, 
which  is  cited  in  the  proposed  regulations  as  the  source  for  the  USGS 
posture  on  reactive  pollutant  modeling,  is  itself  sponsoring  a  number 
of  studies  involving  the  use  of  oxidant  estimation  techniques.  Consequently, 
costs  for  both  reactive  and  nonreactive  pollutant  modeling  are  provided 
in  this  report. 

1.1  Nonreactive  Pollutants 

Evaluation  of  OCS  impacts  on  ambient  levels  of  nonreactive  pollutants 
involves  the  use  of  fairly  routine  modeling  techniques.  The  use  of  EPA- 
approved  models  (presumably  from  the  UNAMAP  series)  is  required  under 
the  proposed  regulations.   For  a  given  pollutant,  compliance  with  allow- 
able ambient  increments  will  probably  be  determined  by  first  evaluating 
maximum  short-term  impacts  at  the  nearest  onshore  receptor(s) ,  using 
worst-case  meteorological  dispersion  conditions  and  maximum  emissions. 
The  results  of  this  "screening"  analysis  will  determine  whether  more 
extensive  analysis  is  warranted.   If  there  appears  to  be  a  substantial 
chance  that  concentrations  due  to  offshore  emissions  will  approach 
allowable  values,  a  detailed  modeling  analysis  will  be  necessary.  This 
will  involve  assessment  and  processing  of  up  to  five  years  of  historical 
meteorological  data  for  input  to  the  model (s).  Alternately,  if  measure- 
ments to  support  modeling  are  conducted  {see   Section  2) ,  a  one-year  data 
record  may  be  sufficient.  Hourly  concentration  calculations  over  one  or 
more  annual  periods  are  processed  to  provide  predictions  for  comparisons 
with  allowable  ambient  levels  for  all  applicable  averaging  times. 


-1- 


979 


Reasonable  estimates  for  costs  associated  with  screening  and  detailed 
modeling  studies  to  address  air  quality  effects  of  OCS  emissions  (all 
pollutants)  are  given  below. 

Screening  Analysis:      $15,000 
Detailed  Analysis*:      $30,000 

The  above  costs  apply  to  the  case  of  OCS  emissions  from  a  single  opera- 
tional site.   If  the  impacts  of  developing  multiple  platforms  over  a 
large  offshore  area  are  to  be  addressed,  these  costs  could  easily  be 
doubled. 

1.2  Reactive  Pollutants 

Evaluation  of  the  effects  of  OCS  emissions  on  ambient  ozone  concen- 
trations onshore  is  complicated  by  the  fact  that  contributions  of 
individual  sources  cannot  be  added  linearly.  Thus,  photochemical  modeling 
often  involves  the  construction  of  a  detailed  emission  inventory  for  the 
study  area.   Impacts  of  a  particular  source  can  be  resolved  only  in  terms 
of  differences  between  calculated  results  with  and  without  that  source. 
Obviously,  the  location  of  a  particular  OCS  development  site  is  an 
important  factor  in  the  cost  of  performing  this  type  of  modeling.   For 
e.xample,  detailed  emissions  data  for  much  of  the  southern  California 
coastal  area  are  already  readily  available  from  public  sources. 

A  typical  study  to  estimate  maximum  reactive  pollutant  impacts  of  a 
proposed  offshore  platform  would  include  the  following  components: 

•  analysis  of  meteorological  data  to  determine  several 
realistic  trajectories  from  the  OCS  emission  siteCs) 
to  the  onshore  area(s)  of  concern; 

•  development  of  emissions  schedules  along  each  trajectory; 

•  one  or  more  calibration  model  runs  (without  the  OCS  source) 
to  adjust  model  parameters  for  best  agreement  with 
measured  ozone  concentrations  on  a  day(s)  with  high  observed 
ambient  levels; 


*Perforiiied  only  if  warranted  by  results  of  Screening  analysis, 
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•  final  runs  with  the  calibrated  model  and  with  the  OCS  source 
included;  and 

•  analysis  of  results  to  determine  effect  of  OCS  emissions  at 
onshore  locations. 

The  estimate  range  of  costs  for  such  a  study  is  from  $15,000  to 
$40,000,  depending  on  the  availability  of  valid  emissions  data.  Again, 
the  costs  for  simulations  involving  regional  OCS  development  and  multiple 
sources  would  almost  certainly  exceed  $100,000  and  could  reach  $150,000. 

The  time  required  to  perform  a  modeling  study  and  to  gain  regulatory 
approval  of  its  results  is  also  a  factor  of  major  importance.  Given  a 
complete  set  of  representative  meteorological  data,  at  least  one  year 
will  ordinarily  be  consumed  by  the  study  itself  and  the  associated  review 
process  and  permit  approval. 
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2,   METEOROLOGICAL  MONITORING  COSTS 

Actual  costs  associated  with  operation  of  a  meteorological  measurement 
program  can  be  determined  only  with  a  full  definition  of  the  specific 
monitoring  objectives  involved.   Since  this  discussion  deals  only  with 
generalized  programs,  the  cost  information  provided  here  is  for  components 
that  might  be  combined  to  develop  monitoring  networks  for  providing 
input  information  to  various  types  of  modeling  studies  to  assess  air 
quality  effects  of  OCS  development. 

Costs  for  two  types  of  basic  meteorological  measurement  stations 
are  presented.   In  addition,  the  costs  to  locate  each  type  of  station 
in  each  of  two  areas  of  anticipated  OCS  development  are  provided. 
Tables  2-1  and  2-2  indicate  total  estimated  costs  for  installation  and 
operation  (for  one  year)  of  an  instrumented  (onshore)  meteorological 
tower  and  of  a  wind  measurement  system  mounted  at  an  operational  OCS 
site  off  the  southern  California  and  Alaskan  coasts,  respectively. 
Differences  in  monitoring  costs  at  the  two  locations  reflect  increased 
expenses  at  the  Alaskan  site  for  installation  and  start-up,  maintenance, 
calibration  and  quality  assurance  auditing.   Detailed  equipment  lists 
and  associated  cost  breakdowns  for  the  two  types  of  meteorological 
stations  are  provided  in  Tables  2-5  and  2-4. 

The  amount  of  meteorological  instrumentation  that  would  be  required 
in  support  of  specific  air  quality  studies  related  to  OCS  development 
depends  on  the  following  factors: 

(1)  the  types  and  quantity  of  existing  meteorological 
measurement  programs  in  the  area  where  air  quality 
effects  of  OCS  development  or  operation  are  to  be 
evaluated; 

(2)  the  complexity  of  the  meteorological  input  require- 
ments of  the  models  to  be  employed;  and 

(3)  the  uniformity  or  irregularity  of  the  terrain  (and, 
therefore,  the  wind  flow  patterns)  in  the  study  area. 
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TABLE  2-1 

COST  SUMMARY  FOR  METEOROLOGICAL  STATIONS 
OCS  DEVELOPMENT  OFF  SOUTHERN  CALIFORNIA 


Equipment  Purchase  Price 

Spare  Instriiment  Use  Rate  Total 
Test  Equipment  Use  Rate  Total 

Installation  and  Start-up 

QA  Plan 

Operation,  Maintenance,  Calibration 
and  Data  Collection 

Data  Validation,  Processing  and  Reports 

QA  Audits  (4  per  year) 


Onshore 

Meteorological 

Tower 

Offshore 
Wind  2 
System 

$  22,567 

$  5,816 

1,452 

428 

416 

208 

56,160 

8,153 

1,372 

955 

23,774        10,990 

20,114        8,342 

4,104         3,614 


Total  Estimated  Costs  for  One-Year  Program   $109,959 


338,506 


60-meter  tower  instrumented  for  wind  speed  and  direction  (2  levels) , 
temperature,  temperature  difference,  and  standard  deviation  of  wind 

direction  (a„) . 

y 

Wind  speed/direction  system  for  offshore  site.  Costs  assume  meteoro- 
logical recorders,  translators,  etc.  can  be  housed  on  oil  platform 
and  that  routine  maintenance  of  instruments  can  be  performed  by 
client's  technician.  At  least  $300,000  additional  would  be  required 
if  no  platform  is  available  and  an  instrumented  buoy  station  is  used. 
Also,  use  of  a  workboat  for  several  hours  per  week  to  service  equipment 
not  cared  for  by  client's  technician  could  amount  to  an  additional 
315,000  -  $50,000  depending  on  location. 
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TABLE  2-2 


COST  SUMMARY  FOR  METEOROLOGICAL  STATIONS 
OCS  DEVELOPMENT  OFF  ALASKA 


Equipment  Purchase  Price 

Spare  Instrument  Use  Rate  Total 
Test  Equipment  Use  Rate  Total 

Installation  and  Start-up 

QA  Plan 

Operation,  Maintenance,  Calibration 
and  Data  Collection 

Data  Validation,  Processing  and  Reports 

QA  Audits  (4  per  year) 


Onshore 

Meteorological 
Tower"^ 

Offshore 

Wind  ^ 

System" 

$  22,567 

S  3,816 

1,452 

428 

416 

208 

47,963 

10,224 

1,572 

935 

27,893        13,712 

20,331         8,774 

7,070         4,867 


Total  Estimated  Costs  for  One-Year  Program   $129,266 


$44,984 


60-meter  tower  instrumented  for  wind  speed  and  direction  (2  levels), 
temperature,  temperature  difference,  and  standard  deviation  of  wind 
direction  (a,) . 

Wind  speed/direction  system  for  offshore  site.  Add  at  least  5300,000 
if  system  is  mounted  on  an  offshore  buov  station. 
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TABLE  2-3 
EQUIPMENT  REQUIRED  FOR  ONSHORE  METEOROLOGICAL  TOWER 

Item       Quantity  Description  Price 

1  1        8'  X  S'  X  8'  shelter  with  air  $  5,400 

conditioning,  heating,  instrument 
rack,  circuit  breaker,  outlets, 
lighting  and  no  OSHA  guard  rails 
or  ladder 

2  1        60-meter  meteorological  tower,  4,967 

Rohn 

3  1        Translator,  mainframe  and  card,  677 

Climatronics 

4  2        Wind  speed/sind  direction  system,         5,906 

Climatronics  F460 

5  1        Temperature/temperature  difference       2,569 

system,  Rosemount 

6  1        Wind  variability,  digital  standard         93S 

deviation  computer,  Climatronics 
#100168 

8  3        Single  pen  recorder,  Esterline  1,419 

.Angus  #MS401C  

Total     $22,567 
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TABLE  2-4 
EQUIPNENT  REQUIRED  FOR  OFFSHORE  WIND  SYSTEM* 

Item       Quantity  Description  Price 

1  1        Hardware  for  mounting  meteorological   $  1,739 

equipment 

2  1        Translator,  mainframe  and  card,  677 

Climatronics 

3  1        Wind  speed/wind  direction  system,        1,953 

Climatronics  F460 

4  1        Dual  recorder,  Esterline  .Angus  1,447 

=fA601C  

Total    $  5,316 


^Assumptions  -  a  building  on  the  oil  rig  can  be  used  to  house  the 
meteorological  recorders,  translator,  etc. 
-  the  meteorological  instrumentation  gear  can  be  mounted 
on  the  rig  using  a  boom. 
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In  general,  more  instrumentation  is  required  for  applications  involving 
OCS  emissions  than  for  equivalent  sources  on  land,  since  the  transition 
from  marine  to  inland  regimes  is  always  an  important  phenomenon  to  be 
documented  in  determining  onshore  effects  of  OCS  operations. 

Supplementary  programs  such  as  tracer  studies,  balloon  or  radiosonde 
flights  and  instrumented  ship  monitoring  studies  may  be  necessary  to 
provide  accurate  information  regarding  wind  patterns  and  stabilities 
influencing  the  transport  and  dispersion  of  offshore  pollutant  emissions. 
Such  experiments  are  generally  more  expensive  than  stationary  monitoring 
and  must  be  limited  to  only  a  few  days'  duration  per  season  to  gain  some 
idea  of  the  annual  variations  of  meteorological  characteristics  at  a 
given  site.   For  example,  it  is  estimated  that  a  program  of  radar- 
tracked  tetroon  flights  to  document  wind  trajectores  from  OCS  development 
areas  would  involve  a  cost  of  at  least  $130,000,  assuming  15  flights  for 
each  season.  However,  in  many  cases,  studies  of  this  kind  are  the  only 
means  of  obtaining  reliable  offshore  meteorological  information  for  use 
in  air  quality  dispersion  studies. 

Depending  upon  the  factors  listed  above,  the  number  of  instrumented 
towers  and  wind  systems  necessary  to  supply  the  necessary  data  can  vary 
considerably.   For  a  site  off  the  coast  of  Los  Angeles,  for  e.xaraple,  no 
new  onshore  meteorological  measurements  would  be  necessary.  However,  at 
least  two  wind  sets  mounted  either  on  the  oil  platforms,  on  buoys  (at  an 
additional  cost  of  at  least  $150,000  per  instrument  site  per  year),  or 
on  islands  (if  applicable)  would  be  extremely  helpful  for  characterizing 
transport  of  emissions  from  several  miles  off  the  coast. 

On  the  other  hand,  for  example,  dispersion  studies  involving  the 
northern  portion  of  the  southern  California  bight,  an  average  of  two 
onshore  meteorological  towers  would  probably  be  required  in  addition  to 
the  offshore  wind  measurements. 

On  the  basis  of  the  above  discussion,  it  is  apparent  that  annual 
costs  for  meteorological  monitoring  to  support  specific  OCS  modeling 
studies  could  range  from  about  $100,000  for  a  single  platform  to  well 
over  $500,000,  for  a  multiple  platform  application,  depending  on  the 
location  of  the  OCS  development  and  the  particular  monitoring  and  modeling 
objectives.   Because  of  the  large  costs  involved,  it  is  strongly  recommended 
that  all  monitoring  plans  be  discussed  in  detail  with  responsible  regulatory 
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officials  prior  to  program  start-up  to  ensure  that  the  information 
obtained  will  be  adequate  to  support  the  necessary  modeling  studies. 
Another  important  factor  is  the  typical  lead  time  to  choose  monitoring 
sites,  to  procure  permission  for  the  sites,  to  order  monitoring  and 
reporting  equipment  and  to  install  and  calibrate  the  instrumentation. 
Ordinarily,  even  the  simplest  meteorological  stations  require  3-6  months 
to  become  fully  operational.   Substantially  longer  waiting  times  are 
anticipated  for  specialized  programs  involving  permits  for  placement  of 
buoyed  stations  in  navigable  waters  or  aircraft  sampling  techniques. 
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The  Chairman.  Thank  you. 

Mr.  Hughes? 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  the  members  of  the  panel. 

Mr.  Silcox,  in  reference  to  your  remarks  about  the  present  re- 
sponse capabiHty  to  clean  up  oilspills,  you  responded  that  you 
would  provide  some  additional  information  to  the  committee. 

I  am  just  interested  in  knowing  if  we  might  find  out  now,  what  is 
the  state  of  the  art?  Our  capabilities  are  developing  in  the  Gulf  of 
Mexico  where  the  conditions  are  a  lot  different  than  they  are  in 
the  environment  off  the  California  coast  or  the  Mid-Atlantic,  or  the 
Georges  Bank  area,  where  a  lease  sale  is  contemplated  in  the  near 
future. 

We  heard  testimony  this  morning  from  the  Coast  Guard  that 
typical   weather  conditions   are   10-foot  seas,   and   18-knot  winds. 

Do  we  have  the  capability  to  clean  up  a  spill  in  that  type  of 
weather? 

Mr.  Silcox.  Mr.  Hughes,  I  would  like  to  say  I  am  not  your  expert 
witness  in  that  matter,  being  a  geologist.  But  I  would  say  this: 
Certainly  the  industry  has  very  adequately  displayed  to  the  Interi- 
or Department  that  it  has  a  capability  of  responding  off  the  east 
coast  of  the  United  States,  to  wit,  the  operations  that  are  going  on 
there  at  the  present  time. 

The  industry  has  also  had  to  demonstrate  to  the  Interior  Depart- 
ment some  degree  of  capability  in  order  to  enter  into  the  explorato- 
ry drilling  phase  in  the  Gulf  of  Alaska.  There  is  spill  equipment  in 
place  for  response  in  the  Cook  inland  area  of  Alaska  where  the  sea 
conditions,  I  think,  are  likely  as  onerous  as  they  are  here. 

There  are  definite  limits  to  the  existing  equipment.  But  I  think 
that  by  and  large  you  are  looking  at  open  sea  conditions  in  the 
Gulf  of  Mexico  that  can  be  as  bad  or  worse  than  they  are 

Mr.  Hughes.  I  recognize  this  is  not  your  area  of  expertise.  I 
wonder  if  as  part  of  your  submission  you  will  furnish  to  the  com- 
mittee information  on  the  state  of  the  art?  We  would  like  to  know 
just  what  your  research  and  development  is  at  the  present  time 
because  that  is  a  major  problem,  not  just  off  the  California  coast 
but  also  the  Mid-Atlantic  and  the  Georges  Bank  region. 

I  was  also  interested  in  your  statistics.  You  indicated  in  your 
testimony  that  roughly  SV2  percent  of  our  offshore  lands  are  under 
lease  compared  to  some  35  percent  in  the  non-Communist  coun- 
tries. 

Mr.  Silcox.  Yes,  sir. 

Mr.  Hughes.  I  wonder  if  you  can  equate  that  in  the  form  of 
acreage?  For  instance,  what  does  the  Department  of  the  Interior 
presently  have  under  lease  to  industry  in  our  offshore  areas? 

Mr.  Silcox.  I  don't  have  the  acreage  figures  right  here. 

Mr.  Hughes.  Does  16  million  sound  about  right  to  you? 

Mr.  Silcox.  I  understand  that  is  a  figure  bandied  around  this 
morning  and  was  agreed  to.  But  I  really  don't  have  a  figure  at 
hand.  I  do  know  the  SVa-percent  figure  is  quite  accurate.  And,  of 
course,  you  realize  in  the  North  Sea  the  very,  very  large  part  of 
that  area  is  under  lease,  and  that  there  is  close  to  a  million  barrels 
a  day  there. 
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Mr.  Hughes.  Of  course,  that  is  a  different  lease  arrangement. 
Doesn't  the  Commonwealth,  the  British  Commonwealth,  have  a  51- 
percent  interest  in  any  lease? 

Mr.  SiLCOx.  I  don't  think  that  has  any  bearing  on  the  ability  to 
operate  safely  in  the  area. 

Mr.  Hughes.  There  is  a  different  approach  to  leasing  in  some  of 
the  countries  in  Europe. 

Mr.  SiLCOX.  It  shows  those  countries  that  are  in  need  don't  go 
through  this  masochistic  type  of  exercise,  but  they  respond  and 
develop  their  resources. 

Mr.  Hughes.  I  wonder  if  we  could  have  for  the  record,  Mr. 
Chairman,  if  the  industry  would  supply  for  us  what  presently  is 
under  lease  to  the  industry? 

Mr.  SiLCOX.  Sure.  I  believe  that  we  get  the  overseas  figures  from 
our  overseas  operations. 

[The  information  is  on  file  with  the  committee.] 

Mr.  Hughes.  Is  it  your  impression  that  the  non-Communist  coun- 
tries that  you  indicate  have  35  percent  of  their  offshore  areas 
under  lease  have  as  much  acreage  under  lease  as  this  country 
does? 

Mr.  SiLCOX.  I  would  dare  say  it  is  probably  much  greater  area 
worldwide. 

Mr.  Hughes.  The  percentages  sometimes  cannot  really  re- 
flect  

Mr.  SiLCOX.  I  appreciate  that. 

Mr.  Hughes  [continuing].  The  actual  impact  of  areas  under  lease. 

Mr.  SiLCOX.  Yes. 

Mr.  Hughes.  Would  you  agree  that,  of  course,  one  side  of  the 
equation  that  should  be  considered  by  the  Department  of  the  Inte- 
rior is  the  industry's  ability  to  accept  new  acreage  and  to  explore 
for  oil  and  gas  resources  in  a  manner  to  bring  it  online  for  this 
country  to  consume  as  part  of  our  national  policy?  Isn't  that  true? 

Mr.  SiLCOX.  Oh,  that  is  quite  true.  And  I  am  sure  you  know  that 
as  well  as  I  do.  You  had  representatives  of  Shell  Oil  Co.  and  you 
have  had  representatives  of  Exxon  before  this  very  committee  urg- 
ing you  to  increase  the  rate  of  exposure  to  the  industry  of  Federal 
lands. 

I  am  sure  they  wouldn't  be  doing  this  and  I  would  not  be  sitting 
here  asking  you  to  move  it  up  if  we  didn't  think  we  had  the 
financial  capacity  to  do  the  work. 

Mr.  Hughes.  By  the  same  token,  we  hear  from  the  Department 
of  Interior  and  industry  from  time  to  time  that  there  are  natural 
capital  constraints,  equipment  constraints.  We  are  talking  about  a 
very  capital  intensive  industry. 

One  of  the  reasons  that  industry  gives  from  time  to  time — and  I 
suspect  Chevron  does  the  same  thing  from  time  to  time— is  that 
either  they  don't  have  the  equipment  to  move  ahead  or  capital 
constraints  require  that  in  the  prioritizing  of  their  leases  they  have 
to  explore  in  other  areas. 

That  was  one  of  the  reasons  advanced  just  recently  in  the  Santa 
Barbara  release,  was  it  not,  where  you  were  at  the  primary  term,  5 
years,  in  a  tract  in  Santa  Barbara? 

Mr.  SiLCOX.  Well,  the  Santa  Barbara  Channel,  as  I  am  sure  you 
are  aware,  presents  a  special  problem  where  as  a  result  of  a  1969 
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oilspill,  there  was  a  long  moratorium  period  delayed  by  the  then 
Secretary  of  the  Interior,  Mr.  Hickel. 

Those  companies  were  precluded  from  drilling  on  those  leases  for 
a  long  period  of  time.  Finally  it  took  the  courts  to  tell  the  Federal 
Government  that  you  have  in  effect  taken  their  lease,  their  lands, 
their  rights,  and  that  you  have  got  to  give  it  back  to  them  and 
have  to  give  it  back  to  them  with  time  on  the  end. 

That  is  why  those  leases  have  still  been  in  effect.  At  the  present 
time  the  Interior  Department  is  requiring  on  those  leases  90-days' 
obligations,  and  the  industry  is  meeting  those  obligations. 

I  have  two  rigs  working  in  the  Santa  Barbara  Channel  right  now 
under  the  very  same  stipulations. 

Mr.  Hughes.  I  understand  there  were  extenuating  circumstances 
such  as  you  describe,  but  we  have  often  heard  the  statement  made 
by  industry  that  one  of  the  reasons  why  they  didn't  move  ahead 
expeditiously  with  certain  tracts  was  because  of  either  capital  con- 
straints or  rig  constraints. 

My  only  point  was  that  there  is  another  side  of  the  equation; 
that  is,  the  industry's  ability  to  accept  new  acreage. 

We  are  not  just  in  the  business  of  parting  with  the  title  to 
acreage.  We  are  trying  to  explore  for  oil  consistent  with  other 
public  policy. 

Mr.  SiLCOX.  The  consortium  we  led  in  the  Santa  Barbara  Chan- 
nel sale  in  48  was  the  most  successful  consortium  there.  We  spent 
over  $303  million  and  we  took  some  18  leases  in  the  Santa  Barbara 

Channel. 

We  presently  have  two  seismic  crews  operating  on  those  proper- 
ties. We  anticipate  the  permit  procedure  through  the  Federal  Gov- 
ernment, the  State  coastal  zone  commission  and  so  forth  will  take 
approximately  6  months. 

When  that  6  months  comes,  we  are  going  to  have  drilling  equip- 
ment in  the  channel  and  going  to  be  drilling.  We  fully  understand 
our  obligations  when  we  take  the  leases.  I  think  the  Secretary  has 
made  that  clear.  We  are  going  to  move  ahead. 

You  say  this  is  a  capital  intensive  industry,  and  it  surely  is.  But 
also  it  is  a  resource  base  industry.  Without  the  resources,  then  we 
are  dead. 

Mr.  Hughes.  We  are  trying  to  help  you  with  that.  We  are  trying 
to  reduce  the  front-end  bonus  and  change  the  leasing  system  so  you 
don't  have  to  put  so  much  money  up  front. 

Just  one  additional  thing.  We  heard  the  USGS  figures  for  lease 
sale  53  of  close  to  465  million  barrels  of  oil.  Your  colleague,  Mr. 
Ogle,  indicates  it  might  be  somewhere  between  1.5  and  2  billion 
barrels. 

Are  you  going  to  leave  us  with  any  figures  today? 

Mr.  SiLCOX.  No,  sir. 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Lewis? 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

I  am  not  sure  whether  it  was  Mr.  Ogle  or  others  mentioned  there 
was  something  in  the  neighborhood  of  1  million  cubic  feet  of  gas 
potentially  off  the  coast.  I  would  like  to  know  what  does  that 
mean?  What  does  1  million  cubic  feet  mean  in  terms  of  a  substitute 
for  crude  oil? 
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Mr.  SiLCOx.  I  don't  know  what  the  figure  was  Mr.  Ogle  gave  you. 
But  it  wasn't  1  milUon  cubic  feet.  It  was  1  trillion  cubic  feet.  One 
trillion  cubic  feet 

Mr.  Lewis.  What  I  want  to  know  is,  for  a  layman,  tell  me  what  1 
million  or  1  trillion  does  in  terms  of  substitute  for  crude  oil. 

Mr.  SiLCOX.  The  only  way  to  do  that  is  look  at  a  Btu  value.  It  is  a 
matter  of  making  some  calculations  which  I  am  not  prepared  to  do 
at  this  time. 

Mr.  Lewis.  Can  anybody  else  do  that? 

Mr.  Spaulding.  An  easy  conversion  factor  is  that  it  takes  6  MCF 
of  gas  in  order  to  equal  1  barrel  of  oil.  So  if  you  are  talking  about  1 
trillion  cubic  feet  of  gas,  that  would  be  the  equivalent,  divide  by  6 
barrels  of  oil.  So  that  the  ratio  between  oil  is  6  to  1. 

Mr.  SiLCOX.  I  think  it  is  6  million  cubic  feet  per  barrel. 

Mr.  Lewis.  All  right.  What  really  occurred  to  me  when  we  talked 
about  1  trillion  plus  cubic  feet  of  gas  off  the  coast  of  California, 
where  we  have  an  air  quality  problem  in  the  State,  if  there  was 
that  kind  of  potential,  piped  or  otherwise,  in  terms  of  the  air 
question,  it  would  be  very  important,  plus  environmentally. 

Mr.  SiLCOX.  There  is  no  question  about  that.  As  a  matter  of  fact, 
that  is  the  part  that  concerns  the  industry  very  much. 

Mr.  Lewis.  I  am  concerned  about  the  marine  life,  but  I  am  more 
concerned  about  the  old  people  dying  in  my  district  from  smog. 

Mr.  SiLCOX.  Yes.  I  am  sure  that  you  have  been  told  this  by 
Exxon.  There  is  enough  gas  in  the  Hondo  field  in  the  Santa  Bar- 
bara channel  to  supply  the  adjoining  three  counties  for  a  long 
period  of  time,  yet  Exxon  is  unable  to  produce  that  gas  because  of 
restrictions  from  the  State  of  California. 

Mr.  Lewis.  I  can't  remember  who  said  it,  but  somebody  said  they 
really  felt  if  there  was  danger  to  the  marshes,  that  the  industry 
and  the  Coast  Guard  shouldn't  worry  about  that,  but  I  guess  game 
management  just  ought  to  take  that  on  as  one  of  their  duties. 

I  think  that  was  in  your  statement. 

Mr.  SiLCOX.  No,  I  don't  think  so.  I  think  Dr.  Straughan  addressed 
herself  to 

Dr.  Straughan.  I  didn't  say  that. 

Mr.  Lewis.  So  nobody  here  agrees  with  that? 

Dr.  Straughan.  No. 

Mr.  Lewis.  Now,  Mr.  Hughes  I  think  talked  about  the  question 
that  the  water  in  the  north  is  a  little  more  active  than  the  water  in 
the  south,  active  waves,  turbulence. 

Mr.  SiLCOX.  Mr.  Hughes  did? 

Mr.  Lewis.  High  sees,  yes.  In  other  words 

Mr.  SiLCOX.  If  you  are  speaking  of  the  open  versus  the  Santa 
Barbara  Channel,  I  suppose  that  is  true.  The  south  of  the  channel, 
of  course,  the  Channel  Islands  do  offer  a  modicum  of  protection. 

Mr.  Lewis.  But  basically  the  water  off  northern  California  is 
rougher  sea  than  the  water  off  the  south. 

Mr.  SiLCOX.  I  imagine  there  is  some  degree  of  correlation,  yes, 
sir. 

Mr.  Lewis.  You  disagree  with  me? 

Mr.  SiLCOX.  No,  I  am  trying  to  agree  with  you,  sir. 

Mr.  Lewis.  It  is  easy.  Just  say  you  agree? 

Mr.  SiLCOX.  Generally  I  agree. 
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Mr.  Lewis.  Then  somebody  made  a  statement,  I  think  it  was  the 
doctor,  talking  about  people  on  beaches,  using  public  beaches,  that 
that  was  a  special  interest  group. 

Dr.  Straughan.  Aren't  we  all? 

Mr.  Lewis.  Yes.  But  the  way  you  said  it,  it  wasn't  like  "aren't  we 
all."  I  guess  there  are  citizens  and  taxpayers  there  that  use  the 
beach. 

Dr.  Straughan.  No.  Let  me  make  my  point.  I  think  that  in  the 
environmental  assessment  process  one  frequently  looks  at  the  prob- 
able impact  of  the  oil  industry  without  comparing  it  with  the 
probable  impacts  of  other  operations  that  are  going  on  there. 

The  problem  on  the  beaches  is  the  fact  that  everybody  wants 
their  beach  to  look  nice  and  clean.  On  public  beaches  they  have 
people  going  along  cleaning  up  all  the  kelp  off  the  beach.  Unfortu- 
nately, it  looks  like  they  are  removing  populations  of  certain  ani- 
mals at  the  same  time.  This  is  being  done  continuously. 

Mr.  Lewis.  Is  that  a  profitmaking  thing  by  the  kelp  industry? 

Dr.  Straughan.  No,  it  is  not. 

Mr.  Lewis.  Because  there  is  a  kelp  industry. 

Dr.  Straughan.  No.  This  is  part  of  the  general  beach  mainte- 
nance program. 

Mr.  Lewis.  OK. 

Dr.  Straughan.  Can  I  get  back  to  the  point  I  was  trying  to 
make.  I  had  originally  thought  part  of  environmental  assessment 
was  to  decide  what  should  be  carried  on  an  area  that  would  have 
the  least  negative  impact.  I  don't  think  we  always  balance  it  that 
way.  I  think  we  sometimes  forget  about  what  is  going  on  there  and 
say  maybe  that  new  thing  is  no  good. 

Mr.  Lewis.  Well,  I  don't  know.  I  can't  repeat  the  phrase  as  you 
used  it.  What  was  the  phrase  you  used?  The  least  something  im- 
pact? 

Dr.  Straughan.  Least  environmental  impact. 

Mr.  Lewis.  The  least  environmental  impact  would  be  me  losing 
two  arms  and  one  leg  as  against  me  losing  all  four.  So,  I  don't 
think  using  "least"  is  a  fair  way  to  do  something. 

I  just  have  two  other  questions. 

You  say  for  the  record,  Doctor,  that  you  did  have  other  informa- 
tion about  spills  that  showed  there  was  different  damage,  long- 
range  damage,  as  against  Santa  Barbara.  I  wonder  if  you  could 
submit  that  body  of  data  for  the  record,  not  just  the  statement. 

Dr.  Straughan.  OK.  Are  you  asking  for 

Mr.  Lewis.  You  made  a  statement  that  when  you  studied  Santa 
Barbara,  when  it  was  all  over  it  really  didn't  have  that  bad  long- 
range  effect.  Then  you  did  for  the  record  say  that  you  did 

Dr.  Straughan.  Would  you  like  a  copy  of  all  my  oil  spill  work, 
or  would  you  just  prefer  something  that  summarizes  it?  I  think 
that  is  what  I  am  driving  at. 

Mr.  Lewis.  Well,  I  would  start  because  I  am  at  the  mercy  of  the 
chairman,  but  I  would  like  the  data  that  indicates  persistent  long- 
term  effects  of  oil  spills.  You  volunteered  the  statement  for  the 
record.  What  baseline  or  control  data  did  you  have  before  the 
Santa  Barbara  oil  spill? 
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Dr.  Straughan.  To  answer  what  data  did  we  have  before  the  oil 
spill,  we  had  what  was  currently  available  in  the  literature  at  that 
time. 

Mr.  Lewis.  What  kind  of  literature? 

Dr.  Straughan.  Scientific  literature.  Unfortunately,  there  was 
not  as  much  as  people  had  believed.  There  was  some  fairly  new 
data  on  the  intertidal  algae  and  several  other  groups. 

But  one  of  the  problems  with  oil  spill  research  is  that  scientific 
methods  until  the  last  few  years  were  frequently  not  good  enough 
to  look  at  the  different  impacts  of  different  factors  operating  in  the 
environment. 

So,  while  there  was  some  baseline  data  available  at  that  time,  it 
was  very  difficult  to  work  with,  and  very  difficult  to  interpret. 

Mr.  Lewis.  What  is  wrong  with  establishing  a  benchmark? 

Dr.  Straughan.  Nothing  at  all. 

Mr.  Lewis.  I  thought  either  you  or  Mr.  Norton  or  somebody 
said 

Dr.  Straughan.  I  said  we  cannot  establish  a  benchmark  for 
every  10  feet  of  the  coastline. 

Mr.  Lewis.  That  is  like  Bond  saying  you  cannot  have  an  FAA 
inspector  looking  over  everybody's  shoulder.  I  don't  think  anybody 
suggested  that. 

Dr.  Straughan.  One  gets  the  feeling — we  should  establish  bench- 
marks for  different  types  of  habitats,  for  habitats  that  we  think 
might  be  impacted. 

Mr.  Lewis.  Realistic. 

Dr.  Straughan.  Realistic.  BLM  uses  their  oil  spill  model  to 
predict  where  oil  possibly  would  go.  Therefore,  you  get  an  indica- 
tion of  areas  that  may  be  impacted.  Therefore,  those  are  the  sort  of 
areas  to  look  at.  All  of  this  should  be  part  of  the  environmental 
assessment  process. 

Mr.  Lewis.  Just  one  last  thing.  You  have  shown  us  that  you  have 
done  a  lot  of  training  of  your  people  in  blowouts,  Mr.  Norton,  a  lot 
of  training  of  your  personnel  in  the  handling  of  blowouts. 

Mr.  Norton.  Yes,  sir. 

Mr.  Lewis.  I  believe  you  stated  rightfully  and  probably  so  that 
you  are  doing  extra  training  of  your  people  to  respond  to  either 
preventing  or  limiting  the  damage  from  blowouts. 

Mr.  Norton.  Yes,  sir,  that  is  correct. 

Mr.  Lewis.  Does  that  mean  that  inherently  blowouts  are  a  dis- 
tinct part  of  the  action  of  doing  the  business? 

Mr.  Norton.  I  think  that  blowouts  are  caused  by  human  error. 

Mr.  Lewis.  Everything  is  caused  by  human  error.  Even  the  de- 
sign—if the  design  is  faulty,  it  is  because  the  designer  made  an 
error. 

Mr.  Norton.  Red  Adair  said  there  probably  always  will  be 
blowouts.  But  what  we  have  done  is  found  out  why  these  things 
blow  out,  and  then  we  have  taken  our  men  and  trained  them  to 
look  for  these  things,  and  then  backed  them  up  with  all  kinds  of 
instrumentation  and  sensors  and  alarms. 

Mr.  Lewis.  Are  those  things  independent  and  redundant? 

Mr.  Norton.  Yes,  there  are  sometimes  several  layers  of  redun- 
dancy. 
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Mr.  Lewis.  Are  they  independent  as  well?  In  other  words,  if  one 
part  blows,  do  they  all  blow? 

Mr.  Norton.  No.  There  could  be  electrical  failure.  Still  alarms 
will  work. 

Mr.  Lewis.  So  they  are  redundant,  and  also  if  one  system  goes,  it 
doesn't  mean  the  whole  thing  blows? 

Mr.  Norton.  That  is  correct. 

Mr.  Lewis.  Thank  you. 

Mr.  Norton.  One  other  point.  We  do  want  to  make  the  point 
that  there  is  always  available  drilling  equipment  to  handle  any 
kind  of  a  drilling  desired  by  the  oil  companies.  We  are  willing  to 
build  new  offshore  drilling  units  when  we  see  that  sufficient  future 
lease  sales  have  been  scheduled. 

Mr.  Lewis.  When  is  the  best  time  for  me  to  buy  long? 

Mr.  SiLCOx.  When  the  sale  schedule  is  stepped  up. 

Mr.  Lewis.  Keep  it  as  long  as  you  want  and  the  price  goes  up. 

The  Chairman.  Mr.  McCloskey? 

Mr.  McCloskey.  Dr.  Straughan,  in  the  data  you  had  available  to 
you,  did  it  include  the  MIT  study  that  considered  all  the  tankers  in 
World  War  II? 

Dr.  Straughan.  I  have  seen  small  excerpts  from  it.  I  have  not 
seen  the  entire  study. 

Mr.  McCloskey.  The  Santa  Barbara  oil  spill  was  about  20,000 
barrels? 

Dr.  Straughan.  I  thought  it  was  larger  than  that. 

Mr.  McCloskey.  The  annual  natural  seepage  in  the  Santa  Bar- 
bara area  is  about  equal  to  the  Santa  Barbara  spill,  is  it  not? 

Dr.  Straughan.  Somewhat  similar. 

Mr.  McCloskey.  If  lease  sale  53  went  ahead,  and  if  all  of  the 
tracts  were  developed,  how  many  wells  would  you  expect  to  be 
drilled?  Your  testimony  was  that  you  drilled  10,000  wells  in  the 
last  10  years  and  you  had  two  blowouts. 

How  many  wells  would  be  drilled  if  lease  sale  53,  which  you 
think  should  go  forward,  does  go  forward? 

Mr.  Norton.  I  am  really  not  in  a  position  to  answer  that. 

Mr.  McCloskey.  Are  any  other  members  of  the  panel? 

Mr.  SiLCOx.  It  all  depends  on  what  is  found,  the  nature  of  the 
reservoirs. 

Mr.  McCloskey.  Let's  assume  we  meet  Mr.  Ogle's  estimate  of  2 
billion  barrels. 

Mr.  SiLcox.  Mr.  McCloskey,  it  really  depends  upon  the  nature  of 
the  reservoirs  we  are  looking  at.  If  we  are  looking  at  fine-grained 
reservoirs,  such  as  the  Monterey  formation  in  the  Santa  Barbara 
Channel,  you  go  to  40/60  acre  spacing.  If  you  find  a  nice  thick 
sand,  you  may  go  to  80  acre  spacing. 

Until  you  know  precisely  what  you  are  looking  at,  it  is  difficult 
to  come  up  with  numbers. 

Mr.  McCloskey.  Are  we  talking  about  more  than  10,000  wells? 

Mr.  SiLCOx.  Much  less. 

Mr.  McCloskey.  1,000  or  2,000  wells?  How  do  we  compare  the 
likelihood  of  the  possibility  that,  as  Mr.  Norton  said,  in  one  out  of 
every  5,000  wells,  he  is  going  to  have  a  control  problem. 

Mr.  SiLCOX.  I  don't  know  what  the  figure  is  for  the  number  of 
wells  drilled  in  the  Santa  Barbara  Channel  since  1969,  but  it  has 
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been  an  appreciable  number,  several  thousand.  I  would  say  this — 
there  hasn't  been  an  accident  since  that  time. 

Mr.  McCloskey.  Didn't  Chevron  own  one  of  the  tankers  that 
collided  in  San  Francisco  Bay? 

Mr.  SiLCOX.  I  hate  to  say  it,  sir,  but  we  owned  one  of  them.  In 
fact,  we  owned  them  both. 

Mr.  McCloskey.  We  had  hearings  on  that  collision.  I  am  bring- 
ing it  up  because  of  the  hostility  in  your  testimony  toward  Govern- 
ment regulation.  One  of  the  conclusions  of  those  hearings  was  that 
that  ship  under  a  Greek  or  Panamanian  flag  should  have  radar. 

I  think  that  was  the  conclusion.  It  took  the  Government's  regula- 
tion to  force  the  company  to  equip  its  ships  properly  so  that  those 
collisions  were  not  going  to  be  repeated,  didn't  it? 

Mr.  SiLCOX.  There  just  were  not  adequate  traffic  separation  sig- 
nals. 

Mr.  McCloskey.  But  you  would  concede  the  Government  proper- 
ly regulated  in  that  case? 

Mr.  SiLCOX.  Absolutely. 

Mr.  McCloskey.  That  was  two  10,000-ton  tankers  which  collided, 
wasn't  it? 

Mr.  SiLCOX.  I  was  in  Anchorage,  Alaska,  at  the  time.  I  remember 
waking  up  about  4  in  the  morning  and  hearing  it  on  the  radio.  I 
don't  know  the  size  of  the  tankers. 

Mr.  McCloskey.  You  raised  an  important  point  in  your  testimo- 
ny of  this  claimed  conflict  between  the  Coastal  Zone  Management 
Act  and  the  Outer  Continental  Shelf  Act.  That  came  as  a  surprise 
to  me. 

I  heard  the  claim  that  somehow  the  consistency  certification  of 
the  Coastal  Zone  Management  Act  would  apply  just  to  the  notice  of 
a  sale.  I  cannot  believe  as  a  lawyer  and  as  a  participant  in  the 
committee  that  passed  these  bills  that  we  intended  that  the  mere 
notice  of  a  sale  be  consistent  with  the  State's  coastal  zone  plan.  If 
you  concede  that,  the  State  would  then  have  the  right  to  veto  any 
offshore  drilling. 

We  passed  an  act  of  Congress  to  authorize,  in  fact  mandate,  off- 
shore exploration.  Does  counsel  have  any  comment  on  that  legal 
question?  Do  we  have  to  amend  the  law  or  isn't  it  already  clear  in 
the  law  that  the  notice  of  consistency  in  the  Coastal  Zone  Act 
would  not  be  required  merely  for  a  notice  of  sale  as  opposed  to  the 
sale  itself? 

Mr.  O'Brien.  That  is  correct. 

Mr.  SiLCOX.  It  is  my  understanding  the  Justice  Department 
found  that  the  Interior  Department  did  not  have  to  ask  for  consist- 
ency certification.  However,  the  State  of  California  has  not  accept- 
ed that,  in  my  information. 

Mr.  McCloskey.  As  I  say,  if  there  was  any  danger  that  the  State 
would  win  a  lawsuit  on  that  issue,  I  think  this  committee  would 
have  an  obligation  to  clarify  the  law. 

One  other  thing,  Mr.  Silcox.  You  take  on  the  environmental 
movement  with  some  hostility  in  your  statement.  It  seems  to  me 
that  it  wasn't  just  the  environmental  movement  testifying  here 
today.  We  had  four  county  boards  of  supervisors. 

Mr.  Silcox.  I  would  like  to  ask  you  if  you  are  aware  of  a  survey 
that  Mr.  Lagomarsino,  in  Santa  Barbara  County,  took  of  his  con- 
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stituency  in  asking  the  question  should  oil  and  gas  exploration  be 
permitted  in  the  Outer  Continental  Shelf,  and  the  answers  he  got 
back  from  his  constituency  were  63-percent  affirmative. 

Yet,  he  has  entered  into  the  Congress  proposed  legislation  to 
make  the  Channel  Islands  a  national  park,  and  there  has  been  the 
threat  that  they  want  to  attach  15  miles  of  surrounding  area  which 
would  close  down  the  channel. 

Mr.  McCloskey.  Let  me  say  this.  To  be  very  candid,  I  think  you 
are  guilty  of  overstatement.  Two  months  ago  we  reported  out  of 
this  committee  a  bill  to  make  the  Channel  Islands  a  national  park. 
But  we  didn't  add  a  15-mile  restrictive  zone.  I  think  it  was  a 
quarter  of  a  mile. 

We  debated  that  in  the  committee.  I  would  hate  to  defend  the  oil 
company's  position  that  we  shouldn't  have  a  quarter  mile  boundary 
around  a  national  park  in  which  nobody  can  put  an  oil  well.  You 
would  accept  that,  wouldn't  you? 

Mr.  SiLCOx.  Yes,  I  would. 

Mr.  McCloskey.  A  quarter  of  a  mile  is  a  little  different  than  15 
miles. 

Mr.  SiLCOX.  Absolutely,  but  there  is  an  additional  question.  A 
national  park  brings  with  it  a  class  1  air  quality  requirement.  If 
you  have  a  class  1  air  quality  requirement  in  the  Channel  Islands, 
I  think  you  are  getting  very  near  to  precluding  any  activity  within 
a  greater  part  of  the  channel. 

Mr.  McCloskey.  That  is  a  proper  point.  I  think  we  owe  the 
obligation  to  clarify  that  point  in  the  legislation  which  creates  the 
national  park.  The  purpose  of  the  park  is  not  to  stop  the  drilling, 
but  rather  to  preserve  the  Channel  Islands. 

I  think  there  is  ground  for  some  dialog  between  the  oil  compa- 
nies and  the  environmental  people.  I  think  you  have  to  hire  an 
environmentalist  once  in  a  while  to  check  your  facts.  I  think  they 
ought  to  talk  to  you. 

Mr.  SiLCOX.  We  have  a  very  fine  environmental  staff  at  Chevron. 
I  think  if  you  listened  carefully  today  a  number  of  people  from  the 
State  of  California  repeatedly  commended  Chevron  for  their  inter- 
facing with  the  Coastal  Zone  Commission,  with  the  county  of  Santa 
Barbara  and  so  forth. 

Mr.  McCloskey.  I  value  your  testimony,  but  when  we  find  an 
error  in  the  testimony  that  could  have  been  corrected  by  more 
careful  research,  I  want  to  draw  it  to  your  attention,  as  you  would 
draw  it  to  my  attention  if  I  made  a  mistake. 

Mr.  SiLCOX.  Thank  you.  I  would  say  the  15-mile  question  which  I 
brought  up  was  based  on  information  we  had  from  one  of  Califor- 
nia's Congressmen's  office.  Perhaps  it  wasn't 

Mr.  McCloskey.  Never  trust  us,  either. 

Mr.  SiLCOX.  All  right.  I  would  like  to  say  I  appreciate  your 
comment  that  it  sounded  like  I  came  on  strong.  I  have  been  in  this 
situation  now  for  over  7  years  and  I  do  have  a  certain  sensitivity 
that  has  developed. 

Nonetheless,  I  am  not  opposed  to  proper  environmental  restric- 
tions and  I  do  recognize  the  authority  of  the  Government,  the 
Federal  Government,  to  regulate  activities  in  the  OCS.  We  think 
there  is  some  reasonable  middle  ground. 
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If  I  may  make  one  final  statement,  Chairman  Murphy.  When  I 
met  with  you  in  Los  Angeles  a  couple  of  years  ago  I  took  a  position 
vehemently  opposing  the  necessity  of  any  revisions  to  the  OCS 
Lands  Act. 

I  want  you  to  know  that  my  position  really  has  not  changed  with 
regard  to  that.  I  don't  think  it  was  necessary  that  any  amendments 
be  made  to  that  act,  but  I  would  say  there  has  been  very  beneficial 
results  that  have  accrued  from  the  exercise  which  you  and  your 
colleagues  undertook;  that  is,  I  do  now  feel  that  there  is  at  least  a 
body  within  the  Congress  that  have  a  more  thorough  comprehen- 
sion of  the  problems  of  operating  in  a  marine  environment. 

Mr.  McCloskey.  Sometimes  other  people  write  speeches.  The 
language  I  was  referring  to  is  on  page  5  of  your  statement. 

But  in  a  frenzy  of  parochialism,  environmentalist  and  local  opposition  to  OCS 
sales,  exploration  and  development  continues  unabated  as  evidenced  by  the  fetish 
for  citizens  units  opposing  sales. 

Mr.  SiLCOX.  That  is  a  bit  of  rhetoric. 

Mr.  McCloskey.  Thank  you. 

The  Chairman.  Gentlemen,  thank  you  very  much.  We  appreciate 
your  testimony  today. 

At  this  time  we  will  insert  into  the  record  a  statement  from  Get 
Oil  Out,  Inc.,  924  Anacapa  Street,  Santa  Barbara,  Calif.,  and  a 
statement  by  Mayor  Dianne  Feinstein  whose  schedule  prevented 
her  from  attending. 

[The  information  follows:] 

Statement  by  Mayor  Dianne  Feinstein 

Chairman  Murphy,  members  of  the  Select  House  Committee  on  the  Outer  Conti- 
nental Shelf.  Thank  you  for  the  opportunity  to  testify  before  this  important  commit- 
tee on  an  issue  of  great  concern  to  San  Franciscans  and  the  residents  of  northern 
California. 

I  believe  that  the  proposed  sale  of  outer  continental  shelf  leases  at  this  time  is  a 
mistake,  both  environmentally  and  economically.  I  also  believe  that  these  sales  may 
detract  from  what  I  see  as  appropriate  national  efforts  to  conserve  energy  and  to 
develop  alternative  technologies. 

In  San  Francisco  and  the  rest  of  the  state  of  California,  we  are  engaged  in 
extensive  efforts  to  reduce  our  consumption  of  energy  and  to  conserve  scarce  re- 
sources. Our  recent  experiences  with  a  long  drought  illustrated  clearly  the  willing- 
ness and  the  capability  of  Californians  to  save  water.  San  Franciscans  are  willing  to 
conserve  in  the  national  interest,  and  we  are  striving  to  find  an  acceptable  balance 
between  our  need  for  energy  and  our  long-term  commitment  to  our  environment. 

I  would  like  to  address  three  major  concerns  about  the  proposed  sale  of  outer 
continental  shelf  leases  which  I  believe  this  Committee  should  include  in  its  investi- 
gation. First,  the  coast  of  California  must  be  adequately  protected  from  accidental 
oil  spills  and  other  uncontrolled  releases  of  substances  that  may  be  injurious  or 
harmful  to  human,  marine  and  plant  life.  While  the  Secretary  of  the  Interior  has 
not  designated  any  sites  immediately  adjacent  to  San  Francisco's  beaches  as  poten- 
tial leases,  the  current  example  of  Mexican  oil  washing  up  on  beaches  in  Texas, 
hundreds  of  miles  from  the  source  of  the  spill,  is  indicative  of  the  problem.  Until  we 
develop  the  technology  to  prevent  accidental  discharges,  as  well  as  more  effective 
means  to  contain  and  to  clean  up  oil  spills,  I  hope  that  the  Department  of  Interior 
will  not  rush  into  mismanaged  production. 

San  Francisco's  beaches,  as  well  as  our  state's,  are  major  recreational  areas  for 
millions  of  people  and  the  homes  of  many  species  of  birds,  fish  and  plant  life.  All  of 
the  available  evidence  indicates  that  oil  spills  and  the  uncontrolled  release  of  other 
substances  pose  a  real  threat  to  our  ecology.  For  example,  the  entrance  to  San 
Francisco  Bay  recently  was  the  site  of  a  collision  between  two  small  oil  tankers  and 
the  subsequent  destruction  to  the  marine  and  coastal  environment  was  great.  Since 
one  possible  consequence  of  the  proposed  sale  of  off-shore  leases  is  that  the  amount 
of  tanker  traffic  to  refineries  in  the  Bay  Area  will  be  substantially  increased,  we 
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must  realize  that  the  probability  of  such  accidents  occuring  is  equally  likely  to 
increase  and  that  precautionary  measures  are  absolutely  necessary. 

Furthermore,  I  want  to  draw  the  Committee's  attention  to  the  long-term  plans 
San  Francisco  is  evolving  to  revitalize  our  port.  These  plans  include  a  projected 
increase  in  the  commercial  fishing  of  the  Bay  and  the  Golden  Gate,  and  have 
significant  potential  to  our  economy  in  terms  of  jobs,  income  and  overall  develop- 
ment. I  shudder  to  think  about  the  possible  impact  a  major  oil  spill  or  tanker 
collision  could  have  on  the  future  of  such  plans  and  on  one  of  our  state's  principal 
tourist  attractions— Fisherman's  Wharf  An  accidental  release  would  have  devastat- 
ing consequences  for  the  recreational  opportunities  of  the  5  million  residents  of  the 
San  Francisco  Bay  Area,  as  well  as  for  millions  of  visitors  from  around  the  world. 

My  second  concern  about  the  proposed  sale  of  leases  on  the  outer  continental 
shelf  is  that,  if  implemented,  the  conflict  between  encouraging  economic  growth  and 
energy  development  and  the  protection  of  our  coastline  is  not  resolved.  While  San 
Francisco  is  spending  over  1.5  billion  dollars  to  clean  up  the  surrounding  Bay  and 
ocean  waters,  the  development  of  these  off-shore  leases  may  result  in  damage 
capable  of  negating  these  positive  efforts.  I  do  not  believe  that  this  Committee 
endorses  a  fallacious  logic  which  has  Congress  and  the  Environmental  Protection 
Agency  telling  San  Franciscans  on  the  one  hand  to  stop  polluting  the  Bay  and  ocean 
while  on  the  other  hand  the  Federal  government  is  creating  the  potential  of  an  oil 
spill  which  will  do  more  damage  than  all  of  the  City's  pollution  has  ever  done.  We 
are  committed  to  cleaning  up  our  Bay  and  ocean,  and  I  hope  that  we  have  this 
Committee's  support  for  such  efforts.  Congress  already  has  recognized  the  complex- 
ities involved  in  this  situation  when  you  prevented  the  siting  of  oil  facilities  in  areas 
immediately  off  Point  Reyes  National  Seashore.  I  believe  that  similar  arguments 
are  equally  valid  in  other  coastal  areas  where  federal  dollars  and  statutes  call  for 
environmental  improvements. 

My  third  concern  about  these  proposed  leases  involves  the  notification  and  deci- 
sionmaking processes.  While  I  am  seriously  concerned  about  the  air,  water  and 
other  economic  harm  which  these  proposed  developments  will  have  on  the  Califor- 
nia coast,  I  believe  that  Congress  needs  to  show  more  interest  in  the  input  from 
local  government  over  matters  of  such  importance.  Announcing  a  sale  of  off-shore 
leases  prior  to  an  environmental  impact  statement,  it  seems  to  me,  is  a  classic 
example  and  quite  unjustifiable  in  terms  of  economic  costs  and  a  federal  decision- 
making process.  In  this  particular  instance,  for  example,  we  know  that  these  pro- 
posed sales  of  leases  carry  high  costs  economically  and  environmentally;  and  we 
know  the  minimal  amounts  of  oil  and  gas  that  might  be  recovered.  Given  these 
factors,  I  believe  that  an  environmental  review  should  be  mandated  prior  to  sale. 

We  live  in  difficult  times,  where  energy  demand  is  outstripping  energy  supply. 
But  I  believe  that  we  have  an  obligation  and  a  responsibility  to  pursue  alternative 
resources  that  are  less  damaging  and  less  risky  to  California's  coast. 


Statement  of  Lois  S.  Sidenberg 

For  10  years  representatives  of  our  organization  and  the  county  have  testified  at 
various  Senate  and  House  Committee  hearings  in  Washington  and  Santa  Barbara, 
on  channel  oil  development.  We  have  studied  voluminous  draft  EIS's,  made  recom- 
mendations for  changes,  noted  omissions  and  inaccuracies. 

Two  years  ago  this  was  done  at  two-day  hearings  held  by  Interior  in  Santa 
Barbara  on  channel  OCS  oil  and  gas  development  representatives  of  other  organiza- 
tions, local  and  State  officials  were  heard  also.  We  have  conferred  in  Washington 
with  Interior,  as  well. 

However,  little  or  no  substantial  action  was  taken,  or  recognition  given  to  the 
validity  of  all  this  input.  Some  tracts  were  deleted  from  Lease  Sale  No.  48,  but  this 
is  merely  a  drop  in  the  bucket,  and  Santa  Barbara  is  a  sad  example  of  what  can 
happen  elsewhere. 

I  only  hope  that  those  concerned  with  the  impacts  of  Lease  Sale  No.  53  are  more 
fortunate  before  being  ridden  roughshod  over  their  area  by  Interior,  leaving  it  open 
for  irreversible  damages  to  the  natural  resources,  the  economy,  property  values, 
character  and  quality  of  our  coastal  communities. 
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[From  the  Santa  Barbara  News  Press,  Aug.  27,  1979] 

World  Crude  Oil  Production  Sets  Record  for  6  Months 
(By  Deborah  Wood,  Associated  Press) 

World  crude  oil  production  set  a  record  during  the  first  six  months  of  1979  despite 
fears  that  political  turmoil  in  Iran  would  worsen  critical  petroleum  shortages,  an 
industry  journal  reports. 

However,  "there's  no  assurance  the  brisk  pace  can  be  maintained  for  the  rest  of 
the  year,"  said  the  Oil  and  Gas  Journal,  adding  that  because  of  the  uncertainty, 
prices  will  continue  to  rise  unless  consumptions  drops  drastically. 

The  Tulsa-based  journal  said  in  its  Aug.  27  edition  world  production  averaged 
61.892  million  barrels  a  day  from  January  to  June,  compared  with  58.736  million 
barrels  a  day  in  the  first  half  of  1978. 

The  report  comes  after  months  of  concern  over  energy  shortages  marked  by  long 
gasoline  lines  and  rising  fuel  bills.  It  was  accompanied  by  other  reports  of  favorable 
trends: 

The  Lundberg  Letter,  an  authoritative  oil  marketing  journal,  said  its  survey  of 
16,700  service  stations  showed  U.S.  Department  of  Energy  gasoline  pricing  regula- 
tions are  being  followed. 

Rep.  Les  Aspin,  D-Wis.,  said  a  study  showed  American  homes  and  businesses  may 
have  stockpiled  an  extra  1  billion  gallons  of  heating  oil,  and  the  excess  could  ease  a 
threatened  shortage  this  winter. 

The  reports  coincided  with  the  120th  anniversary  of  the  completion  of  the  world's 
first  commercial  oil  well. 

On  Aug.  27,  1859,  Edwin  Drake's  well  near  Titusville,  Pa.,  struck  an  oil  pocket, 
starting  a  petroleum  fever  that  began  U.S.  dependence  on  oil.  His  success  was 
discovered  Aug.  28 — Oil  Discovery  Day. 

In  the  first  six  months  of  1979,  average  non-communist  production  reached  47.8 
million  barrels  a  day,  according  to  the  Oil  and  Gas  Journal,  despite  a  shortfall  of 
production  in  Iran. 

The  six-month  average  was  5.8  percent  higher  than  the  average  for  the  same 
period  in  1978,  the  Journal  said. 

Saudi  Arabia,  the  largest  producer  in  the  Organization  of  Petroleum  Exporting 
Countries,  averaged  almost  9  million  barrels  a  day  during  the  period — 500,000 
barrels  a  day  above  its  self-imposed  ceiling. 

Communist  production  averaged  more  than  14  million  barrels  a  day,  a  3.8  percent 
increase  over  the  same  period  in  1978,  and  the  Journal  said  the  Soviet  Union,  the 
world's  largest  producer,  boosted  daily  outpout  to  11.5  million  barrels,  up  2.7  per- 
cent from  last  year. 

The  United  States,  ranked  third  behind  Saudia  Arabia  and  the  Soviet  Union, 
averaged  8.6  million  barrels  a  day,  up  0.4  percent. 

Meanwhile,  the  Lundberg  Letter  survey  concluded  for  the  first  time  that  federal 
gas  price  controls  are  actually  working. 

Publisher  Dan  Lundberg  said  dealers  seem  to  be  obeying  federal  rules  that  limit 
profit  margins.  He  attributed  rising  prices  to  wholesale  price  increases. 

Many  self-service  stations  are  finding  a  profit  windfall,  he  said,  but  the  DOE 
controls  are  limiting  profits  for  full-service  dealers.  Full-service  dealers  comprise 
about  54  percent  of  the  nation's  gasoline  operators  but  sell  only  about  30  percent  of 
the  fuel. 

"What  is  happening  is  that  although  the  retail  price  has  continued  to  go  up,  the 
margin  of  profit  allowed  for  dealers  is  set  at  15.4  cents  per  gallon  over  acquisition 
costs  and  they  are  generally  obeying  the  guidelines,"  Lundberg  said. 

The  new  guidelines  provide  stiff  fines  and  even  prison  terms  for  dealers  who 
willfully  fail  to  comply,  he  said. 

Aspin  said  a  study  he  conducted  suggests  American  homes  and  businesses  bought 
1  billion  gallons  more  fuel  last  winter  than  was  actually  needed. 

Remarks  of  Hon.  Leon  E.  Panetta 

Mr.  Chairman,  members  of  the  Committee,  let  me  commend  you  for  holding  field 
hearings  here  in  San  Francisco,  on  the  issues  involved  in  the  development  of  oil  and 
gas  in  Sale  Area  53,  which  stretches  from  the  Oregon-California  border  south  to  the 
Santa  Barbara  area.  This  area,  because  it  is  so  huge  and  because  it  encompasses 
some  of  the  most  fragile  and  spectacular  coastline  of  our  nation,  well  deserves  your 
separate  consideration. 

I  would  like  to  take  a  few  moments  to  discuss  the  significance  of  this  area. 
Because  of  its  size,  it  encompasses  a  large  portion  of  the  remaining  unspoiled 
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coastline  of  the  United  States.  It  borders,  in  the  state  waters  adjacent  to  the  federal 
waters,  several  sanctuaries  removed  by  the  state  from  revenue-producing  activities 
so  that  scenic  and  environmental  values  might  be  protected.  It  is  one  of  the  busiest 
traffic  areas  for  shipping;  fishing  activities  are  also  intense  in  many  areas  and 
constitute  a  major  livelihood  for  many  Californians.  Tourism,  needless  to  say,  is  a 
major  industry  that  depends  in  large  part  on  the  natural  scenic  wonders  of  the 
coast,  unimpaired  by  views  of  oil  rigs. 

The  Department's  tract  announcement  last  fall  included  one  large  section  of 
tracts  within  my  congressional  district  and  another  section  adjacent  to  my  district. 
Just  to  take  a  small  picture  of  the  impact  of  such  possible  leasing  on  the  state,  let 
me  give  you  an  idea  of  how  these  areas  would  be  affected. 

The  San  Luis  Obispo  coastal  area,  included  in  the  Santa  Maria  Basin  tracts, 
contains  some  of  the  world's  most  rugged  coastline  and  a  number  of  state  parks  and 
landmarks,  including  Morro  Rock  and  Morro  Bay  State  Park.  A  wilderness  area  lies 
inland,  not  far  from  the  coast  at  many  points.  The  areas  have  exceptionally  good  air 
quality,  an  achievement  which  will  undoubtedly  be  lost,  if  drilling  proceeds. 

Drilling  in  the  northern  area  near  Santa  Cruz  would  impact  on  my  district  and 
quite  possibly  on  the  very  important  Monterey  Bay,  which  is  a  central  commerce 
point  for  the  entire  central  California  community.  Fishing  fleets  in  the  Bay  area 
comprise  almost  700  commercial  boats,  taking  some  36  species  in  5n  area  that 
extends  to  100  miles  off-shore  and  constitutes  literally  a  multi-million  dollar  indus- 
try. Scenic  areas  abound  in  this  region,  too,  drawing  millions  of  tourists  a  year. 

An  additional  consideration  that  involves  the  entire  state,  besides  concerns  about 
fishing,  harbor  activities,  tourism,  and  conservation  values,  is  the  fact  that  the  state 
has,  in  a  sense,  made  a  pact  with  its  citizens  not  to  develop  the  coast  area.  Under 
the  provisions  of  its  coastal  laws,  the  state  severely  regulates  development  on  the 
coast  in  recognition  of  the  importance  of  the  coast  to  the  quality  of  our  lives. 
Property-owners  have  suffered  some  devaluation  of  their  holdings,  as  a  result,  but 
the  overall  impact  has  been  a  protection  of  the  precious  coast.  If  drilling  is  permit- 
ted up  and  down  the  coast,  we  will  be  violating  that  agreement  between  the  state 
and  its  citizens,  by  despoiling  the  coast  with  views  of  oil  rigs  and  the  attendant 
offshore  and  onshore  development  and  the  possible  pollution  such  development  will 
bring.  This  is  a  grievous  concern  and  one  that  is  unique  to  California,  because  of  its 
strong  coastal  protection  statutes. 

The  product  of  all  these  concerns  has  been  a  near-unanimous  outcry  against  OCS 
development  in  California,  encompassing  each  of  the  impacted  counties  and  most,  if 
not  all,  of  the  cities  and  towns  affected.  Citizens  groups,  environmentalists,  and 
many  small  businesses,  along  with  fishermen,  have  expressed  their  skepticism  about 
the  benefits  of  such  drilling.  My  office  hosted  a  delegation  of  county  supervisors 
from  all  over  the  state  last  year  that  met  with  Secretary  Andrus  and  let  him  know 
of  their  concerns. 

Local  governments  are  concerned  about  this,  of  course,  because  they  are  the 
frontline  in  speaking  up  for  the  interests  of  their  areas  and  their  citizens.  They  are 
faced  with  enormous  costs  and  expenditures  in  order  to  have  the  staff  and  technical 
back-up  to  comment  effectively  on  the  EIS  and  other  matters  that  come  up. 

This  cost  has  to  be  weighed  against  the  fact  that  at  most  the  entire  area  contains 
a  few  days'  worth  of  oil  and  gas.  Estimates  vary  considerably,  but  none  would 
provide  a  significant  amount  of  energy  for  this  country,  by  any  measure.  By  con- 
trast, the  American  Petroleum  Institute  estimates  that  there  are  some  25  billion 
barrels  of  onshore  oil  in  California,  easily  developed  and  drilled  with  far  fewer 
environmental  hazards  and  risks. 

What  we  in  central  and  northern  California  are  faced  with,  then,  is  a  situation 
where  citizens  and  local  governments  are  being  asked  to  expend  huge  amounts  of 
money  commenting  on  a  possible  sale  that,  at  best,  will  yield  minimal  energy  for 
this  nation  and  that,  at  worst,  will  wreak  havoc  on  this  area's  economy. 

At  least,  then  one  would  hope  that  the  Department  of  Interior,  in  making  its 
decision  at  each  step  of  the  leasing  process  would  take  the  concerns  of  local  areas 
into  consideration.  To  date,  frankly,  I  am  disappointed  at  what  the  Department  has 
done.  Despite  the  support  of  both  California  Senators  and  all  of  the  Representatives 
in  the  state  from  areas  within  Sale  Area  53  for  my  request  that  the  Department 
exclude  from  the  leasing  process  all  areas  rated  by  BLM  as  of  "high"  or  "extreme" 
environmental  concern,  the  Department  continued  to  include  these  areas  in  its 
October  tract  announcement.  Indeed,  most  areas  of  high  oil  company  interest  were 
included,  even  those  that  were  also  of  high  or  extreme  environmental  concern, 
demonstrating  clearly,  I  think,  that  oil  company  interests  were  given  priority  over 
protection  of  the  coastline  and  the  marine  environment. 
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For  these  many  reasons,  Mr.  Chairman,  I  have  opposed  immediate  development  of 
the  tracts  within  Sale  Area  53.  It  is  not  needed  for  our  nation's  energy  security,  it 
threatens  economic  livelihoods  and  precious,  irreplaceable  natural  resources,  it 
would  be  the  result  of  a  policy  that  seems  to  be  giving  undue  weight  to  oil  company 
interests  over  those  of  local  citizens  and  the  environment. 

What  I  would  propose  in  place  of  immediate  development  would  be  the  establish- 
ment of  an  oil  and  gas  reserve  in  Sale  Area  53,  with  no  development  except  as  a  last 
alternative  when  other  oil  reserves  are  exhausted  and  a  true  national  need  is 
demonstrated.  Instead  of  development,  I  would  urge  limited  testing  to  determine  the 
true  extent  of  these  reserves,  so  that  an  accurate  assessment  can  be  made  whether 
any  production  at  all  is  justified.  In  the  meantime,  more  thorough  cost-benefit 
analyses  of  possible  development  could  be  completed. 

Frankly,  Mr.  Chairman,  I  doubt  whether  we  will  ever  need  to  develop  this  area. 
First  of  all,  there  are  many,  more  plentiful  leasing  areas  still  to  be  scheduled  and 
developed.  Areas  in  the  Gulf  of  Mexico  and  Alaska  are  rich  in  resources  and  are 
already  under  development;  these  areas  should  be  developed  before  virgin  areas 
such  as  Sale  Area  53.  Second,  the  gradual  implementation  of  the  deregulation  of  the 
price  of  oil  will  vastly  increase  the  domestic  reserves  available  for  exploration  and 
particularly  the  onshore  areas.  Tertiary  recovery  and  other  enhanced  recovery 
techniques  are  already  capable  of  producing  decontrolled  oil  and  this  incentive  will 
expand  as  other  kinds  of  oil  become  deregulated.  This  will  make  OCS  development, 
which  has  extremely  high  overhead  relative  to  recovery,  less  attractive  and  indeed 
less  necessary.  Third,  the  courageous  commitment  being  made  by  this  nation,  the 
Congress  and  the  President  to  the  development  of  alternative  fuels,  including  syn- 
thetic fuels,  may  well  eliminate  the  need  for  development  of  low  potential  areas, 
such  as  Sale  Area  53,  even  before  the  actual  production  could  ever  begin. 

It  is  in  this  context  and  in  consideration  of  the  other  points  I  have  mentioned  that 
many  elected  officials,  individuals,  businesses,  and  concerned  groups  up  and  down 
the  coast  are  asking  why  go  through  the  leasing  process  for  this  area?  Wliy  put  local 
governments  through  this  anguish  and  expense,  why  commission  numerous  studies 
on  environmental  and  economic  impact,  why  alarm  those  concerned  about  marine 
and  coastal  ecosystems,  why  jeopardize  the  survival  of  fishermen  and  businesses 
dependent  on  the  coast,  if  we  may  never  need  the  oil  in  the  area?  Frankly,  I  have 
no  answer  to  these  questions,  except  to  say  that  I  agree  and  that  I  believe  we  ought 
to  hold  the  area  in  a  reserve,  until  it  is  really  needed,  if  ever. 

I  urge  you  to  give  these  concerns  your  most  serious  consideration,  as  you  listen  to 
the  views  of  the  many  groups,  individuals,  and  elected  officials  who  share  this 
position. 

Thank  you  again,  Mr.  Chairman,  for  coming  to  San  Francisco  and  holding  this 
hearing. 


To:  House  Committee  on  Outer  Continental  Shelf  Policy. 

For:  Meeting  August  29,  1979,  San  Francisco,  Calif. 

From:  Get  Oil  Out,  Inc.,  924  Anacapa  Street,  Santa  Barbara,  Calif. 

Gentlemen:  The  Outer  Continental  Shelf  Lands  Act  talks  about  local  needs  and 
concerns  but  there  is  no  mechanism  to  act  on  these  needs.  A  management  appara- 
tus simply  does  not  exist  which  can  rationalize  all  the  different  uses  of  the  OCS 
areas.  We  have  to  deal  with  the  Geologic  Survey,  Coast  Guard,  Corps  of  Engineers, 
Bureau  of  Land  Management,  and  Department  of  Commerce  regarding  marine 
sanctuaries. 

All  other  natural  resource  values  extant  in  the  Channel  and  Lease  Sale  No.  53 
areas  are  being  ignored  in  favor  of  only  one  resource — oil.  Hazards  inate  in  oil 
operations,  the  impacts  on  the  environment,  on  the  natural  resources  and  economy 
of  particularly  sensitive  areas,  are  equally  ignored. 

As  regards  amendments  to  the  OCS  Lands  Act,  we  contend  that  no  evaluation  has 
been  made  of  the  hazards  involved  in  the  section  of  Lease  Sale  No.  53  located  in  the 
Point  Conception  area. 

Weather  conditions  in  that  section  of  the  Santa  Barbara  Channel  are  notoriously 
bad.  High  winds  and  seas,  and  heavy  fog  often  prevail.  Collisions  between  tankers 
and  drilling  rigs,  or  other  shipping  with  drilling  rigs,  is  a  distinct  possibility.  A  few 
years  ago  a  passenger  vessel,  the  Lurline,  just  missed  colliding  with  a  drilling  rig  at 
night  in  heavy  fog  in  that  section  of  the  Channel. 

Within  the  narrow  confines  of  the  Santa  Barbara  Channel  sales  have  been  per- 
mitted on  tracts  so  close  to  the  shipping  lanes,  and  within  the  two-mile  wide  buffer 
zone  between  lanes,  that  collisions  with  platforms  and/or  drilling  rigs  by  shipping 
even  slightly  off-course  is  practically  guaranteed. 

Again  as  regards  development  in  the  Santa  Barbara  Channel,  environmental 
factors  which  have  not  been  adequately  considered  include:   the  adverse  visual 
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impacts  on  a  highly  sensitive  scenic  area  of  innumerable  unsightly  platforms  and 
drilling  rigs— an  area  whose  economy  is  largely  dependent  on  its  natural  beauty, 

clean  seas  and  beaches.  r     i    •  j        i. 

Another  factor  inadequately  considered  under  conditions  set  forth  m  amendments 
to  the  Act  is  the  prospect  of  increased  air  pollution  in  an  area  already  exceeding 
federal  air  quality  standards.  Geologic,  seismic,  water  depths,  and  natural  habitat 
problems,  unique  to  the  Santa  Barbara  Channel,  also  have  been  given  inadequate 

attention.  •  w    ^    ^u 

We  trust  that  your  Committee  will  bring  these  important  oversights  to  the  atten- 
tion of  the  Department  of  the  Interior. 

Sincerely  yours,  r,      ^     , 

Stephen  R.  Boyle,  President. 

The  Chairman.  Also,  before  we  close  the  hearing  today,  I  want 
to  thank  the  shorthand  reporter  for  his  cooperation  during  this 
long  and  arduous  9-hour  session. 

The  hearing  is  adjourned. 

[Whereupon,  at  5:50  p.m.  the  Select  Committee  adjourned,  to 
reconvene  at  11:30  a.m.,  Thursday,  August  30,  1979.] 
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